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INDEPENDENT AUDITOR'S REPORT

The Honorable Board of Education
Commerce School District No. I-18
Commerce, Ottawa County, Oklahoma

Report on the Financial Statements

We have audited the accompanying combined fund type and account group financial
statements - regulatory basis of Commerce School District No. I-18, Commerce, Ottawa
County, Oklahoma (the District), as of and for the year ended June 30, 2014, as listed in the

table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with financial reporting provisions of the Oklahoma State
Department of Education to meet financial reporting requirements of the State of
Oklahoma,; this includes determining that the regulatory basis of accounting is an acceptable
basis for the preparation of the financial statements in the circumstances. Management is
4 ~nsible for the design, implementation and maintenance of internal control

feral of the United States.
o obtain reasonable assurance
1 misstatement.

e plan and perform

es to obtain audit evidence about the amounts and
. The procedures selected depend on the auditor’s
sment of the risks of material misstatement of the financial
due to fraud or error. In making those risk assessments, the auditor
ntrol relevant to the entity’s preparation and fair presentation of
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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 interna control. Accordingly, we express no such opinion. An audit aso includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financid Statements.

We bdlieve that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

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

As discussed in Note 1, the financia statements are prepared by the Commerce School
District No. 1-18, on the basis of the financia reporting provisions of the Oklahoma State
Department of Education, which is a basis of accounting other than accounting principles
generaly 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 materid.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse
Opinion on U.S. Generally Accepted Accounting Principles’ paragraph, the financia
statements referred to in the first paragraph do not present fairly, in accordance with
accounting principles generally accepted in the United States of America, the financia
position of Commerce School District No. 1-18, Commerce, Ottawa County, Oklahoma as
of June 30, 2014, the changes in its financid position, or, where applicable, its cash flows
for the year then ended.

Basis for Qualified Opinion on Regulatory Basis of Accounting

The financia statements referred to above do not include the general fixed asset account
group, which is a departure from the regulatory basis of accounting prescribed by the
Oklahoma State Department of Education. The amount that should be recorded in the
generd fixed asset account group is not known.

Qualified Opinion on Regulatory Basis of Accounting

In our opinion, except for the effects of the matter described in the “Basis for Qualified
Opinion on Regulatory Basis of Accounting” paragraph, the financial statements referred to
in the first paragraph present fairly, in all material respects, the assets, liabilities, and fund
balance arising from regulatory basis transactions of each fund type and account group of
Commerce School District No. 1-18, Commerce, Ottawa County, Oklahoma, as of June 30,
2014, and the revenues collected and expenditures paid and encumbered for the year then
ended on the regulatory basis of accounting described in Note 1.



Other Matters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the District’s basic financial statements. The combining
statements-regulatory basis, are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and is also not a required part of the basic financial statements.

The combining statements - regulatory basis and the schedule of expenditures of federal
awards are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the combing statements - regulatory basis and the
schedule of expenditures of federal awards are fairly stated in all material respects in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 5, 2015, 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 testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District’s internal
control over financial reporting and compliance.

Stasts, Qnehsmbs Tguygebng + Burtey fo
Stotts, Archambo, Mueggenborg & Barclay, PC

Certified Public Accountants
Bartlesville, OK

January 5, 2015



COMMERCE SCHOOL DISTRICT NO. 1-18

Ottawa County, Oklahoma

Combined Statement of Assats, Liabilities and Fund Baances

All Fund Typesand Account Groups - Regulatory Basis

June 30, 2014
Fiduciary Account Groups Totals
Governmental Fund Types Fund Types General (Memorandum only)
Special Trust Long-Term June 30, June 30,
ASSETS General Revenue and Agency Debt 2014 2013
Cash and investments $ 1,500,814 774,259 205,842 - 2,480,915 3,075,759
Amounts to be provided for
capitaized lease obligations - - - - - 97,780
Total assets $ 1,500,814 774,259 205,842 - 2,480,915 3,173,539
LIABILITIES AND FUND BALANCES
Ligbilities:
Warrants payable $ 750584 47,586 - - 798,170 952,131
Due to others - - 142,148 - 142,148 124,885
Reserve for encumbrances 62,603 7,935 - - 70,538 362,952
Capitalized lease obligations payable - - - - - 38,398
Long-term liabilities:
Capitalized lease obligations payable - - - - - 59,382
Total lighilities 813,187 55,521 142,148 - 1,010,856 1,537,748
Fund balances:
Redtricted for:
Building - 685,037 - - 685,037 742,743
Child nutrition - 29,153 - - 29,153 8,558
Cooperative - 4,548 - - 4548 4,214
Scholarships - - 63,694 - 63,694 62,436
Unassigned 687,627 - - - 687,627 817,840
Total fund balances 687,627 718,738 63,694 - 1,470,059 1,635,791
Tota liabilities and fund balances $ 1,500,814 774,259 205,842 - 2,480,915 3,173,539

The accompanying notes are an integra part of these financia statements.



COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Combined Statement of Revenues, Expenditures and
Changes in Fund Bdances
All Governmental Fund Types - Regulatory Basis

For the Fiscd Year Ended June 30, 2014

Revenues.
Local sources $
Intermediate sources
State sources
Federal sources
Total revenues

Expenditures:
Instruction
Support services
Non-instructional  services
Facilities
Other outlays
Total expenditures

Excess of revenues (under) expenditures
Adjustments to prior year encumbrances
Beginning fund balances

Ending fund balances $

Governmental Fund Types

Totals

(Memorandum Only)

Special June 30, June 30,

General Revenue 2014 2013
729,671 159,043 888,714 1,233,035
96,761 - 96,761 105,379
4,540,918 59,007 4,599,925 4,207,825
995,769 415,747 1,411,516 1,535,353
6,363,119 633,797 6,996,916 7,081,592
4,042,739 17,579 4,060,318 4,338,705
2,388,979 3,500 2,392,479 2,793,326
40,698 544,926 585,624 535,983
- 104,569 104,569 77,843
20,916 - 20,916 61,577
6,493,332 670,574 7,163,906 7,807,434
(130,213) (36,777) (166,990) (725,842)
- - - 90
817,840 755,515 1,573,355 2,299,107
687,627 718,738 1,406,365 1,573,355

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



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Statement of Revenues, Expenditures and Changes in Fund Baances
Budget and Actual — Regulatory Basis
Generd Fund
For the Fiscad Year Ended June 30, 2014

Variance with

Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Local sources $ 730,262 730,262 729,671 (591)
Intermediate sources 94,841 94,841 96,761 1,920
State sources 4,164,867 4,164,867 4,540,918 376,051
Federal sources 965,553 965,553 995,769 30,216
Total revenues 5,955,523 5,955,523 6,363,119 407,596
Expenditures:
Instruction 6,636,243 6,636,243 4,042,739 2,593,504
Support services 115,348 115,348 2,388,979 (2,273,631)
Non-instructiona  services 21,137 21,137 40,698 (19,561)
Fecilities - - - -
Other outlays 635 635 20,916 (20,281)
Total expenditures 6,773,363 6,773,363 6,493,332 280,031
Net change in fund balance (817,840) (817,840) (130,213) 687,627
Adjustments to prior year encumbrances - - - -
Beginning fund balance 817,840 817,840 817,840 -
Ending fund balance $ - - 687,627 687,627

The notes to the financid statements are an integrd part of this financial statement.



COMMERCE SCHOOL DISTRICT NO. 1-18

Ottawa County, Oklahoma

Statement of Revenues, Expenditures and Changes in Fund Balances

Revenues:

Local sources

Intermediate sources

State sources
Federd sources
Tota revenues

Expenditures:
Instruction
Support services

Non-instructional  services

Facilities

Totd expenditures

Net change in fund balance

Adjustments to prior year encumbrances

Beginning fund balances

Ending fund balances

Budget and Actual — Regulatory Basis
Specid Revenue Funds
For the Fiscad Year Ended June 30, 2014

Variance with

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

718,738

Special Revenue Funds Final Budget
Original Final Favorable
Budget Budget Actual (Unfavorable)
149,494 149,494 159,043 9,549
- 54,795 - (54,795)
54,795 - 59,007 59,007
368,296 412,108 415,747 3,639
572,585 616,397 633,797 17,400
37,695 37,695 17,579 20,116
840,578 840,578 3,500 837,078
449,827 493,639 544,926 (51,287)
- - 104,569 (104,569)
1,328,100 1,371,912 670,574 701,338
(755,515) (755,515) (36,777) 718,738
755,515 755,515 755,515
- - 718,738



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to the Financid Statements — Regulatory Basis
June 30, 2014

Note 1 - Summary of Significant Accounting Policies

The accompanying financial statements of Commerce School District No. 1-18, Ottawa
County, Oklahoma (the Didrict) conform to the regulatory basis of accounting, which is
another comprehensive basis of accounting prescribed by the Oklahoma State Department
of Education and conforms to the system of accounting authorized by the State of
Oklahoma. Accordingly, the accompanying financia statements are not intended to present
financial position and results of operations in conformity with accounting principles
generaly accepted in the United States of America. The Didlrict’ s accounting policies are
described in the following notes that are an integral part of the Didrict’s financia
Satements.

A. Reporting Entity

The Didlrict is a corporate body for public purposes created under Title 70 of the Oklahoma
Statutes and accordingly is a separate entity for operating and financia reporting purposes.
The Didrict is part of the public school system of Oklahoma under the generd direction and
control of the State Board of Education and is financialy dependent on State of Oklahoma
support. The general operating authority for the public school system is the Oklahoma
School Code contained in Title 70, Oklahoma Statutes.

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

These financial statements present only the activities of the Didrict. There are no
component units (entities consdered to be financialy accountable to the Didtrict).

10



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements
June 30, 2014
(continued)

Note 1 - Summary of Significant Accounting Policies (continued)

B. Measurement Focus

The accounts of the Didrict 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 ther intended purpose and is used
to ad management in demonstrating compliance with finance-related lega and contractual
provisons. The minimum number of funds is maintained consistent with legal and
manageriad requirements. The Account Groups are reporting devices to account for certain
assets and liabilities of the governmenta funds not recorded directly in other funds.

The Didtrict has the following fund types and account groups.

Governmentd  funds - are used to account for most of the Didrict’s generd
activities, including the collection and disbursement of earmarked monies (special
revenue funds), the acquisition or construction of general fixed assets (capital
project s funds), and the servicing of general long-term debt (debt service funds).
Basis of accounting refers to when revenues and expenditures are recognized in the
accounts and reported in the financid 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 al sources, including property taxes, entitlements,
grants, and shared revenues are recognized when they are received rather than
earned.

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
avallable financid resources. Fiduciary type funds are accounted for using the cash
basis of accounting. These practices differ from generally accepted accounting
principles.

11



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 1 - Summary of Significant Accounting Policies (continued)

B.

M easurement Focus (continued)

Governmenta funds include the following fund types:.

General Fund — is the general operating fund of the District. It accounts for all
financid resources of the genera 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. Mgor revenue sources include local property taxes
and federa and state funding. Expenditures include all costs associated with the
daily operations of the schools except for programs funded for building repairs and
maintenance, school construction and debt service on bonds and other long-term
debt. The Generd Fund aso accounts for federd 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.

Special Revenue funds — account for revenue sources that are restricted to
expenditures for specific purposes (not including expendable trusts or mgor capita
projects). The specia revenue funds are composed of the Didtrict’s Building Fund,
Child Nutrition Fund, and a Co-op Fund. These are budgeted funds and any fund
balances are considered as resources available for use.

Building Fund — conssts 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 casuaty insurance premiums for
school facilities, for purchasing security systems, and for paying saaries of security
personndl.

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

12



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 1 - Summary of Significant Accounting Policies (continued)

B.

Measurement Focus (continued)

Co-0p Fund - consists of monies derived from other districts which participate in
shared programs. This fund is used to account for the operations of the shared
programs.

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

Fiduciary funds include the following fund types:

Agency Fund — is custodial in nature and does not present results of
operations or have a measurement focus. Agency funds are accounted for
using the cash basis of accounting. This fund is the School Activities Fund
used to account for monies collected principally through fundraising efforts
of the students and Didtrict-sponsored groups. This is an unbudgeted fund.
The administration is responsible, under the authority of the Board, for
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 Didtrict.

Scholarship Funds — The Didtrict provides scholarships to seniors from funds
established by donations. The Alexander, Bachman, Douglas, and Streeter
funds are interest-only and the Miller fund is a combination of interest and
principle.  The Gilstrap fund is controlled by IBC Bank with the Digtrict
recommending awardees. This is not a budgeted fund. The administration is
responsible, under the authority of the Board, for collecting, disbursing and
accounting for these Trust funds. These funds do not include revenues and
expenditures for general operation of the Didrict.

13



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 1 - Summary of Significant Accounting Policies (continued)

B. Measurement Focus (continued)

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

General Long-Term Debt Account Group — accounts for the outstanding
principal balances of dl long-term debt of the Didrict, which is offset by the
amount to be provided in future years to complete retirement of the debt

principal.

C. Bass of Accounting and Presentation

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

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

Encumbrances represented by purchase orders, contracts, and other
commitments for the expenditure of monies are recorded as expenditures
when approved.

Investments are recorded as assets when acquired.

School supplies are recorded as expenditures and not as inventory assets.
Warrants payable are recorded as ligbilities when issued.

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

Compensated absences are recorded as expenditures when paid and not
recorded as alidhility .

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

14



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 1 - Summary of Significant Accounting Policies (continued)

C. Bass of Accounting and Presentation (continued)

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 to be recognized when
the related liabilities are incurred for governmental fund types; and when revenues are

earned.

D. Assts Liahilities, Fund Baance, Revenue and Expenditures

1

Deposits and Investments

State statutes govern the Didrict’s investment policy. Permissble
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. Collatera is required for demand
deposits and certificates of deposit for all amounts not covered by federal
deposit insurance. Investments are stated at cost. The Didrict invests
entirely in certificates of deposit and participates in the Secured Investment
Program of Oklahoma State School Boards Association, as authorized by
Oklahoma Statutes Title 62, Section 348.

Fair Vdue of Financid Instruments

The Didrict’s financial statements include cash and investments. The
Didrict’ s estimate of the fair value of dl financia instruments does not differ
materially from the aggregate carrying values of its financia instruments
recorded in the accompanying statement of assets, liabilities and fund
baances. The carrying amount of these financid instruments approximates
fair value because of the short maturity of these instruments.

15



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 1 - Summary of Sgnificant Accounting Policies (continued)

D.

Assts Liahilities, Fund Baance, Revenue and Expenditures (continued)

3.

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. Accordi ngly, actual
results could differ from those estimates.

Interfund Transactions

Interfund transactions are accounted for as revenues or expenditures.
Transactions that condtitute reimbursements to a fund or expendituresinitialy
made from it that are properly applicable to another fund are recorded as
expenditures in the fund that is reimbursed. Non-recurring or non-routine
permanent transfers of equity are reported as residud equity transfers.

Inventories

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

Fixed Assts

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

16



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 1 - Summary of Sgnificant Accounting Policies (continued)

D.

Assts Liahilities, Fund Baance, Revenue and Expenditures (continued)

7.

Compensated Absences

The Didrict provides vacation and sick leave benefits in accordance with
Title 70 of the Oklahoma Statutes, Article 6-104, which provides for annua
sick leave and persona business days. Didrict policy alows certified and
support employees to accumulate such days to a maximum number of days.
The amount of benefits payable upon retirement or deeth are reflected in each
year's contracts with certified and support employees. Accrued vacation and
sick leave benefits are not reflected in the financia statements because such
statements are prepared on the regulatory basis of accounting. This practice
differs from generdly accepted accounting principles.

Long-term Obligations

The Didtrict reports long-term debt at face vaue in the genera long-term debt
account group. The Didrict has no bonds outstanding. Certain other lease
obligations not expected to be financed with current available financial
resources are aso reported in the genera long-term debt account group.

Fund Badance

In the fund financia statements, governmenta 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. An important distinction that is made in
reporting fund baance is between amounts that are considered nonspendable
(i.e., fund balance associated with assets that are not in spendable form, such
as inventories or prepaid items, long-term portions of loans and notes
receivable, or items that are legaly required to be maintained intact (such as
the corpus of a permanent fund) and those that are spendable (such as fund
balance associated with cash, investments or receivables).

17



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements
June 30, 2014 (continued)

Note 1 - Summary of Sgnificant Accounting Policies (continued)

D. Assts Liahilities, Fund Baance, Revenue and Expenditures (continued)

9. Fund Baance (continued)

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

Redricted fund baance represents amounts that are constrained either
externaly by creditors (such as debt covenants), grantors, contributors
or laws or regulations of other governments; or by law, through
congtitutional provisons or enabling legidation.

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

Assigned fund baance represents amounts that are intended to be used
for specific purposes, but are neither restricted nor committed. Intent
is expressed by the governing body itself, or a subordinated high-level
body or officid who the governing body has delegated the authority to
assign amounts to be used for specific purposes. Assigned fund
balance includes al 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 genera fund that are intended to be used for specific purpose in
accordance with the provisions of the standard.
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 1 - Summary of Significant Accounting Policies (continued)

D.

Assts Liahilities, Fund Baance, Revenue and Expenditures (continued)

0.

10.

11

Fund Baance (continued)

Unassigned fund balance is the residua classification for the genera
fund. It represents the amounts that have not been assigned to other
funds, and that have not been restricted, committed, or assigned to
specific purposes within the genera fund.

Property Taxes and Other Loca Revenues

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

Intermediate Revenues
Revenue from intermediate sources is the amount of money from funds
collected by an intermediate administrative unit, or a political subdivision

between the Digtrict and the State, and distributed to districts in amounts that
differ in proportion to those which were collected within such systems,
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 1 - Summary of Significant Accounting Policies (continued)

D.

Assts Liahilities, Fund Baance, Revenue and Expenditures (continued)

12.

13.

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 alocation of state aid
funds to school digtricts based on information accumulated from the didtricts.
After review and verification of reports and supporting documentation, the
State Department of Education may adjust subsequent fiscal period
alocations of money for prior year errors disclosed by review. Normdly,
such adjustments are treated as reductions or additions of revenue of the year
when the adjustment is made.

The Didrict receives revenue from the state to administer certain categorical
educational programs. State Board of Education rules require that revenue
earmarked for these programs be expended only for the program for which
the money is provided and require that the money not expended as of the
close of the fiscal year be carried forward into the following year to be
expended for the same categorical programs. The State Department of
Education requires that categorica educational program revenues be
accounted for in the general fund.

Federd Revenues

Federa 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 Didrict is entitled pursuant to an allocation formula
contained in applicable statutes. The majority of the federal revenues
received by the Didrict are apportioned to the general fund. The Didtrict
maintains a separate child nutrition fund and the federa revenues received for
the child nutrition programs are gpportioned there.
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements
June 30, 2014
(continued)

Note 1 - Summary of Significant Accounting Policies (continued)

D.

Assets Liabilities, Fund Baance, Revenue and Expenditures (continued)

14.

15.

16.

17.

Non-Monetary Transactions

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

Memorandum Only — Totd Columns

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

Comparative Data

Comparative total data for the prior year has been presented in the
accompanying financial statements in order to provide an understanding of
changes in the Didrict’s assets, liabilities, fund balances, revenues and
expenditures. However, complete comparative data (i.e. presentation of prior
year totals by fund type in each of the statements) has not been presented
since their incluson would make the statements unduly complex and difficult
to read. Certain previously reported amounts have been reclassified to
conform to current year classfications.

Resource Use Palicy
It isin the Digrict’spolicy for al funds that when an expenditure is incurred

for purposes for which both restricted and unrestricted resources, including
fund baances, are available, the Didrict considers restricted amounts to be
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements
June 30, 2014
(continued)

Note 1 - Summary of Significant Accounting Policies (continued)

Resource Use Policy (continued)

spent first before any unrestricted amounts are used. Furthermore, it is the
Didrict’s policy that when an expenditure is incurred for purposes for which
committed, assigned or unassigned resources, including fund balances, are
available, the Didrict considers committed amounts to be spent first,
followed by assigned amounts and lastly unassigned amounts.

Note 2 - Stewardship, Compliance and Accountability

Budgetary Information

The Didrict is required by state law to prepare an annua budget. Under current Oklahoma
Statues, a formal Estimate of Needs (Budget) is required for al funds except for trust and
agency funds. Budgets are presented for all funds that include the originally approved
budgeted appropriations for expenditures and fina budgeted appropriations as adjusted for
supplementa gppropriations and approved transfers between budget categories. The annud
Estimate of Needs, when approved by the Board and subsequently filed with the County
Clerk and approved by the County Excise Board becomes the lega budget. Supplementd

appropriations, if required, were made during the year and are reflected on the budget vs.
actua presentations shown as origind budget and find budget.

Encumbrances represent commitments related to unperformed contracts for goods or
sarvices. 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 Didtrict. Purchase orders or contracts document encumbrances
for goods or purchased services. Under Oklahoma law, unencumbered appropriations lapse
a year-end.
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 3 - Detailed Notes Concerning the Funds

A.

Deposits and [nvestments

Cugtodial Credit Risk

At June 30, 2014, the Digtrict held deposits of approximately $2,275,073 a financid
indtitutions.  The Didrict’s cash deposits, including interest-bearing certificates of
deposit, are entirely covered Federd Depostory Insurance (FDIC) or direct
obligation of the U.S. Government insured or collateralized with securities held by
the Didrict or by its agent in the Digtrict’ s name.

Invesment Interest Rate Risk

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

Investment Credit Risk

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

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

b. Certificates of deposits or savings accounts that are either insured or secured
with acceptable collatera with in-state financid indtitutions, and fully insured
certificates of deposit or savings accounts in out-of-gtate financia ingtitutions.

C. With certain limitation, negotiable certificates of deposit, prime bankers
acceptances, prime commercial paper and repurchase agreements with certain
limitations.
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COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 3 - Detailed Notes Concerning the Funds (continued)

A. Deposits and Investments (continued)

d. County, municipal or school district tax-supported debt obligations, bond or
revenue anticipation notes, money judgments, or bond or revenue anticipation
notes of public trusts whose beneficiary is a county, municipality or school
digtrict.

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

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

The cash and investments held at June 30, 2014 are as follows:

Weighted Average Credit Market
Type Maturity (Months) Rating Value Cost
Demand accounts N/A N/A $ 1,688,561 1,688,561
Money market N/A N/A 586,512 586,512
Total deposits and investments $ 2,275,073 2,275,073

Concentration of Investment Credit Risk

The Didrict places no limit on the amount it may invest in any one issuer. The
Didrict has the following concentration of credit risk: 100% in Money Market
funds ($586,512).

B. Long-term Debt

State statues prohibit the District from becoming indebted in an amount exceeding
the revenue to be received for any fiscal year without approval by the Didrict’s
voters. The District has no bonds outstanding.

24



COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 3 - Detailed Notes Concer ning the Funds (continued)

C.

Leases

On August 15, 2006, the Didtrict executed a lease with Welch State Bank for three
(3) modular classroom buildings to be placed at the high school, middle school and
elementary school. The amount of the lease is $223,557 with payments of $2,428
per month for 10 years and interest at 5.49%. This was paid off on July 8, 2013.

The Digtrict executed a lease for lighting at the softball fields on July 29, 2010
with Musco Finance. The amount of the lease is $57,900 with $13,975 payments
annualy for 3 years and interest at 5.10%. The fina payment was paid July 29,
2013.

Changes in Genera Long-term Debt

General long-term debt consists of capital lease obligations. The following is a
summary of the changes in genera long-term debt transactions of the Didtrict for
the fiscal year:
Balance Balance
June 30, June 30,
2013 Additions Retirements 2014

Capitalized lease payable $ 97,780 - 97,780 -
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 4 - Other |Information

A.

Risk Management

The Didtrict is exposed to various risks of loss related to torts; theft of, damage to
and destruction of assets; errors and omissions; injuries to employees, or acts of God.
The Digrict purchases commercia insurance to cover these risks, including generd
and auto liability, property damage, and public officials liability. The Digtrict had
the following insurance coverage during the year: commercial property -
$750,000,000 red and persond property, $25,000,000 earthquake/volcanic eruption,
$25,000,000 flood, $100,000,000 boiler and machinery, genera liability -
$1,000,000; educators ligbility - $1,000,000, $25,000 errors and omissions,
$1,000,000 auto liability, and additional automobile physical damage, crime
coverage, cyber liability coverage, and school violent acts protection in various
amounts.  Settled claims resulting from these risks have not exceeded the
commercid insurance coverage in any of the past three fiscd years.

The Digrict 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 Digtrict 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 defense for any and al
clams submitted to them during the plan year. As a member of OSAG the Didrict
IS required to pay fees set by OSAG according to an established payment schedule.
A portion of the fees paid by the Didrict goes into a loss fund for the Digrict. The
fee for the loss fund is calculated by projecting losses based on the Didrict’s losses
for the last five years. OSAG provides coverage in excess of the loss fund so the
Didtrict’s liability for claim loss is limited to the balance of the loss fund If the
Digtrict does not use their loss fund in three years it is returned to them with no
interest.
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 4 - Other _Information (continued)

A.

B.

Risk Management

The Didrict is aso a member of the Oklahoma Public Schools Unemployment
Compensation Program (the Program). In this Program the Didrict is required to
maintain funds at a minimum level of $11,000 for unemployment insurance. The
funds for each district are kept separate. Out of this fund the Program pays, on
behalf of the Didrict, their Oklahoma Employment Security Commission quarterly
contribution and Program administration fees. The Didrict is billed quarterly. The
money contributed by the Didtrict earns interest and is fully insured. If the Didrict
has claims in excess of the amount in their account they would be liable for the
excess.

Contingent L iabilities

Amounts received or receivable from grantor agencies are subject to audit and
adjustment by grantor agencies, principdly the federa government. Any disdlowed
claims, including amounts already collected, may constitute a liability of the
gpplicable funds. The amount, if any, of expenditures which may be disallowed by
the grantor cannot be determined at this time although the Didrict expects such
amounts, if any, to be immaterid.

Non-Monetary _Transactions

The fair market value, as determined by the Oklahoma Department of Human
Services, of the commodities received during the period under audit was $26,188.
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 4 - Other _Information (continued)

D.

Employee Retirement System and Plan

Description of Plan

The Didlrict participates in the state-administered Oklahoma Teachers Retirement
System, which is a cost-sharing, multiple-employer defined benefit public employee
retirement system (PERS), which is administered by the Board of Trustees of the
Oklahoma Teachers Retirement System (the System). The System provides
retirement and disability benefits, annual cost-of-living adjustments, and death
benefits to plan members and beneficiaries. Title 70 Section 17 of the Oklahoma
Statutes establishes benefit provisons and may be amended only through legidative
action. The Oklahoma Teachers Retirement System issues a publicly-avalable
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 53524, Oklahoma City, OK 73152 or by
caling 405-521-2387.

Basis of Accounting

The System'’s financial statements are prepared using the cash basis of accounting,
except for accruas of interest income. Plan member contributions are recognized in
the period in which the contributions are made. Benefits and refunds are recognized
when paid. The pension benefit obligation is a standardized disclosure measure of
the present value of pension benefits. This pension valuation method reflects the
present value of estimated pension benefits that will be paid in future years as a
result of employee services performed to date and is adjusted for the effect of
projected sdary increases. There are no actuarid vauations performed on individua
school districts. The System has an under-funded pension benefit obligation as
determined as part of the latest actuarid valuation.
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 4 - Other _Information (continued)

D.

Employee Retirement System and Plan (continued)
Funding Policy

The Didrict, the State of Oklahoma, and the participating employee make
contributions.  The contribution rates for the Didrict and its employees are
established by and may be amended by Oklahoma Statutes. The rates are not
actuaridly determined. The rates are applied to the employee’s earnings plus
employer -paid fringe benefits. The required contribution for the participating
members is 7.0% of compensation. Additionaly, OTRS receives “federd matching
contributions’ for positions whose funding comes from federal sources or certain
grants. The Didrict 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 taxes, use taxes, corporate income taxes
and individual income taxes. The Didrict contributed 9.5% and the State of
Oklahoma plus the federa contribution contributed the remaining 4.5% during this
year. The Didrict is allowed by the Oklahoma Teachers Retirement System to
make the required contributions on behalf of the participating members. The
Digrict is required to pay 16.5% for any compensated retired teachers already
receiving retirement benefits.

Annud Penson Cost

The Didrict’s total contributions for 2014, 2013 and 2012 were $367,985,
$427,403; and $398,178, respectively.

Section 125 Hexible Benefit Plan

The Digrict has adopted a Section 125 Fexible Benefit Plan whereby al employees
that complete one month of service and complete at least 17-1/2 hours of service per
week are digible to participate. The employer may, at its sole discretion, provide a
non-elective contribution to provide benefits for each participant under the Plan.
Available benefits include: group health and surgery insurance, disability income
Insurance and cancer coverage.
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Notes to Financid Statements

June 30, 2014
(continued)

Note 5 - Surety Bonds

The Superintendent is bonded by the Travelers Casuaty and Surety Company of America,
bond number 105321284, for the penal sum of $100,000 for the term July 1, 2013 to June
30, 2014.

The Treasurer is bonded by Travelers Casuaty and Surety Company of America, bond
number 105530508, for the penad sum of $75,000 for the term December 1, 2010 to
December 1, 2013. The bond was renewed during the year to December 1, 2016.

The Encumbrance Clerk/Activity Fund Custodian and Co-Custodian/Minutes Clerk and
Asst Minutes Clerk/Elementary, Middle and High School Principals/Special Education
Director/Federal Programs Director/Board of Education Deputy Clerk are bonded by
Travelers Casualty and Surety Company of America, bond number 105530508, for the
penal sum of $5,000 each for the term December 1, 2010 to December 1, 2013. The bond
was renewed during the year to December 1, 2016.

Note 6 - Subsequent Events

Management has evaluated subsequent events through January 5, 2015, which is the date
the financial statements were available to be issued and have determined that no
additiona information needs to be added to the financid statements.
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June 30, 2014

31



COMMERCE SCHOOL DISTRICT NO. 1-18

Ottawa County, Oklahoma

Combining Statement of Assets, Liabilities and Fund Balances

All Specid Revenue Funds - Regulatory Basis

For the Fiscd Year Ended June 30, 2014

ASSETS
Cash

Totd assets

LIABILITIES AND FUND BALANCES
Liabilities

Warrants payable

Reserve for encumbrances

Total lighilities

Fund baances
Restricted

Tota fund balances

Totd liabilities and fund baances

(Memo Only)
Child Total Total
Building Nutrition Cooperative June 30, June 30,
Fund Fund Fund 2014 2013
$ 692,972 74,119 7,168 774,259 809,694
$ 692,972 74,119 7,168 774,259 809,694
$ - 44,966 2,620 47,586 50,652
7,935 - - 7,935 3,527
7,935 44,966 2,620 55,521 54,179
685,037 29,153 4,548 718,738 755,515
685,037 29,153 4,548 718,738 755,515
$ 692,972 74,119 7,168 774,259 809,694
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COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Combining Statement of Revenues, Expenditures

and Changes in Fund Balances

All Specid Revenue Funds - Regulatory Basis

For the Year Ended June 30, 2014

(Memo Only)
Child Total Total
Building Nutrition Cooperative June 30, June 30,
Fund Fund Fund 2014 2013
Revenues:
Loca sources $ 102,804 56,239 - 159,043 351,676
State sources - 59,007 - 59,007 60,883
Federd sources - 398,776 16,971 415,747 459,087
Tota revenues 102,804 514,022 16,971 633,797 871,646
Expenditures:
Instruction 942 - 16,637 17,579 23154
Suppport services 3,500 - - 3,500 14,020
Non-instructional services 51,499 493,427 - 544,926 513,915
Fecilities 104,569 - - 104,569 29,133
Total expenditures 160,510 493,427 16,637 670,574 580,222
Excess of revenues over (under) expenditures (57,706) 20,595 334 (36,777) 291,424
Adjustments to prior year encumbrances - - - - 13
Beginning fund balances 742,743 8,558 4,214 755,515 464,078
Ending fund balances $ 685,037 29,153 4,548 718,738 755,515
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COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Combining Statement of Revenues, Expenditures and Changes in Fund Baances
Budget and Actud — Regulatory Basis
Specid Revenue Funds
For the Year Ended June 30, 2014

Building Fund Child Nutrition Fund
Budgeted Amounts Budgeted Amounts
Original Final Original Final
Budget Budget Actual Budget Budget Actual
Revenues:
Local sources $ 97,835 97,835 102,804 51,659 51,659 56,239
State sources - - - 54,795 54,795 59,007
Federal sources - - - 334,815 378,627 398,776
Total revenues 97,835 97,835 102,804 441,269 485,081 514,022
Expenditures:
Instruction - - 942 - - -
Suppport services 840,578 840,578 3,500 - - -
Non-instructional  services - - 51,499 449,827 493,639 493,427
Facilities - - 104,569 - - -
Total expenditures 840,578 840,578 160,510 449,827 493,639 493,427
Net change in fund balances (742,743) (742,743) (57,706) (8,558) (8,558) 20,595
Adjustments to prior year encumbrances - - - - - -
Beginning fund baances 742,743 742,743 742,743 8,558 8,558 8,558

Ending fund balances $ - - 685,037 - - 29,153



COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Combining Statement of Revenues, Expenditures and Changes in Fund Baances
Budget and Actua — Regulatory Basis

Revenues:
Local sources
State sources
Federa sources
Total revenues

Expenditures:
Instruction
Suppport services
Non-ingtructional  services
Fecilities
Total expenditures
Net change in fund balances
Adjustments to prior year encumbrances
Beginning fund balances

Ending fund balances

Specid Revenue Funds

For the Year Ended June 30, 2014

(continued)

Cooperative Fund

Total Special Revenue Funds

Original Final Original Final
Budget Budget Actual Budget Budget Actual
$ - - - 149,494 149,494 159,043
- - - 54,795 54,795 59,007
33,481 33,481 16,971 368,296 412,108 415,747
33,481 33,481 16,971 572,585 616,397 633,797
37,695 37,695 16,637 37,695 37,695 17,579
- - - 840,578 840,578 3,500
- - - 449,827 493,639 544,926
- - - - - 104,569
37,695 37,695 16,637 1,328,100 1,371,912 670,574
(4,214) (4,214) 334 (755,515) (755,515) (36,777)
4,214 4,214 4,214 755,515 755,515 755,515
$ - - 4,548 - - 718,738
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COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Combining Statement of Assets, Liabilities and Fund Equity
Fiduciary Funds— Regulatory Basis

June 30, 2014
Agency Trust
Funds Funds Total
Trust and
Activity Scholarship Agency
ASSETS Funds Funds Funds
Cash $ 142148 63,694 205,842
Tota assets $ 142148 63,694 205,842
LIABILITIES AND FUND EQUITY
Liabilities:
Due to student groups $ 142,148 - 142,148
Totd liabilities 142,148 - 142,148
Fund Equity:
Reserved for scholarships:
Streeter - 5,628 5,628
Miller - 38,409 38,409
Alexander - 2,613 2,613
Douglas - 2,001 2,001
Gilstrap - 5,904 5,904
Bachman - 6,860 6,860
Furnace - 2,279 2,279
Tota fund equity - 63,694 63,694
Totd liabilities and fund equity $ 142148 63,694 205,842
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COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Combining Statement of Changes in Assets and Liabilities

Assets

Cash and cash equivalents:
Activity fund

Liabilities

Due to Student Groups:
Football booster club
AES Parent faculty club
Generd fund
Elementary kindergarten
AES Library
Principals eementary
AES Phys Ed
AES Miscdlaneous
AES 21t CC,C
Alexander Grant
Ping Pong Club
CHS Key Club
MS Cheerleaders
MS Cheerleaders booster
MS Library
MS Sadd
MS STUCO
TSA club
TSA Booster Club
Principals middle school
Annual
Soccer
HS Academic team
Class of 2013
Art supplies
Mickey Mantle Tournament
Athletics-boys and girls track
AthleticsHS gate/officias
Athletics-concessions
Athletics-boys basketball
Athletics-softball
Athletics-Lift-A-Thon
Athletics-girls basketball
Athletics-basebal |
Lady Tigers basketball booster

Fiduciary Funds— Regulatory Basis

Agency Funds— Activity Fund

June 30, 2014
Balance Net Balance
July 1, 2013 Additions Transfers Deletions June 30, 2014

124,884 321,178 - 303,914 142,148
493 7,178 150 7,715 106
9,877 27,177 - 22,303 14,751
2,093 3,348 26 4,229 1,238
691 1,950 - 1,148 1,493
1,660 6,751 - 7,068 1,343
14,827 16,037 - 15,039 15,825
757 1,147 - 266 1,638
1,850 669 - 1,990 529
54 190 - 129 115
9 500 - 497 12
119 - - - 119
16 - - - 16
2,327 6,445 90 4,824 4,038
13 - - - 13
104 1 - - 105
8 - - - 8
294 2,632 - 1,981 945
307 11,179 - 11,308 178
- 8,237 - 1,000 7,237
237 5,982 182 4,443 1,958
4,926 7,313 - 8,695 3544
588 5,913 275 5,888 888
559 - - 179 380
26 - (26) - -
1,347 2,683 (50) 493 3,487
14,151 22,547 - 22,717 13,981
642 97 - 132 607
8,589 46,527 (422) 42,725 11,969
12,176 31,243 (629) 34,761 8,029
177 377 - 341 213
6,534 4,566 (125) 6,521 4,454
582 4,590 - 4,450 722
67 2,270 275 1,631 981
2,339 3,527 - 2,243 3,623
15 - - - 15
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COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Combining Statement of Additions and Deletions
Fiduciary Funds— Regulatory
Agency Funds— Activity Fund
For the Fiscal Year ended June 30, 2014

(continued)
Balance Net Balance
Liabilities (continued) July 1, 2013 Additions Transfers Disbursements June 30, 2014
Due to Student Groups (continued):

Band 2,269 8,025 - 7,567 2,727
Choir/AES Music 746 624 - 592 778
Band boosters 776 386 - 602 560
Baseball booster club 3,114 3,418 - 2,525 4,007
Banquet account 7 - - - 7
HS Cheerleaders 17 3,891 430 2,961 1,377
HS Cheerleader boosters 8,919 19,957 (305) 20,523 8,048
Girls Softball B Club 2,565 3,865 (250) 2,823 3,357
DramalSpeech 804 902 - 957 749
Boys basketbal booster club 69 3,495 (550) 2,905 109
FCCLA 6,222 19,444 75 19,668 6,073
FCA 152 - - - 152
Foreign Language 283 1,451 - 1,577 157
JR Parents After Prom 54 11,229 929 12,101 111
HS Library 614 27 - 309 332
NHS 4 3,903 - 2,873 1,034
HS Principa 6,885 1,470 (100) 4,253 4,002
HS SADD 192 - - 186 6
HS Science Club 419 398 - 353 464
Class of 2014 728 790 - 1,371 147
Class of 2015 - 2,340 (75) 1,956 309
Class of 2016 17 37 - - 54
HS STUCO 945 3,990 100 2,629 2,406
HS Miscellaneous 629 460 - 467 622

Tota liabilities $ 124,884 321,178 - 303,914 142,148
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Combining Statement of Revenues, Expenditures
and Changes in Fund Equity - Trust Funds
Endowment and Scholarship Funds
For the Fiscal Year Ended June 30, 2014

Revenues
Investment income
Contributions
Tota revenues

Expenditures
Scholarships
Total expenditures
Excess of revenues over expenditures

Fund equity reserved for endowment and scholarships, beginning

Fund equity reserved for endowment and scholarships, ending

$ 275
2,143
2,418

1,160
1,160
1,258
62,436

$ 63,694
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COMMERCE SCHOOL DISTRICT NO. 1-18

Ottawa County, Oklahoma

Schedule of Expenditures of Federa Awards
For the Fisca Year Ended June 30, 2014

Pass-
Through
Federal Grantor's Program Balance at Balance at
CFDA or Award June 30, Revenue Total June 30,
Federal Grantor/Pass-Through Grantor/Program Title Number Project Number Amount 2013 Collected Expenditures 2014
U.S. Department of Education
Direct Programs
Title VII - Indian Education 84.060 561 $ 56,433 (16,544) 72,977 56,433 -
Title VIII - Impact Aid 84.041 591,592 33,539 (23,516) 33,539 - 10,023
Sub-total 89,972 (40,060) 106,516 56,433 10,023
Passed Through Oklahoma State Department of Education
Title I, Grants to Local Educational Agencies 84.010 511 233,479 (98,037) 331,516 233,479 -
Title I, School Support 84.010 515 - (3,822 3,822 - -
Title I, Part C, Migrant Education 84.011 521 42,592 (11,259) 53,851 42,592 -
Titlell - Part A 84.367 541 33,567 (9,941) 43,508 33,567 -
Title 1l - Part A English Language Acquisition 84.365 572 16,971 - 16,971 16,971 -
Title IV - 21t Century Community Learning Centers 84.287 553 94,105 (83,358) 143,278 94,105 (34,185)
Title VI - Part B 84.358B 587 14,475 (4,590) 19,065 14,475 -
IDEA B - Flow Through 84.027 621 185,588 (37,283) 222,871 185,588 -
IDEAB - Preschool 84.173 641 2,802 - 2,802 2,802 -
Sub-total 623,579 (248,290) 837,684 623,579 (34,185)
Total U.S. Department of Education 713,551 (288,350) 944,200 680,012 (24,162)
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Schedule of Expenditures of Federa Awards
For the Fisca Year Ended June 30, 2014

(continued)
Pass-Through Program Balance at Balance at
Federal Grantor's Project or Award June 30, Revenue Total June 30,
Federal Grantor/Pass-Through Grantor/Program Title CFDA # Number Amount 2013 Collected Expenditures 2014
U.S. Department of the Interior
Bureau of Indian Affairs
Passed through the State of Oklahoma
Johnson O'Malley 3 month 15.130 563 $ 9,921 554 9,921 24,806 (14,331)
Total U.S. Department of the Interior 9,921 554 9,921 24,806 (24,331
U.S. Department of Health and Human Services
Passed through the Oklahoma Hedlth Care Authority
Medica Assistance Programs 93.778 698 58,130 - 58,130 17,000 41,130
Totd U.S. Department of Health and Human Services 58,130 - 58,130 17,000 41,130
U.S. Department of Agriculture:
Passed through the Oklahoma State Department of Education
Child Nutrition Cluster
Breskfast Program 10.553 764 88,276 - 88,276 88,276 -
Lunch Program 10.555 763 303,966 - 303,966 303,966 -
Summer Food Progam 10.559 766 5,998 - 5,998 2,664 3334
Passed through Oklahoma Department of Human Services
Commodities Distributed (Note A) 10.555 26,188 - 26,188 26,188 -
Total Department of Agriculture 424,428 - 424,428 421,094 3,334
Total Expenditures of Federal Awards $ 1,206,030 (287,796) 1,436,679 1,142,912 5971

Note A - Food Distribution: Non-monetary assistance is reported in the schedule at fair market value of the commodities received and disbursed.

Note B - The above schedule of expenditures of federal awards includes the federal grant activity of Commerce School Didtrict 1-18, Ottawa County, Oklahoma. The schedule was prepared
on a regulatory basis of accounting consistent with the preparation of the combined financial statements except for nonmonetary assistance noted in Note A.

Note C - The balance at 6/30/14 for Summer Food is due to fiscal year 2014 program expenditures being coded to the General Fund.

Note D - The difference of $1,121.50 between the OCAS reported amount of $55,311.30 and the above reported amount of $56,433 (rounded) for Indian Education is due to
indirect costs of $1,121.50. Indian Education is a directly-funded program.



COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Reports Required by Government Auditing Standards
June 30, 2014
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Independent Auditor’s Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

The Honorable Board of Education
Commerce School District No. 1-18
Commerce, Ottawa County, Oklahoma

We have audited, in accordance with auditing standards generally accepted in the United

States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, the
accompanying fund type and account group financial statements - regulatory basis within

the combined financial statements of Commerce School District No. I-18, Ottawa County,
Oklahoma (the District), as of and for the year ended June 30, 2014, and the related notes

to the financial statements, which collectively comprise the District’s financial statements,

and have issued our report thereon dated January 5, 2015, which was adverse with respect

© .. to the presentation of the financial statements in conformity with accounting principles
- fgenerally accepted in the Umted States of America because the presentatlon followed the

ol) to determine the audit
‘the purpose of expressmg our

on the effectiveness of the Di: al control.

302 S. Osage 43
Bartlesville, OK 74003

P (918) 336-0008 F (918) 336-7608

sambcpas.com



A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct misstatements on a timely basis. A material
weakness is a deficiency, or a combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged
with governance. '

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. 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.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the District’s internal control or on compliance. This report is an integral
part of an audit performed in accordance with Government Auditing Standards in
considering the District’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Sttty netcanbeTapgebas Bunctey fo

Stotts, Archambo, Mueggenborg & Barclay, PC
Certified Public Accountants
Bartlesville, OK

January 5, 2015
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Independent Auditor’s Report on Compliance for Each Major
Program and on Internal Control Over Compliance
Required by OMB Circular A-133

The Honorable Board of Education
Commerce School District No. I-18
Commerce, Ottawa County, Oklahoma

Report on Compliance for Each Major Federal Program

We have audited Commerce School District No. I-18, Commerce, Ottawa County,
Oklahoma (the District)’s compliance with the types of compliance requirements described
in the OMB Circular A-133 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, 2014.
The District’s major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

n31ble for compliance with the requirements of laws regulations,

States, Local Governments and Non-
ular A-133 require that we plan and
;\ ‘about whether noncompliance with the
d to above that could have a direct and material
ccurred. An audit includes examining, on a test basis,
s compliance with those requirements and performing such
 we considered necessary in the circumstances.

302 S. Osage
Bartlesville, OK 74003 45
P (918) 336-0008 F (918) 336-7608
sambcpas.com
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We believe that our audit provides a reasonable basis for our opinion on compliance for
each mgjor federd program. However, our audit does not provide a legad determination of
the Didrict’s compliance.

Opinion on Each Major Federal Program

In our opinion, Commerce School Didtrict No. 1-18, Commerce, Ottawa County, Oklahoma,
complied, in all materia respects, with the types of compliance requirements referred to
above that could have a direct and materia effect on each of its mgjor federal programs for
the year ended June 30, 2014.

Report on Internal Control Over Compliance

Management of Commerce School Digtrict No. 1-18, Commerce, Ottawa County, Oklahoma
(the Didtrict), 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 consdered the Didrict’s internal control over
compliance with the types of requirements that could have a direct and material effect on
each mgor 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
federa program and to test and report on interna control over compliance in accordance
with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Didtrict’sinterna control over compliance.

A déficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the norma course of
performing their assigned functions, to prevent or detect and correct noncompliance with a
type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility
that materid noncompliance with a type of compliance requirement of a federal program
will not be prevented or detected and corrected, on atimely 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 interna control over compliance, yet
important enough to merit atention by those charged with governance.

Our consderation of interna control over compliance was for the limited purpose described
in the first paragraph of this section and was not designed to identify al deficiencies in
internal control over compliance that might be material weaknesses or significant
deficiencies. We did not identify any deficiencies in internal control over compliance that
we consder to be materia weaknesses. However, materid weaknesses may exist that have
not been identified.
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The purpose of this report on internal control over compliance is solely to describe the
scope of our testing of internal control over compliance and the results of that testing based
on the requirements of OMB Circular A-133. Accordingly, this report is not suitable for
any other purpose. :

Stats, Oochsmbs, Truspgabes Boetey, o

Stotts, Archambo, Mueggenborg & Barclay, PC
Certified Public Accountants
Bartlesville, OK

January 5, 2015
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

Summary of Auditor’s Results

Financial Satements

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 group on the combined financial statements in
conformity with a regulatory bass of accounting prescribed by the Oklahoma Department of
Education.

Interna Control Over Financid Reporting:
Materiad Weskness(es) identified? __Yes _X No

Significant Deficiencies identified not considered to be material weaknesses?
__Yes_X No

Noncompliance materid to financia statements noted? _Yes _X No

Federal Awards:
Type of auditors report issued on compliance for mgor programs. Unqualif ied

Internal Control Over Mgor Programs.
Materid Weakness(es) identified? __Yes _X No

Significant Deficiencies identified no considered to be material weaknesses?
__Yes _X No

Audit findings disclosed that are required to be reported in accordance with Circular A-
133, Section .510(@? __Yes _X No

Dollar threshold used to distinguish Type A and Type B programs $300,000

Auditee Qudified as low-risk auditee? __Yes _X No
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

(continued)

Summary of Auditor’s Results (continued)

| dentification of Major Programs.

CFEDA Number

10.553
10.555
10.559
10.555
84.027
84.173

Findings — Financial Statement

Name of Federd Program

Child Nutrition Cluster - School Breakfast

Child Nutrition Cluster — School Lunch

Child Nutrition Cluster — Summer Food Program
Child Nutrition Cluster — Commodities

Specid Education Cluster - IDEA-B Flow Through
Speciad Education Cluster — IDEA-B Preschool

Audit

1. None

Findings and Questioned Costs—Major Federal Award Programs Audit

1. None
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COMMERCE SCHOOL DISTRICT NO. 1-18
Ottawa County, Oklahoma

Summary Schedule of Prior Audit Findings
For the Year Ended June 30, 2014
Financial Statement Findings:
None
Federa Programs Findings:

None
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COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma

Schedule of Accountant's Professional
Liability Insurance Affidavit
July 1, 2013 to June 30, 2014

State of Oklahoma

sS
County of Washington )

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 Commerce School District No. I-18 for the audit year 2013-
2014.

Statty, Qrctanbs Thuuggabny + Borcey fo

Stotts, Archambo, Mueggenborg & Barclay, PC
Certified Public Accountants
Bartlesville, OK

Subscribed and sworn to before me on this 3 & day of ’:Eb’ mg»/ , 2015,

My commission expires on: Zﬁh day of )’Ylm/c/x , 205
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COMMERCE SCHOOL DISTRICT NO. I-18
Ottawa County, Oklahoma
June 30, 2014

AUDIT ACKNOWLEDGEMENT

The annual independent audit for Commerce School District Number I-18 was presented to
the Board of Education in an Open Board Meeting on February 12, 2015, by Stotts,
Archambo, Mueggenborg & Barclay, PC.

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

A copy of the audit, including this acknowledgement form, will be sent to the State Board
of Education and the State Auditor and Inspector within 30 days from its 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.”

perifltﬂdent of ScHools Board of Edukcation Vice President
Ao EA ik, i
Board of Education President Board of #ducation ]@ember

Board of Educatic‘)'n Member

Subscribed and sworn before me or&éﬂj)d /3 , 2015.

ires A4 -] "7

)

Commission exp
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