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Cushing Public Schools

KOLN KNIGHT, SUPERINTENDENT
1401 NORTH LITTLE
CUSHING, OKLAHOMA 74023

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2014
Unaudited

As management of the Cushing School District Number 1-67 (the “District’), we offer readers of the District’s financial
statements this narrative overview and analysis of the financial activities of the District for the fiscal year ended June
30, 2014, The Intent of this discussion and analysis is to look at the District's financial performance as a whole;
readers should also review the basic financial statements and the notes to the basic financial statements fo enhance
their understanding of the District’s financial performance.

Financial Highlights
The total net assets of the District decreased $3,170,850 or 11.41% over the fiscal year.

General revenues accounted for $16,327,883 or 91.4% of total governmental activities revenue. Program specific
revenues accounted for $1,544,692 or 8.6% of total governmental activities revenue.

Governmental activities capital assets decreased by a net of $160,811, primarily due to work in process and
depreciation.

The District had $14,701,705 in expenses related to governmental activities, $1,544,692 of these expenses was
offset by program specific charges for services, grants or contributions. The remaining expenses of the
governmental activities were offset by property tax levies, state and county sources, and other miscellaneous
SOUrces.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District's basic financial statements. The
District's basic financial statements are comprised of three components: 1) government-wide financial statements, 2)
fund financial statements, and 3) notes to the financial statements. This report also contains required supplementary
information as well as other supplementary information. ' :

Government-wide financial statements — The government-wide financial statements are designed to provide
readers with a broad overview of the District's finances, in a manner similar to a private-sector business.

The Statement of Net Assets presents information on all of the Disirict's assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases In net assets may serve as a useful
indicator of whether the financial position of the District s improving or deferiorating.

The Statement of Activities presents information showing how the District's net assets changed during the most recent
fiscal year. Ali changes in net assets are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of the related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flows in future fiscal periods (e.g., uncollected property taxes).

The government-wide financial statements distinguish functions of the District that are principally supported by taxes
and intergovernmental revenues from other functions that are intended to recover all or a significant portion of their
costs through user fees and charges. The government-wide financial statements can be found on pages 8-9 of this
report,
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Fund financial statements — A fund is a grouping of related accounts that Is used to maintain control over resources
that have been segregated for specific activities or objectives. The District, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds
of the District can be divided into two categories — governmental funds and fiduciary funds.

Governmental Funds — Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on current sources and uses of spendable resources, as
well as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financlal statements. By doing so, readers may better understand the
long-term effect of the government's near-term financing decision. Both the governmental funds balance sheet and
the governmental fund statements of revenues, expenditures, and changes in fund balances provide a reconciliation
to facilitate this comparison between governmental funds and governmentatl activities.

The District maintains six individual governmental funds, Information is presented separately in the Governmental
Fund Balance Sheet and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund
Balances for the General, Sinking and Bullding Bond funds, all of which are considered to be major funds. Data from
the other three funds are combined into a single, aggregated presentation. Individual fund data for each of these non-
major governmental funds is provided In the form of combining statements elsewhere in this report.

The District adopts an annual appropriated budget for its General, Special Revenue (Building, CO-OP and Child
Nutrition Funds) and Debt Service Funds. Budgetary comparison schedules have been provided for the major funds
to demonstrate compliance with the budget and are presented as required supplemental information.

The basic governmental fund financial statements can be found on pages 10-13 of this report.

Fiduciary Funds — Fiduciary funds are used to account for resources held for the benefit of parties outside the
District. Fiduciary funds are not reflected in the government-wide financial statements because the resources of these
funds are not available to support the District's own programs.

The District uses an agency fund to account for resources held for student activities and groups. The basic fiduciary
fund financial statement can be found on pages 14-15 of this report.

Notes to the Financial Statements — The notes provide additional information that is essential fo a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on page 16-28 of this report.

Required Supplementary Information - [n addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the District's budgetary comparisons and
notes. Required supplementary information can be found on pages 29-34 of this report.

Other Information — The combining statements referred to earlier in connection with non-major governmental funds
are presented following the required supplementary information. Combining and individual statements and schedules
can be found on pages 35-36 of this report. :
Governmental-wide Financial Analysis

As noted earlier, net assets may serve over fime as a useful indicator of a government's financial position. In the case
of the District, assets (excluding accumulated depreciation) exceed liabliities by $30,963,853 as of June 30, 2014.
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The largest portion of the District's net assets (50.85%) reflects Its Investments in capital assets (e.g., land, buildings
and improvements, furniture, fixtures and equipment, and vehicles), less any debt used to acquire those assets that is
still outstanding. The District uses these capital assets to provide service to students; consequently these assets are
nof available for future spending. Although the District’s investment in its capital assets is reported net of related debt,
it should be noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets cannot be used to liquidate these liabilities.

District’s Nef Assets

Governmental Activities

6/30/14 6/30/13
Current and other assets 16,879,195 $ 13,029,527
Capital assets 265,686,182 25,756,993
Total assets 42 475,377 38,786,520
Long-term liabilities §,850,000 9,218,000
Other llabilities 1,661,524 1,175,517
Total liabilties 11,511,524 10,393,617
Net assefs:
Invested in capital assets, net of related debt 15,746,182 16,538,993
Restricted 14,054,843 10,148,051
Unrestricted 1,162,828 1,107,959
Total net assets $ 30,063,853 $ 27,793,003

An additional portion of the District’'s net assets (45.39%) represents resources that are subject to external restriction
on how they may be used. The remaining balance of unrestricted net assets $1,162,828 may be used to meet the
government's ongoing obligation to citizens and creditors.

As of June 30, 2014, the District is able to report positive balances in all three categories of nef assets for the
government as a whole.

Analysis of the District’s Operations — The following table provides a summary of the District's operations for the
year ended June 30, 2014 with comparative totals for the year ended June 30, 2013. Governmental activities
increased the District’s total net assets by $3,170,850.
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District’s Changes in Net Assets

Governmental Activities

6/30/14 6/30/13

Revenues:
Program revenues

Charges for services $ 375474 $ 317,147

Operating grants and contributions 1,169,218 1,221,078
General revenues.

Property taxes 12,238,276 8,486,139

State and county aid not restricted to

specific programs 3,904,361 3,898,142

Earnings on investments 12,332 6,300

Rental activities 64,090 53,515

Miscellaneous 108,135 53,076

Special items:

Adjustment to prior year encumbrances 669 946
Total reventles 17,872,655 14,036,343

Expenses:

Instructional services 7,795,830 7,671,977

Support services 4,854,228 4,652,605

Non-instructional services 374,140 425,034

Repayments 37,237 35227

Food service 819,729 729,830

Interest and fiscal agent charges 56,141 24,244

Unallocated depreciation 764,400 764,400

Total expenses 14,701,705 14,203,317

Increase in net assets 3,170,850 (166,974)
Net assets - beginning of year 27,793,003 27,969,977
Net assets - end of year ' $ 30,963,853 § 27,793,003

Financial Analysis of the Governments Funds

Governmental funds — The focus of the District's governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the District’s financing
requirements. In particular, unreserved fund balance may serve as a useful measure of a government's net resources
available for spending at the end of the fiscal year.

At the end of the current fiscal year, the District's governmental funds reported combined ending fund balances of
$30,063,853. Approximately 54% of the total amount ($16,208,010) constitutes unreserved fund balance. The
remainder of the fund balance is reserved to indicate that is not available for new spending because it has already
been committed 1) to pay for debt service ($3,040,995), 2) to pay for OTAC ($275,680), 3) to pay for Building
($1,344,423), 4) to pay for child nutrition ($248,654) and 5) to pay for capital projects ($9,145,091).

Capital Assets

The District's investment in capital assets for its governmental activities as of June 30, 2014, amounts to $52,661,230
(excluding accumulated depreciation). This investment in capital assets includes land, building and improvements,
furniture, fixtures and equipment, and vehicies.

Major capital asset events during the current fiscal year included the following:

Work in process for new middle school building



Gapital Assets at Year-end Excluding Accumulated Depreciation

Governmental Activities

( ) 6/30/14 6/30/13
) Land 3 099865 $ 999,865
Work in process 603,580 -
Buildings and improvements 40,901,329 40,901,329
Furniture, fixtures and equipment 7,667,107 7,667,107
Vehicles 2,489 339 2,489,339
Total 3 52,661,230 $ 52,057,640

Additional information on the District's capital assets can be found in note 2 on page 25 of this report.
Debt Administration

At the end of the current fiscal year, the District had a total of general obligation bonds payable of $9,850,000, which
are backed by the future revenues of the Debt Service Fund.

Outstanding Debt at Year-end — General Obligation Bonds and Lease Payable

Governmental Activities

6130114 8130/13
General obligations 3 9,850,000 $ 9,180,000
Leases payable - 38,000
Total $ 9,850,000 $ 9,218,000

Additional information on the District's long-term debt can be found in footnote 2 on pages 25-26 of this report.
( “') Economic Factors and Next Year’s Budgets and Rates

in the 2014-15 Budget, General fund revenues are budgeted to increase from the 2013-14 Budget. Generai property
taxes as ceriified assessed valuations have increased over this year. The state sources of revenue make up 25% of
General fund revenues and have decreased by 3% from the preceding year. This revenue source is the most volatile
and subject to decline if the State of Okiahoma is unable ta supplement its income.

As a result of the potential impact in revenue, the District has made a concerted effort to limit appropriations to only
those items truly necessary.

Request for Information
The financial report is designed to provide a general overview of the District's finances for all those with an interest In

the government's finances. If you have guestions about this report or need any additional information, contact Koln
Knight, Superintendent, 1401 North Little, Cushing, OK 74023, or call 918-225-3425.
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CUSHING SCHOOL DISTRICT NUMBER I-67
Payne County, Oklahoma

STATEMENT OF NET POSITION - REGULATORY BASIS
June 30, 2014

Governmental
Activities
Assets:
Cash and investments $ 16,879,195
Capital Assets:
Land 999,865
Work in process 603,589
Depreciable buildings, property and equipment
net of depreciation 23,992,728
Total assets 42 475 377
Liabilities:
Warrants payable 1,661,524
Encumbrances -
General obligation bonds payable currently 4,325,000
Long-term liabilities:
General obligations tonds payable 5,625,000
Total liabilities 11,511,524
Net Position:
Invested in capital assets, net of related debt 15,746,182
Restrictad 14,054,843
Unrestricted 1,162,828
Total net position $ 30,963,853

The accompanying notes are an integral part of the basic financial statements.
8
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CUSHING SCHOOL DISTRICT NUMBER I-67
Payne County, Oklahoma

STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION - REGULATORY BASIS
For the Fiscal Year Ended June 30, 2014

Net (Expense)
Revenue and Changes
Program Revenues in Net Position
Operating Total
Charges for Grants and Governmental
Functions/Programs Expenses Services Contributlons Activities
Governmental activities:
Instruction $ 7795830 §$ 4,480 $ 596,915 $ (7,194,435)
Support services 4,854,228 135,266 - {4,718,962)
Non-instructional services 374,140 - - (374,140)
Other outlays 37,237 - - (37,237)
Food Service 819,729 235,728 572,303 (11,698)
Interest and fiscal agent charges 56,141 - - (56,141)
Unallocated depreciation™ 764,400 - - (764,400}
Total school district $ 14,701,705 $ 375474 $ 1,169,218 (13,157,013}
General revenues:
Property taxes, levied for general purposes 8,760,953
Property taxes, levied for debt service 3,477,323
State aid : 3,349,901
County sources not restricted to specific programs 554,460
Earnings on investments 12,332
Rental activities 64,090
Miscellaneous 108,135
Special items:
Adjustments to prior year encumbrances 669
Total general revenues and transfers 16,327,863
Change in net assets 3,170,850
Net position - beginning of year 27,793,003
Net position - end of year $ 30,063,853

*_This amount does not include the depreciation that is Inciuded in the direct expenses of various programs.

The accompanying notes are an integral part of the basic financial statements.
9



CUSHING SCHOOL DISTRICT NUMBER I-67
Payne County, Oklahoma

_ BALANCE SHEET
(’ “) GOVERNMENTAL FUNDS
: REGULATORY BASIS
June 30, 2014

Capiltal :
Projects Other Total
General Debt Governmental Governmental
Fund General Service Funds Funds

Assets: :
Cash and investments $ 2758424 § 9,1450%1 $ 3,040,995 % 1,033,685 § 16,879,195

Total assets & 2,759,424 $ 9,145,091 3,040,995 § 1,933,685 § 16,879,195
Liabilities: ‘
Warrants payable $ 1,596,696 $ - % - § 64,928 $ 1,661,524
Encumbrances - - - - -
Total liabilities 1,596,586 - - 64,928 1,661,524
Fund balances:
Restricted for:
Debt service - - 3,040,985 - 3,040,995
CO-OP - - - 275,680 275,680
Building - - - 1,344,423 1,344,423
Child nutrition - - - 248,654 248,654
(\ ) Capital projects - 9,145,091 - - 9,145,091
Unassigned 1,162,828 - - - 1,162,828
Total fund balances 1,162,828 9,145,091 3,040,895 1,868,757 15,217,671
Total liabilities
and fund balances & 2,759,424 § 9,145,091 $ 3,040,095 $ 1,833,685 § 16,879,195

The accompanying notes are an integral part of the basic financial statements.
10
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE GOVERNMENT-WIDE
STATEMENT OF NET ASSETS - REGULATORY BASIS
June 30, 2014

Total Fund Balances - Total Governmental Funds $ 15,217,671

Amounts reported for governmental activities in the statement of net
assets are different because:

Capital assets used in governmental activities are ot financial resources
and, therefore, are not reported in the funds. These consist of;

Land 999,865
Work in process 603,589
Depreciable buildings, property and equipment

net of depreciation 23,992,728

25,596,182
Long-term liabilities are not due and payable in the current period

and, therefore, are not reported in the funds. (¢,850,000)
Net assets of governmental activities $ 30,963,853

The accompanying notes are an integral part of the basic financial statements.
11
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CUSHING SCHOOL DISTRICT NUMBER |-67
Payne County, Oklahoma

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Revenues:
Local sources $
intermediate sources
State sources
Faderal sources
Total revenues

Expenditures:
[nstruction
Support services
Non-instructional services
Capital outlay
Other outlays
Repayments
Debt service:
Principal retirement
Interest & fiscal agent charges
Total expenditures

Excess of revenues over (under)
expenditures

Adjustments to prior year
encumbrances

Net changes in fund balance
Fund balance - beginning of year

Fund balance - end of year $

GOVERNMENTAL FUNDS
REGULATORY BASIS
For the Fiscal Year Ended June 30, 2014

Capital

Projects Other Total
General Debt Governmental Governmental

Fund General Service Funds Funds
7,857,787 $ 1,205,152 § 3,484,859 $ 1,450,509 $ 13,998,307
554,460 - - - 554,460
2,065,549 - 35 389,004 3,364,678
596,915 - - 557,526 1,154,441
14,974,711 1,205,152 3,484,894 2,407,129 19,071,886
7,795,830 - - - 7,795,830
4,068,684 106,840 - 678,704 4,854,228
12,735 - - 1,181,134 1,193,869
- 603,589 - - 603,689
3,874 - - - 3,874
- - ' - 33,363 33,363
38,000 - 530,000 - 568,000
1,231 - 54,910 - 56,141
11,920,354 710,429 584,910 1,893,201 15,108,894
54,357 494723 2,899,984 513,928 3,962,992
512 - - 157 669
54,869 494,723 2,889,984 514,085 3,963,661
1,107,959 8,650,368 141,011 1,354,672 11,254,010
1,162,828 § 9,145091 § 3,040,985 $ 1,868,757 $ 15,217 671

The accompanying notes are an integral part of the basic financial statements.

12



CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

- RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENTS OF REVENUES, EXPENDITURES AND
\( ) CHANGES IN FUND BALANCE TO THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES AND CHANGES

IN NET ASSETS - REGULATORY BASIS
For the Fiscal Year Ended June 30, 2014

Net Change in Fund Balances - Total Governmental Funds $ 3,963,661
Amounts reported in governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets have hot been reflected. This is the amount of capital
outlays during the current period. 603,589

Depreciation expense on capltal assets is reported in the Government-Wide Statement of
Activities and Changes in Net Assets, but they do not require the use of current financial
resources. Therefore, depreciation expense is not reported as expenditures in
Governmental Funds. (764,400)

Bond proceeds are reperted as income in governmental funds, the receipt of bond proceeds
increase long-term liabilities in the statement of net assets. This is the amount of bond
praceeds received durlng the current period. {1,200,000)

Repayment of long-term obligations is reported as an expenditure in governmental funds,

S the repayment reduces long-term liabilities in the statement of net assets. This is the
(\ ) amount of repayments during the current period. 568,000
Change in net assets of governmental activities $ 3,170,850

The accompanying notes are an integral part of the basic financial statements.
13
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
AGENCY FUND
REGULATORY BASIS
June 30, 2014

School Activity Funds

The accompnaying notes are an integral part of the basic financial statements.

14

Balance Balance
July 1, June 30,
2013 Additions Deletions 2014
Assets:
Cash:
Migh school $ 113,810 $ 478,504 $ 478,641 3 113,673
Middle school 49,734 78,642 69,581 58,795
Central office 75,965 69,117 68,416 76,666
Total Assets 239509 § 626,263 $ 616,638 $ 249,134
Liabilities:
Due to student groups:
High school:

Administration 2,874 $ 8,002 § 9,177 % 2,599
Art 49 - - 49
Athletics 32,180 94,5640 94,413 32,307
Band 1,050 16,889 15,826 2,113
FEA 8,573 93,399 92,920 9,052
FCCLA 43 751 698 96
Dance Team 373 16,811 15,861 1,323
Cheerleading 2,651 20,516 22,438 629
Spanish Club 79 - 23 56
Flowers 2,028 - 1,000 1,028
Media Center 836 3,634 2,212 2,258
Girls Basketball - 4,948 4,119 829
All Sports 48,572 154,168 156,346 44,394
Drama 2,433 4717 5,270 1,880
Student Council 2,808 14,436 14,472 2,772

Boys Basketball 117 6,120 6,237 .
Yearbook 7,060 17,420 16,485 7,995
Vocal Music 877 13,252 13,476 653
Academic Team 171 50 - 221
9th Cheserleaders 44 - - 44
Math/Science/Physics 408 2,636 2,580 462
FCA 1,038 - - 1,038
NHS/GT 466 4,240 3,828 878
Reese-MMR 104 - - 104
Quarterback Club 741 - - 741
Soccer 337 1,075 1,260 162
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
AGENCY FUND
REGULATORY BASIS
June 30, 2014

School Activity Funds

Balance Balance
July 1, June 30,
2013 Additions Deletions 2014
{Continued):
Middle school:

Administration 7,375 10,667 6,239 11,803
Tiny Tigers 1,080 16,654 16,720 1,014
Home-Ec 542 2,243 2,165 620
Athletics 23,265 26,999 25,867 24,397
Student Councll 9,258 4. 582 2120 11,720
Yearbook 4,831 4,205 3,386 5,650
Library 249 448 242 455
Art 204 591 682 113

Title | - - - -

Tech-Ed - - - -
Student Store 1,390 2,174 2,264 1,300

Communications - - - -
Chorus 1,539 10,079 9,898 1,722

Central office:

Clearing - 2,488 2,488 -
Community Education 396 - - 396
Demonstration Center 5,168 6,841 3,817 8,192
Office Fund 4,968 1,510 1,857 4,621
Deep Rock 6,644 5,974 6,595 6,023
Harmony 14,574 22,888 24,836 12,626
Harrison 1,922 2,246 3,116 1,052
Sunnyside 28,760 8,152 8,263 28,649
Wilson 4,922 4,372 3,720 5,574
Banguet 2,093 - - 2,093
Special Education 613 137 - 750
Wilson Child Enrichment 5,906 13,738 12,951 6,691

District Health & Wellnass - 773 773 -
Total Liabilities § 239,509 § 626,263 $ 616,638 $ 249,134

The accompnaying notes are an Integral part of the basic financial statements.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the Cushing School District Number 1-67 (the “District’) have been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP) as applied to local
government units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setiing body for
establishing governmental accounting and financial reporting principles. The more significant accounting policies of
the District are described below.

A. Reporting Entity

The District is a corporate body for public purposes created under Title 70 of the Oklahoma Statutes and
accordingly is a separate entity for operating and financial reporting purposes. The District is part of the public
school system of Oklahoma under the general direction and control of the State Board of Education and Is
financially dependant on state of Oklahoma support. The general operating authority for the public school system
is the Oklahoma Schoo! Code contained in Title 70, Oklahoma Statutes,

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

These financial statements present only the actlvities of the District. The Cushing Public School Foundation is not
included in the reporting entity since the District does not appoint any of the board members or exercise any
oversight authority over the Foundation. The Foundation is an independently operated non-profit organization that
was developed to assist teachers in improving the quality of education and to provide scholarships. The
Foundation exists outside the operational boundaries of the school system. There are no component units
(entities considered to be financially accountable to the District).

B. Measurement Focus, Basis of Accounting and Basis of Presentation — Fund Accounting

The District prepares its financial statementsin a presentation format that is, in substance, the format established
by GASB Statement No. 34, Basic Financial Statements-Management’s Discussion and Analysis for State and
Local Govermments.

As to basis of accounting, the basic financial statements are essentially prepared on a basis of cash receipts and
disbursements modified as requlred 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 purchased.

[nventories of school supplies are recorded as expenditures and not as assets.

Warrants payable are recorded as liabilities when issued.

Long-term debt is recorded when incurred.

Compensated absences are recorded as an expenditure and liability when the obligation is paid.
Capltal assets are recorded when acquired and depreciated over their useful lives.
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CUSHING SCHOOL DISTRICT NUMBER [-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation — Fund Accounting (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, orwhen they are
earned, and expenditures or expenses to be recognized when the related liabilifies are incurred for governmental
fund types; and, when revenues are earned.

The Fund financial statements conform to the regulatory (statutory) basis of accounting, which is another
comprehensive basis of accounting other than generally accepted accounting principles. The accounting policies
are prescribed by the Oklahoma Department of Education and conform to the system of accounting authorized by
the State of Oklahoma.

The District’s basic financial statements consist of government-wide statements, including a statement of net
position and a statement of activities, and fund financial statements, which provide a more detailed level of
financial information. Basis of accounting determines when transactions are recorded in the financial records and
reported on the financial statements. Government-wide financial statements are prepared using the accrual basis
of accounting. :

Government-wide Financial Statements — The statement of net position and the statement of activities display
information about the District as a whole. These statements include the financial activities of the primary
government, except fiduciary funds.

The statement of net position presents the financial condition of the District activities at year-end. The statement
of activities presents demanstrates the degree to which the direct expenses of a given program are offsef by
program revenues. Direct expenses are those that are clearly identifiable with a specific program. Program
revenues include 1) charges to students or applicants who purchase, use, or directly benefit from goods, services,
or privileges provided by a given function and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function.

Taxes, interest and other items hot properly included among program revenues are reported instead as general
revenues.

Fund Financial Statements — During the year, the District segregates transactions related to certain District
functions or activities in separate funds in order to ald financial management and to demonstrate legal cormpliance.
Fund financial statements are designed to present financial information of the District at this more detailed level.

. The focus of governmental and enterprise fund financial statements is on major funds. Each major fund is

presented in a separate column. Non-major funds are aggregated and presented in a single column. Fiduciary
funds are reported by type.

Fund Accounting — The accounts of the District are organized and operated on the basis of funds. A fundis an
independent fiscal accounting entity with a seli-balancing set of accounts. Fund accounting segregates funds
according to their intended purpose and is used to aid management in demonstrating compliance with finance-
related legal and contractual provisions. The minimum number of funds is maintained consistent with legal and
managerial requirements. There are two categories of funds; governmental and fiduciary.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

B.

Measurement Focus, Basis of Accounting and Basis of Presentation — Fund Accounting (Continued)

Governmental Funds — are used to account for the District's general activities including the collection and
disbursement of earmarked monies (special revenue funds), the acquisition or construction of general fixed assets
(capttal projects funds), and the servicing of general long-term debt (debt service funds). Governmental fund types
use the Regulatory (Statutory) basis of accounting, which is primarily cash receipts and disbursements with certain
modifications as required by the regulations of the Oklahoma State Department of Education. Ifthe District utilized
the basis of accounting recognized as generally accepted, the governmental funds would use the modified accrual
basis of accounting based on the flow of current financial resources measurement focus recognizing revenues
when susceptible to accrual (i.e., when they become measurable and available, normally considered available if
collected within 60 days of the end of the current fiscal period). As a result Ad valorem taxes on real and personal
property associated with the current fiscal period and all other revenue items are recorded as revenues when
collected rather than when "measurable” and "available." Entitlements, grants and shared revenues are recorded
at the time of receipt. 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 which 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 accounting principles generally accepted in the United States of
America.

The following are the District's major governmental funds:

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

Capltal Projects fund — consists of the District's Bond Fund and accounts for the proceeds of bond sales used
exclusively for acquiring school sites, constructing and equipping new school facilities, renovating existing
facllities, acquisition of technical equipment and the acquisition of transportation equipment.

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

Other governmental funds of the District that are considered non-major funds include:

Special Revenue funds ~ account for revenue sources that are restricted to expenditures for specific purposes
(not including expendable trusts or major capital projects). The special revenue funds are composed of the
District's Building Fund, Child Nutrition Fund and CO-OP Fund. These are budgeted funds and any fund
balances are considered as resources available for use,
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CUSHING SCHOOL DISTRICT NUMBER |-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation — Fund Accounting {Continued)

Building Fund — is @ special revenue fund which consists mainly of monies derived from property taxes
levied for the purpose of erecting, remodeling, repairing, or maintaining school buildings and for
purchasing furniture, equipment and computer software to be used on or for school district property, for
paying energy and utility costs, for purchasing telecommunications services, for paying fire and casualty
insurance premiums for school facilities, for purchasing security systems, and for paying salaries of
security personnel. .

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

CO-OP Fund ~ is a special revenue fund which is called the Oklahoma Technical Assistance Center. It
accounts for revenue sources that are restricted to expenditures for specific purposes. These are
budgeted funds and any fund balances are considered as resources available for use.

Fiduciary Funds ~ account for assets held by the District in a trustee capacity or as an agent on behalif of others.

Agency fund — is custodial in nature and do 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 Schoot Activities Fund
used fo 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.

C. 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
cettificates 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 estimates of the fair value of
all financlal instruments does not differ materially from the aggregate carrying values of iis financial
instruments recorded in the accompanying statement of net assets and fund balance sheets. The carrying
amount of these financial Instruments approximates falr value because of the short maturity of these
instruments.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

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

3.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

[nterfund Transactions

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

Inventories

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

Ca'pital Assets

Capital assets, which include land, buildings and improvements, fumiture, fixtures and equipment, and
vehicles, are reported in the government-wide financial statements. The District defines capital assets as
assets with an initial, individual cost of more than $2,500 and an estimated useful life in excess of two years.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair value at the date of donation.

The cost of normal maintenance and repairs that do not add value of the asset or materially extend assets
lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during construction Is not capitalized.

All reported capltal assets are depreciated except for land. Improvements are depreciated over the remaining
usefu! lives of the related capital assets. Depreciation is computed using the straight-line method over the
following estimated useful lives:

Assets Years
Buildings and improvements 40 -100
Furniture, Fixtures and Equipment 10 -100

Vehicles 5-40
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CUSHING SCHOOL DISTRICT NUMBER [-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

7. Compensated Absences

The District provides vacation and sick leave benefits in accordance with Title 70 of the Oklahoma Statutes,
Article 6-104, which provides for annual sick leave and personal business days. District policy allows certified
employees to accumulate such days to a maximum number of days. None of the benefits are payable upon
retirement or death. Accrued vacation and sick leave benefits are not reflected in the financlal statements
because such statements are preparad on the regulatory basis of accounting. This practice differs from
generally accepted accounting principles.

Long-term Obligations

In the government-wide financial statements, long-term debt and long-term lease obligations are reported as
liabilitles in the applicable statement of net position.

Net Position

In the government-wide financial statement, net position represent the difference between assets and
liabilities. Net position invested in capital assets, net of related debt, consists of capltal assets, net of
accumulated depreciation, reduced by the outstanding balances of any borrowing used for the acquisition,
construction, or improvement of those assets. Net position are reported as restricted when limitations on their
use change the nature or normal understanding of the availability of the asset. Such constraints are either
externally imposed by creditors, contributors, grantors, laws or other governments, or are imposed by law
through constitutional provisions or enabling legislation.

In the fund financial statements, governmental funds report the hierarchy of fund balances. The hierarchy is
based primarily on the degree of spending constraints placed upon use of resources for specific purposes
versus availabifity of appropriation. An important distinction that is made in reporting fund balance is between
amounts that are considered nonspendable (i.e., fund balance associated with assets that are not in
spendable form, such as inventories or prepaid items, long-term portions of loans and notes receivable, or
items that are legally required to be maintalned intact (such as the corpus of a permanent fund)) and those
that are spendable (such as fund balance associated with cash, investments or receivables).

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

Restricted fund balance represents amounts that are constrained either éxternally by creditors (such as
debt covenants), grantors, contributors or laws or regulations of other governments; or by law, through
constitutional provisions or enabling legislation.

Committed fund balance represents amount that are useable only for specific purposes by formal action
of the government's highest level of decision-making authority. Such amounts are not subject to legal
enforceability (like restricted amounts}, but cannot be used for any other purpose unless the government
removes or changes the limitation by taking action similar to that which Imposed the commitment.
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CUSHING SCHOOL DISTRICT NUMBER [-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

8.

10.

11.

12

Net position {Continued)

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

Unassigned fund balance is the residual classlfication for the general fund. It represents the amounts
that have not been assigned to other funds, and that have not been restticted, committed, or assigned to
specific purposes within the general fund.

Property Taxes and Other Local Revenues

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

Intermediate Revenues

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

State Revenues

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

Revenues from state sources for current operations are primarily governed by state aid formula under the
provisions of 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 documnentation, the State Department of Education may adjust subsequent fiscal
period allocations of money for prior year errors disclosed by review. Normaily, such adjustments are treated
as reductions or additions of revenue of the year when the adjustment is made.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

13.

14,

15,

()

Federal Revenues

Federal revenues consist of revenues from the federal government in the form of operating grants or
entitements. An operating grantis a contribution to be used for a specific purpose, activity or facility. Agrant
may be received sither 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 contained in applicable statutes. The majority of the federal revenues recsived by the
District are apportioned to the general fund. The District maintains a separate chiid nutrition fund and the
federal revenues received for the child nutrition programs are apportioned there.

Non-Monetary Transactions

The District receives commodities from the U. S. Department of Agriculture. The value of these commodities
has been included in the Schedule of Expenditures of Federal Awards and they have been reflected in the
basic financial statements as revenue and expense.

Resource Use Policy

It is in the School's policy for all funds that when an expenditure/expense is incurred for purposes for which
both restricted and unrestricted resources, including fund balances, are available, the School considers
restricted amounts to be spent first before any unrestricted amounts are used. Furthermors, itis the School's
policy that when an expenditure/expense is incurred for purposes for which committed, assigned, or
unassigned resources, including fund balances, are available, the School considers committed amounts o be
spent first, followed by assigned amounts and lastly unassigned amounts.

2. DETAILED NOTES CONCERNING THE FUNDS

A. Deposits and Investments

Custodial Cradit Risk

At June 30, 2014, the District held deposits of approximately $17,128,329 at financial institutions. The District's
cash deposits, Including interest-bearing certificates of deposit, are entirely covered by Federal Depository
Insurance (FDIC) or direct obligation of the U.S. Government insured or collateralized with securities held by the
District or by its agent in the District’s name.

Investment Interest Rate Risk

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

Investment Credit Risk

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

a. Direct obligations of the U.S. Government, its agencies and instrumentalities to which the full faith and credit

()

of the U.S. Government is pledged, or obligations to the payment of which the full faith and credit of the
State is pledged.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
L \ June 30, 2014

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

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

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

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

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

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

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

Weighted
Average
Maturity Credit Market
Type (Months) Rating Value Cost
(“ ) Investments ' .

Money Market N/A AAAM $ 11,128,329 § 11,128,328

CDs 14 6,000,000 6,000,000

Total investments $17,128,320 § 17,128,329

Concentration of Investment Gredit Risk

The District places no limit on the amount it may invest in any one issuer. The District has the following of credit
risk: 65% in Money Market funds ($11,128,329) and 35% in Certificates of Deposit ($6,000,000).

v
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CUSHING SCHOOL. DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

2. DETAILED NOTES CONCERNING THE FUNDS (Continhued)

B. Capital Assets

Primary Government capital asset activity for the year ended is as follows:

Balance Balance
Governmental Activities: 6/30/13 Additions Disposals . 6/30/14
Non-depreciable assets:
Land $ 999,865 $ - % - % 999,865
Work in process - 603,589 - 803,589
Total non-depreciable assets 909,865 603,589 - 1,603,454
Depreciable assets:
Buildings and improvements 40,901,329 - - 40,901,329
Fumiture, fixtures and equipment 7,667,107 - - 7,667,107
Vehicles 2,489,339 - - 2,489,339
Total depreciable assets 51,057 775 - - 51,057,775
Less accumlated depreciation:
Buildings and improvements (17,413,086) (409,013) - (17,822,099)
Furniture, fixtures and equipment (6,770,3786) (172,168) - (6,942,544)
Vehicles (1,352,185) (183,219) - (1,535,404}
Total accumulated depreciation (25,535,647) (764,400} - {26,300,047)
Net depreciable assets ) 25,622 128 (764,400) - 24,757,728
Net governmental activities capital assets $__ 26,521,993 $ (160,811) $ - $ 26,361,182

C. Long-term Debt

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

revenues of the debt service fund.

The Districtissued combined purpose bonds in the amount of $2,075,000 on June 1, 2009. Bond maturifies begin
June 1, 2011 with payments of $515,000 per year and then a final payment of $530,000. The bond issue was paid

off in the current year.

The District issued building bonds in the amount of $1,200,000 on June 1, 2014. Bond maturities begin June 1,
2016 with a payment of $1,200,000. Debt service requirements for the 2014 building bonds are as follows:

Year General
Ended Obligation Bonds Total
June 30, Rate Principal Interest Requiraments
2015 1.00% % - $ 12,000 $ 12,000
2018 1.00% 1,200,000 12,000 1,212,000
3 1,200,000 % 24000 § 1,224,000

25



PR

()

CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

2. DETAILED NOTES CONCERNING THE FUNDS (Continued)

C. Long-term Debt (Continued)

The District issued building bonds in the amount of $8,650,000 on June 1, 2013. Bond maturities begin June 1,
2015 with payments of $4,325,000 per year. Debt service requirements for the 2013 building bonds are as follows:

Year General
Ended Obligation Bonds Total
June 30, Rate Principal Interest Reguirements
2015 0.50% § 4,325,000 $ 43,250 § 4,368,250
2016 0.50% 4,325,000 21,625 4,346,625
$ 8,650,000 § 64,875 § 8,714,876

Debt service requirements for ali bonds is as follows:

Year General Obilgation

Ended Bonds Total
June 30, Principal Interest Reqguirements

2015 $ 4,325,000 § 55250 % 4,380,250

2018 5,525,000 33,625 5,558,625

Total $ 9,850,000 § 88,875 $ 9,838,875

. lLeases

The District executed a lease for purchase of vehicles on November 15, 2012 with MR, Inc. The amount of the
lease is $75,000 with interest at 3.2382%. This lease was paid off in the current year. :

As per Oklahoma Statutes 200, Section 430.1, the District executed a lease for construction, equipment and
capital improvement of the new middle school building, a roofing project and a new track during the 2013-14 year,
The lease is to be financed by the issue of building bonds on a yearly basis and paid annually.

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,

. Changes in General Long-term Debt

Long-term debt consists of bonds payable and lease obligations. The following is a summary of the changes in
general long-term debt transactions of the District for the fiscal year.

Balance Balance
July 1, 2013 Additions Reductions June 30, 2014
Bonds payable S 9,180,000 $ 1,200,000 $ 530,000 $ 9,850,000
Leases payable 38,000 - 38,000 -
Total $ 0,218,000 $ 1,200,000 $ 568,000 $ 9,850,000

The new bond issue In the current year was a portion of a school bond issue which amounted to $39.5 million. It
will be used for the construction of a middie school, a roofing project and a new track.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

3. OTHER INFORMATION

A. Risk Management

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

The School also participates in a risk pool for Workers' Compensation coverage in which there is a transfer or
pooling of risks among the participants of that pocl. In accordance with GASB No. 10, the School reports the
required contribution to the pool, net of refunds; as insurance expense. The risk pool Is the Oklahoma School
Assurance Group (OSAG), an organization formed for the purpose of providing workers' compensation coverage
to participating schools in the State of Oklahoma.

In that capacity, OSAG is responsible for providing loss control services and certain fiscal activities, including
obtaining contract arrangements for the underwriting, excess insurance agreements, claims processing, and legal
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 fo 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 L.oss 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 1.8% of their payroll if they electto. The
money contributed by each District earns interest and is fully insured. If the District has claims in excess of the
amount in their account they would be liabie 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, to be immaterial.

. 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 $46,557.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TC THE BASIC FINANCIAL STATEMENTS
June 30, 2014

3. OTHER INFORMATION (Continued)

D. Employee Retirement System and Plan

Description of Plan

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

The Oklahoma Teachers’ Retirement System issues a publicly available financlal report that includes financial
statements and required supplementary information for the System. That report may be obtained by writing to the
Oklahoma Teachers’ Retirement System, P.O. Box 53624, Oklahoma District, OK 73152 or by calling 405-521-
2387.

Basis of Accounting

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

The System has an under-funded pension benefit obligation as determined as part of the latest actuarial valuation.

Funding Policy

The District, the State of Oklahoma, and the participating employee make contributions. The contribution rates for
the District and its employees are established by and may be amended by Oklahoma Statutes. The rates are not
actuarially determined. The rates are applied to the employee’s earnings plus employer-paid fringe benefits. The
required contribution for the participating members is 7.0% of compensation. Additionally, OTRS receives “federal
matching contributions” for positions whose funding comes from federal sources or certain grants. The District
and State are required to contribute 14.0% of applicable compensation. Contributions received by the System
from the State of Oklanoma are from 3.54% of its revenues from sales tax use taxes, corporate income taxes and
individual Income taxes. The District contributed 9.5% and the State of Oklahoma plus the federal contribution
contributed the remaining 4.5% during this year. The District is allowed by the Oklahoma Teachers' Retirement
System to make the required contributions on 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 2014, 2013 and 2012 were $735,378, $685,232 and $723,578, respectively.

. Surety Bonds

The Activity Fund Clerks are bonded by Ohio Casualty Insurance Company. The bond number is 5080586, it
covers each activity fund clerk for the penal sum of $5,000, and it is for the term July 1, 2013 to June 30, 2014.

The Superintendent is bonded by Ohio Casualty Insurance Company. The bond number is 5080588, for the penal
sum of $100,000 for the term July 1, 2013 to July 1, 2014.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2014

3. OTHER INFORMATION (Continued)

E. Surety Bonds (Continued)

The Lunch Fund Clerks are bonded by Ohlo Casualty Insurance Company. The bond number is 5080586, it
covers each lunch fund clerk for the penal surn of $10,000, and it is for the term July 1, 2013 to June 30, 2014,

The treasurer is bonded by Ohio Casualty Insurance Company. The bond number is 5080586, for the penal sum
of $100,000 for the term July 1, 2013 to July 1, 2014,

The encumbrance clerk is bonded by Ohio Casualty Insurance Gompany. The bond number is 50805886, for the
penal sum of $5,000 for the term July 1, 2013 to July 1, 2014

The minutes clerk is bonded by Chio Casualty Insurance Company. The bond number is 5080586, for the penal
sum of $5,000 for the term July 1, 2013 to July 1, 2014,

RELATED PARTY

The Cushing Educational Facilities Authority was created by Trust Indenture dated September 13, 2013, under the
provisions of Title 80, Oklahoma Statutes 2011, Sections 176 to 180.3, inclusive. The Trust was created generally to
promote the development of educational, recreationai and cultural activities within and near the territorial limits of the
City and fo thereby provide educational, recreational and cultural facilities which will benefit and strengthen culture and
the sconomy of the City of Cushing, Oklahoma. The Authority is exempt from State and Faderal Income taxes. In
2013, the Authority will issue 2013 General Obligation Bonds in the amount of $39,730,000 for the purpose of
constructing, equipping, repairing and remodeilng school buildings, acquiring school furniture, fixtures and equipment
and acquiring and improving schoot sites. Final maturity of those bonds has not been determined at this time.
Construction of facilities started during the year. The City of Cushing, as beneficiary, has elected to preserve the legal
structure of this Authority for a potential future use. The School will be liable to pay these monies back through hond
issues.

SUBSEQUENT EVENTS

Management has evaluated subsequent events through the date of the audit report, which is the date the financial
statements were available to be issued and have determined that there is a possibility that the Cushing School Building
Fund may be required to re-pay Stroud Schocls Building Fund for excess property tax revenues received due fo
Lincoln County incorrectly identifying the school districts in the property tax valuations. No estimated ameunt of liahility
has been added to the financial statements at this time.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

REQUIRED SUPPLEMENTAL INFORMATION

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL
{(Non-GAAP Budgetary Basis)
GENERAL FUND
For the Fiscal Year Ended June 30, 2014
{Unaudited)
Variance with
Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Local sources $ 7,044,597 $ 7,044,597 $ 7,857,787 % 813,190
Intermediate sources 424175 424,175 554,460 130,285
State sources 3,206,873 3,206,873 2,965,549 (241,324)
Federal sources 585,114 585,114 596,915 11,801
Total revenues 11,260,759 11,260,759 11,974,711 713,952
Expenditures:
instruction 8,212,587 8,212,587 7,795,830 416,757
Support services 4,100,000 4,100,000 4,068,684 31,316
Non-instructional services 13,000 13,000 12,735 265
Capital outlay - - - -
Other outlays 3,900 3,900 3,874 26
Principal retirement 38,000 38,000 38,000 -
Interest & fiscal agent charges 1,231 1,231 1,231 -
Repayments - - - -
Total expenditures 12,368,718 12,368,718 11,920,354 448,364
Net change in fund balance (1,107,959} (1,107,959} 54,357 1,162,316
Beginning fund balance 1,107,959 1,107,959 1,107,959 -
Prior year encumbrances appropriated - - 512 512
Ending fund balances 3 - - 1,162,828 $ 1,162,828

The Notes to Required Supplemental Information are an integral part of this statement.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

REQUIRED SUPPLEMENTAL INFORMATION
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
{(Non-GAAP Budgetary Basis)
SPECIAL REVENUE FUNDS - BUILDING FUND
For the Fiscal Year Ended June 30, 2014

{Unaudited)
Variance with
Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Local sources 3 097,266 $ 997,266 $ 1,095,015 § 97,748
Intermediate sources - - - -
State sources - - 11 11
Federal sources - - - -
Total revenues 997,266 997,266 1,085,026 97,760
Expenditures:
Support services 1,925,387 1,825,367 678,704 1,246,663
Non-instructional services - - - -
Capital outlay - - - -
Other outlays - - - -
Repayments - - - -
Total expenditures 1,925,367 1,925,367 678,704 1,246,663
Net change in fund balance (928,101) (928,101} 416,322 1,344,423
Beginning fund balance 928,101 828,101 928,101 -
Prior year encumbrances appropriated - - - -
Ending fund balances $ - % - $ 1344423 $ 1,344,423

The Notes to Required Supplemental Infarmation are an integral part of this statement.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

REQUIRED S’UPPLEMENTAL INFORMATION

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL

{(Non-GAAP Budgetary Basis)
SPECIAL REVENUE FUNDS - CO-OP FUND
For the Fiscal Year Ended June 30, 2014

Revenues:
Local sources 3
Intermediate sources
State sources
Federal sources

Total revenues
Expenditures:
Support services
Non-instructional services
Capital outlay
Other outlays
Repayments
Total expenditures
Net change in fund balance
Beginning fund balance

Prior year encumbrances appropriated

Ending fund balances $

{Unaudited)
Variance with
Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual (Unfavorable)
164,520 % 164,520 $ 119,766 $ (44,754)
162,995 152,995 384,306 231,311
317,515 317,515 504,072 186,557
445 814 449,814 361,405 88,409
34,000 34,000 33,363 837
483,814 483,814 394,768 89,046
(166,299) (166,299) 109,304 275,603
166,299 166,299 166,299 “
- - 77 77
- - 3 275,680 3 275,680

The Notes to Required Supplemental Information are an integral part of this statement.
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CUSHING SCHOOL DISTRICT NUMBER I-67
Payne County, Oklahoma

REQUIRED SUPPLEMENTAL INFORMATION

( j STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL

(Non-GAAP Budgetary Basis)
SPECIAL REVENUE FUNDS - CHILD NUTRITION FUND
For the Fiscal Year Ended June 30, 2014

Revenues:
Local sources 3
Intermediate sources
State sources
Federal sources

Total revenues
Expenditures:
Support services
Non-instructional services
Capital outiay
- Other outlays
( ) Repayments
Total expendifures
Net change in fund balance
Beginning fund balance

Prior year encumbrances appropriated

Ending fund balances $

(Unaudited)
Variance with
Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual {Unfavorable)
133,074 $ 133,074 $ 236,728 $ 102,654
70,229 70,228 14,777 (55,452)
625,318 525,318 557,526 32,208
728,621 728,621 808,031 - 79,410
988,893 988,883 819,729 169,164
988,893 088,893 819,729 169,164
(260,272) (260,272) (11,698) 248,574
260,272 260,272 260,272 -
- - 80 80
-~ $ - 3 248,654 $ 248,654

The Notes to Required Supplemental Information are an integral part of this statement.
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CUSHING SCHOOL DISTRICT NUMBER I-67
Payne County, Oklahoma

REQUIRED SUPPLEMENTAL INFORMATION

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL
(Non-GAAP Budgetary Basis})
DEBT SERVICE FUND
For the Fiscal Year Ended June 30, 2014
{Unaudited)
Variance with
Budgeted Amounts Final Budget
Criginal Final Favorable
Budget Budget Actual {Unfavorable)
Revenues:
Local sources $ 3,330,836 % 3,330,836 $ 3,484,859 $ 154,023
Intermediate sources - — - -
State sources - - 35 35
Federal sources - ~ - -
Total revenues 3,330,836 3,330,836 3,484,854 154,058
Expenditures:
Debt service:
Principal retirement 530,000 530,000 530,000 -
Interest & fiscal agent charges 54910 54,910 54,910 -
Total expenditures 584,910 584,910 584,910 -
Net change in fund balance 2,745,926 2,745,926 2,899,984 154,058
Beginning fund balance 141,011 141,011 141,011 -
Ending fund balances $ 2,886,937 $ 2,686,937 $ 3,040,895 $ 154,058

The Notes to Required Supplemental Information are an integral part of this statement.
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

NOTES TO REQUIRED SUPPLEMENTAL INFORMATION
For the Fiscal Year Ended June 30, 2014
{Unaudited)

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. Since the voters have permanently
approved the additional levies, the preliminary budget becomes the legal budget. An annuat Estimate of Needs is then
approved by the Board and subsequently filed with the County Clerk and approved by the County Excise Board.
Supplemental appropriations can be made during the year.

Encumbrances represent commitments related to unperformed contracts for goods or services. Encumbrance
accounting - under which purchase orders and other commitments of resources are recorded as expenditures of the
appticable fund - is utilized in all Governmental Funds of the District. Purchase orders or contracts document
encumbrances for goads or purchased services. Under Oklahoma law, unencumbered appropriations lapse at year-
end.

35



e

()

CUSHING SCHOOL DISTRICT NUMBER 67
Payne County, Oklahoma

OTHER INFORMATION
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Assets:
Cash and investments

Total assets

Liabilities:
Warrants payable
Encumbrances

Total liabilities

Fund balances:
Restricted
— Total fund balances

Total liabilities and
fund balances

CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

COMBINING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS
REGULATORY BASIS

June 30, 2014

Special Revenue Total
Child Non-Major
Building CO-0OP Nutrition Governmental
Fund Fund Fund Funds
$ 1,373,558 $ 205721 $ 264,406 $ 1,933,685
1,373,558 295,721 . 264,408 1,933,685
29,135 20,041 15,752 64,928
29,135 20,041 15,752 64,928
1,344,423 275,680 248 654 1,868,757
1,344,423 275,680 248,654 1,868,757
$ 1,373,558 $ 295721 $ 264,406 $ 1,933,685
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
( ) NON-MAJOR GOVERNMENTAL FUNDS

REGULATORY BASIS

For the Fiscal Year Ended June 30, 2014

Revenues:
Local sources $
Intermediate sources
State sources
Federal sources

Total revenues

Expenditures:
Support services
Non-instructional services
Capital outlay
Other outlays
Repayments
- Debt service:
( ) Principal retirement
e interest & fiscal agent charges
Total expenditures

Excess of revenues over (under)
expenditures

Adjustments to prior year
encumbrances

Net changes in fund balance

Fund balance - begin of year

Fund balance - end of year $

Special Revenue Total
Child Non-Major
Building CO-OP Nutrition Governmental
Fund Fund Fund Funds
1,085,015 $ 119,766 $ 235728 $ 1,450,509
11 384,306 14,777 399,004
- - 557,526 557,526
1,095,026 504,072 808,031 2,407,129
678,704 - - 678,704
- 361,405 819,729 1,181,134
- 33,363 - 33,363
678,704 394,768 819,729 1,893,201
416,322 109,304 (11,698) 513,928
- 77 80 157
416,322 109,381 (11,8618) 514,085
928,101 166,299 260,272 1,354 872
1,344,423 $ 275,680 $ 248654 $ 1,868,757
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CUSHING SCHOOL. DISTRICT NUMBER 67
Payne County, Oklahoma

REPORTS REQUIRED BY GOVERNMENT AUDITING STANDARDS
June 30, 2014
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CUSHING SCHOOLS DISTRICT NO. 1-67
Payne County, Oklahoma

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Fiscal Year Ended June 30, 2014
SUMMARY OF AUDITOR’S RESULTS

Financial Statements:

Type of Auditor's Report Issued: Adverse opinion on the basic financial statements—regulatory basis in
conformity with generally accepted accounting principles and an unqualified opinion on the governmental
activities, each major fund and the aggregate remaining fund information in conformity with a regulatory basis of
accounting prescribed by the Oklahoma Department of Education.

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

Significant Deficiencies identified not considered to be material weaknesses? None reported
Noncompliance material to financial statements noted? _Yes X No

Federal Awards: _
Type of auditors report issued on compliance for major programs: Unqualified

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

Significant Deficiencies identified not considered to be material weaknesses? None reported

Audit findings disclosed that are required to be reported in accordance with Circular A-133, Section
510(a)? _ Yes X No

Dollar thresheld used to distinguish Type A and Type B programs $300,000
Auditee Qualified as low-risk auditee? __Yes X No

Identification of Major Programs:

CFDA#
10.653 Chiid Nutrition - Breakfast
10.555 Child Nutrition — Lunch
84.060 Title VIl ~ Indian Education

FINDINGS - FINANCIAL STATEMENT AUDIT

1. None.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

1. None
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None.

CUSHING SCHOOLS DISTRICT NO, 1-67
Payne County, Oklahoma

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Fiscal Year Ended June 30, 2014
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CUSHING SCHOOL DISTRICT NUMBER I[-67
Payne County, Oklahoma

ACCOUNTANT'S PROFESSIONAL
LIABILITY INSURANCE AFFIDAVIT
JULY 1, 2013 TO JUNE 30, 2014

State of Oklahoma )
County of Payne )

The undersigned auditing firm of lawful age, being first duly sworn on oath, says that sald firm had in
full force and effect Accountant's Professlonal Liability Insurance in accordance with the “Oklahoma
Public School Audit Law” at the time of audit contract and during the entire audit engagemeht with

Cushing School District for the audit year 2013-2014.

CBEW PROFESSIONAL GROUP, LLP
Certified Public Accountants

Auditing Firm

Authorized Agent

| i - L.
Subscribed and sworn to before me on this »% day of, : A , 2014,
o 7

"‘Z‘;Qﬂﬁu,ﬂ/ﬂ Aorpa | —

Notary Public

RERECCA TOOPS
Notary Public, State of Oklahoma
Commisslon # 11007004
My Commission Explies August 02, 2015

My commission expires on;

A2 dayofﬂag\ S #1100 04
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CUSHING SCHOOL DISTRICT NUMBER 1-67
Payne County, Oklahoma
June 30, 2014

AUDIT ACKNOWLEDGEMENT

The annual independent audit for the Cushing School District Number 1-67 was
.presented to the Board of Education in an Open Board Meeting on September 8,
2014, by CBEW Professional Group, LLP.

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

A copy of the audlt mcludmg this acknowledgement form, w1!| be sent to the
Oklahoma State Department of Education within 30 days ‘from it's presentation, as
stated in 70 0.8. § 22-108:

“The local board of education shali forward a copy of the audit report to
the State Board of Education within thirty (30) days after receipt of said
audit.”

Board of Education President

Board of Edlicatiéh Member

Board of Education Member

Subscribed and sworn to before me on this ﬁ ﬂ‘ day of, %M& 2014,

My commission expires on /b £ day of M 2017 .
A Lovca

Notary Public




