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Independent Auditors’ Report

Board of Education
Elk City Independent School District No. 06
Beckham County, Oklahoma

Report on the Financial Statements

We have audited the accompanying fund type and account group financial statements - regulatory basis of
Elk City Independent School District No. 06, Beckham County, Oklahoma, as of and for the year ended
June 30, 2014 and the related notes (o financial statements which collectively comprise the District’s basic
financial statements 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 Siate Depariment of Education,
Management is alse responsible for the design, implementation, and maintenance of internal control
relevant to the preparation and fair prescntation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the .
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s Jjudgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order 10 design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectivencss of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting cstimates made by
managernent, as well as evaluating the overall presentation of the financial statements,

We believe that the audit cvidence 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 described more fully in Note 1, Elk City Independent School District No. 06 prepares its financial
statements using accounting practices prescribed or permitted by the Oklahoma State Department of
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Education, which practices differ from accounting principles generally accepted in the United States of
America. The effect on the financial statements of the variances between these regulatory accounting

practices and accounting principles generally accepted in the United States of American, although not
reasonably determinable are presumed to be material.

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 financial statements referred to in the first
paragraph do no present fairly, in accordance with accounting principles pencrally accepted in the United
States of America, the financial position of Elk City Independent School District No. 06, as of June 30,
2014, or the resulls of its operations for the year then ended. Further, Blk City Independent School District
No. 06, has not presented a management’s discussion and analysis that accounting principles generally
accepted in the United States has determined is necessary to supplement, although not required to be part
of, the basic financial statements.

Basis for Qualified Opinion on Regulatory Basis of Accounting

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

Qualified Opinion on Regulatory Basis of Accounting

In our opinion, except for the cffects of the matter described in the “Basis for Qualified Opinion on
Regulatory Basis of Accounting” paragraph, the financial statements referred 1o in the first paragraph
present fairly, in all material respects, the asscts, liabilities and fund balances arising [rom regulatory basis
transactions of each fund type and account group of Elk City Independent School District No. 06 as of
June 30, 2014, and the revenues collected and expenditures paid 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 an opinion on the financial statements that collectively
comprise the District’s basic [inancial statcments. The combining stalements — rcgulatory basis are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
The schedule of expendilures of federal awards is presented for purposes of additional analysis required by
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations also is not a required part of the basic financial statements.

The Combining Statemcnts — regulatory basis and the schedule of expenditurcs of federal awards are the
responsibility of management and werc derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statcments. 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 uscd to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedurcs in accordance with auditing standards generally accepted in the United States



of America. In our opinion, the combining statements - regulatory basis and the schedule of federal
awards arc fairly stated, in ali material respects, in relation to the basic financial statements as a whole,

Other Reporting Required by Government Auditing Standards

In accotdance with Government duditing Standards, we have also issued our report daled January 9, 2015,
on our consideration of 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 providc an opinion on 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,

e eaf @y f.///ﬂ/}/‘*‘ﬂ” <

Oklahoma City, Oklahoma
January 9, 2015
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 1 — Summary of Significant Accounting Policies

The financial statcments of the Elk City Independent $chool District No. 06 (“the District™) have
been prepared in conformity with another comprehensive basis of accounting as prescribed by the
Oklahoma State Department of Education. The more significant of the District’s accounting
policies are described below,

A. Reporting Entily

The District is a corporate body for public purposcs created under Title 70 of the
Oklahoma Statutes and accordingly is a scparate entity for opcrating and financial
reporting purposes,

The District is part of the public school system of Oklahoma under the general direction
and control of the Statc Board of Education and is financially dependent on the State of
Oklahoma’s support, The general opcrating authority for the public school system is the
Oklahoma School Code contained in Title 70, Oklahoma Statutcs.

The governing body of the District is the Board of Cducation composed of elocted
members. The appointed superintendent is the executive officer of the district,

In ¢valuating how to define the District, for financial reporting purposes, management
has considered all potential component units. The decision to include a potential
component unit in the reporting entity was made by applying the criteria ¢stablished by
the Governmental Accounting Standards Board. The basic — but not the only —
critgrion for including a potential component unit within the reporting entity is the
governing body’s ability to cxercise oversight responsibility.  The most significant
manifestation of this abilily is financial interdependency. Other manifestations of the
ability to excreise oversight responsibility include, but are not limited to, the selection of
governing authority, the designation of management, the ability to significantly influence
operations, and accountability for fiscal matters. A second criterion used in evaluating
potential component units is the scope of public service, Application of this criterion
involves considering whether the activity benefits the District and/or its citizens, or
whether the activity is conducted within the geographic boundarics of the Disirict and is
gencrally available to its patrons. A third criterion used (o evaluate potential component
units for inclusion or exclusion from the reporting entity is the existence of special
financing relationships, regardless of whether the District is able to exercise oversight
responsibilitics. Based upon the application of these criteria, there are no potential
component units included in the District’s reporting entity.



ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 — Summary of Sipnificant Accounting Policies, (continued)

B. Fund Accounting and Description of Funds

The District used funds and account groups to report on its financial position and the
results of its operations. Fund accounting is designed to demonstrate legal compliance

and to aid financial management by segregating transactions related to certain district
functions or activities.

A fund is a scparate accounting entity with a self-balancing set of accounts, An account
group, on thc other hand, is a financial reporting device designed to provide
accountability for certain asscts and liabilities that are not recorded in the funds because
they do not directly affect net cxpendable available financial resources.

Funds are classificd into threc categories: governmental, trust and fiduciary. Each
category, in turn, is divided into separate “fund types”.

Governmental Fund Tvpes

Governmental funds arc used to account for all or most of a government’s general
aclivities, including the collection and disbursementi of earmarked monies (special
revenue funds), the acquisition or construction of general fixed assets (capital projects
funds), and the servicing of general long-term debt (debt service funds).

General Fund — The general fund is used 1o account for all financial transactions except
those that are required to be accounted for in another fund. Major revenue sources
include state funding passed though the Oklahoma State Department of Education and
various federal grants, Expenditures include all costs associated with the daily operations
of the schools except for programs funded for building repairs, building maintcnance and
school construction. The general fund includes federal restricted monics that must be
¢xpended for specific programs.

Co-op Fund - The co-op fund is established when the boards of education of two ot more
school districts enter into cooperative agreements and maintain joint programs. The
revenues necessary to operate a cooperative program can come from federal, state, or
local sources, including the individual’s contributions of participating school districts.
The expenditures for this fund would consist of those necessary to operate and maintain
the joint programs,

Special Revenue Funds - Special revenue funds for the District include the building and
child nutrition funds,




ELK CITY INDEPENDENT SCHOOIL, DISTRIC'T NO. 06
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 — Summary of Significant Accounting Policies. ( continued)

Building Fund — The building fund consists mainly of monies derived
from property (axes levied for the following purposes:  erccting,
remodeling, rcpairing, or maintaining school buildings; purchasing
furniture, equipment and computer software 1o be used on or for school
district property; paying energy and wiility costs: purchasing
telecommunications services; paying fire and casualty insurance
premiums for school facilitics; purchasing security systems; and paying
salaries of security personnel.

Child Nutrition Fund — The child nutrition fund accounts for revenucs
collgeted, including federal and state reimbursements for food service for
children’s programs, for meals served, and associated costs of the
programs.

Debt Service Fund — The debt service fund is the District’s sinking fund and is used to
account for the accumulation of financial resources for the payment of gencral long-term
debt principal, interest, and related costs. The primary revenue sources are local property
taxcs levied specifically for debt service and interest earnings from temporary
investmenis,

Trust Fund Types

Trust funds are used to account for assets held in a trustee capacity ot an agent for
individuals, private organizations, other governmental units, and/or other funds.

Gifts and Grants Fund - The gifts and grants fund receives its assets by way of
philanthropic foundations, individuals, or private organizations for which no
repayment or special service to the contributor is expected. The fund is used 1o
promote the general welfare of the District. Also, endowsment funds allow for income
derived from such funds to be expended, but the principle must remain intact.

Fiduciary Fund 1ypes

Fiduciary funds arc used to account for assets held on behalf of outside parties, including
othet governments or on behalf of other funds within the District. Agency funds
generally are used to account for asscts that the District holds on behalf of others as their
agent and do not involve measurement of results of operations.

Agency Fund - The Ageney fund is the Student Activity Fund, which is used to
account for monies collected principally through fundraising ¢fforts of the students
and District-sponsored groups. The administration is responsible, under the authority
of the Board, for collecting, disbursing and accounting for these activity funds,

10



ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014
NOTE 1 — Summary of Significant Accounting Policies, {continucd)

Account Group

Account groups arc not funds and consist of a self-balancing set of accounts used only 1o
establish accounting control over general [ixed assets not accounted for in proprietary funds,

General Long-Term_Debt Account Group — This acconnt group was established to
account for all Jong-term debt of the District, which is offscl by the amount available
in the debt service fund and the amount to be provided in future years to complete
retirement of the debt principal,

General Fixed Asset Account Group — This account group is used to account for
property, plant and equipment of the school district. The District does not have the
information necessary to include this group in its combined financial statemments.

Memorandum Onlv — Total Column

The total column on the financial statements is captioned “memorandum only” to indicate
that it is presented only 1o facilitate financial analysis. Data in this column does not present
financial position, results of operations or cash flows in conformity with generally accepted
accounting principles,  Neither is such data comparable to a consolidation. Inter-fund
eliminations have not been made in the aggregation of this data.

C. Basis of Accounting and Presentation

The District prepares its financial statements in a presentation format that is prescribed by the
Oklahoma Department of Education, This format is ¢ssentially the generally accepted form
of presentation used by state and local governments prior to the effective date of (GASB
Statcrnent No. 34, Basic Financial Statements-Management's Discussion and Analysis-for
State and Local Governments. This format significantly differs from that required by GASB
34. The basic financial statements are essentially preparcd on a basis of cash receipls and
disbursements modified as required by the regulations of the Oklahoma Depariment of
Education as follows:

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

* Investments and inventorics are recorded as assets when purchased.

¢ Capital assets in proprietary funds arc recorded when acquired and
depreciated over their usetul lives,

Warrants payable arc recorded as liabilities when issued,

Long-lerm debt is recorded when incurred,

Acerued compensated absences are recorded as an expenditure and
liability when the obligation is incurred.

11



ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 1 — Summary of Significant Accounting Policics, (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 the are earned and expenditures or expenses to
be recognized when the related liabilities are incurred for governmental fund types; and

when revenues ar¢ earned and liabilitics are incurred for proprietary fund types and trust
funds,

D. Budgets and Budgetary Accounting

E.

The District is required by state law to prepare an annual budget that must be submitted
to the Board of Education by October 1 for the fiscal year beginning the following July 1.
The formal budget is required for all funds except for trust and agency funds. Budgets are
presented for all funds that include the originally approved budgeted appropriations for
expenditures and final budgeted appropriations as adjusted for supplemental
appropriations and approved iransfers between budget categorics.

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 applicable fund — s
utilized in all governmental and trust funds of the District.

Assets, Liabilities and Fund Balances

Cash ~ The District considers all cash on hand, demand deposits and interest bearing
¢hecking accounts to be cash.

Investments —Investments consist of certificate of deposits or direct obligations of the
United States Government and Agencies. All investments arc recorded as cost, which
approximates market valuc,

Inventories — The value of consumable inventories at June 30, 2014, is not material to
the financial statements.

Fixed Assets and Property, Plant & Equipment — Fixed assets are recorded by the
District as capital outlay expenditures in each fund. The District has not maintained
the cost of fixed assets purchased in previous years. Thus, the General Fixed Asset
Account Group is not presented.

Compensated Abscnces — the District provides vacation and sick leave benefits in
accordance with Title 70 of the Oklahoma Statutes, The District does not calculate a
dollar value of compensated absences. Thus, compensated absences have not been
presented.

12



ELK CTTY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 1 — Summary of Significant Accounting Policies {continued)

Cash Fund Balance — Cash fund balance represents the funds not cncumbered by
purchase order, legal contracts and owlstanding warrants.

Long-Term Dbt — Long-term debt is recognized as a liability of a governmental fund
when due or when resources have been accumulated in the debt service fund for
payment early in the following year. For other long-term obligations, only that portion
expecied to be financed from cxpendable available financial resources, is reported as a
fund liability of a governmental fund. The remaining portion of such obligations is
reported in the general long-term debt account group. Long-term liabilities expected
to be financed from proprictary fund operations are accounted for in those funds.

F. Revenue, Expenses and Expendilures

Local Revenues — Revenue from local sources is the money generated from within the
boundaries of the District and available to the district for its use. One such revenue is
property tax revenue, as described below, Other local sources include such items as
interest carnings, tuition, fees, rentals, disposals, commissions and reimbursements.

Property Tax Revenues — The District is anthorized by state law to levy property taxes,
which consist of advalorem taxes on real and personal property within the District,
The County Assessor upon receipt of the certification of tax levies from the county
¢xcise board, cxtends the tax levies on the tax roll for submission to the county
treasurer prior to October 1. The county treasurer must commence tax collection
within fiftecn days of receipt of the tax rolls, The first half of taxes is due prior to
January 1. The second half is due prior to April 1,

If the first payment is not made timely, the cntire tax becomes due and payable on
January 1. Second half taxes become delinquent on April 1 of the year following the
year of assessment. If not paid by the following October 1, the property is offered for
sale for the amount of taxcs due. The owner has two vears to redeem the property by
paying the taxes and penalty owed. If at the end of two years the owner has not done
80, the purchaser is issued a deed 10 the property.

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 District and the state, and distributed to districts in amounts that differ in
proportion to those which were collected within such systems,

State Revenues — Revenues from state sources for current operations are primarily
governed by the state aid formula under the provisions of Article XVIII, Title 70,

13



ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 — Summary of Significant Accounting Policies (continued)

Oklahoma Statutes. The State Board of Education administers the allocatidn of state
aid funds to school districts based on information accurnulated from the districts.

After review and verification of reports and supporting documentation, the State
Department of Education may adjust subsequent fiscal period allocations of money for
prior year ertors disclosed by review. Normally, such adjustments are treated as
reductions or additions of revenue of the year when the adjustment is made. The
District receives revenue from the state to administer certain categorical educational
programs. State Board of Education rules require that revenue carmarked 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 samc categorical programs,
The State Department of Education requires that categorical educational program
revenues be accounted for in the general fund.

Federal Revenucs — Federal revenues consist of revenues from the federal government
in the form of operation grants or entitlements, An operating grant is a contribution to
be used for a specific purpose, activity or facility. A grant may be received either
directly from the federal government or indirectly as a pass-through from another
government entity.

An entitlement is the amount of payment to which the district is entitled pursuant to an
allocation formula contained in applicable statures.

The majority of the federal revenues received by the district are apportioned to the
general fund, The District maintains a separate child nutrition fund and the federal
revenues received for the child nutrition programs are apportioned there,

Non-Revenue Receipts — Non-revenue receipts represent receipts deposited into a
fund that are not new revenues to the District, but the return of assets.

Instruction Expenditures — Instruction includes the activities dealing directly with the
interaction between teachers and students. It also may include teaching through some
other approved medium such as television, radio, telephone, cortespondence or other
educational and technology devices.

Support Services Expenditures — Support services provide administrative, technical
and logistical support to facilitate and enhance instruction.

Facilities Acquisition and Construction Services Expenditures — Consists of activities
involved with the acquisition of fand and buildings; remodeling buildings; the

construction of buildings and additions to buildings; initial installation or cxtension of
service systems and other built-in equipment; and improvement to sites.
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCTAL STATEMENTS

JUNE 30, 2014

NOTE 1 — Summary of Significant Accounting Policies {continued)

Other Outlays/Uses Expenditures — Other outlays consist of ilerns not properly
classified as expenditures, but still requiring budgetary or accounting control. Qther
uges include private gift and endowment scholarships, outside revenue sources
providing student aid and staff awards and repayment expenditures.

Interfund Transfers — During the course of normal operations, the District has
transactions between funds including ¢xpenditures and transfers of resources
to provide services, purchases assets and service debt. Transactions that are
normal and recurring between funds are recorded as operating transfers.

NOTE 2 — Cash and Investments

The District’s investment policies are governed by state statute. 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 saving 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,

The District’s cash and cash equivalents include certificates of deposit at June 30, 2014, The
District adopted a written management and investment policy that follows state statute
and can be viewed in its entirety at the District’s administrative offices.

Custodial Credit Risk — At June 30, 2014, the District held deposits of approximately
$2,687,750 in financial institutions, which was comprised of money market accounts
$2,562,750 and certificate of deposit $125,000. The District’s cash deposits and certificatc
of deposit at June 30, 2014, were completcly insured or collateralized by Federal Depository
Insurance (FDIC), securities held by its agent in the District’s name and by irrevocable letters
of credit.

Investment Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will
adversely affect the fair market value of an investment. Due to the required liquidity for
those investments, these funds have no defined maturity dates. The District docs not have a
formal investment policy that limits investment maturitics as a means of managing its
exposure (o fair value losses arising from increasing interest rates,

Concentration of Investment Credit Risk — The District places no limit on the amount it may

invest in any one issuer. The District has the following credit risk: $125,000 in cettificate of
deposits and $2,562,750 in money market funds.
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 3 — General Long-term Debt
State statues prohibit the District from becoming indebted in an amount excecding the revenue to be
received for any fiscal year without approval by the District's voters. The District has no Bonds
Payable. General long-term debt of the District consists of capital leases,

The following is a summary of the capital lease transactions for the year ended June 30, 2014;

Balance, July 1, 2013 $2,564,297.30
Additions

Retircments _ 376,831.25
Balance, June 30, 2014 £ 2,187,466.05

The District has entered into a lease agreement as lessee, which qualifies as a capital lease for
accounting purposes since title transfers at the end of the lease term and it has been recorded at the
present value of the future minimum lease payments. The lease contains a clause, which gives the
Distriet the ability to terminate the lease agreement at the end of each fiscal year.

The District records current ycar payments on capital leases as ¢cxpenditures and records a liability for
future lease payments in the general long-term debt account group.,

Capital lcase payable for metal roofs and HVAC units to Interbank has annual payments of
$169,384.38, bearing interest at 4.60% per annum. This lease is dated October 14, 2011, final
payment due February 15, 2021.

Capital leasc payable for energy conservation project to The First National Bank and Trust of Elk
City has annual payments of $163,528.26, bearing interest at 3.50% per annum. This lease iz dated
November 23, 2012, final payment due February 1, 2022,

Capital lease payable for activity bus to Legacy Bank has annual payments of $23,801.38, bearing
interest at 3.00% per annum. This lease is dated March 7, 2014, final payment duc February 1, 2018,

Future minimum lease payments for the next five years are as follows:

Ycar Ending June 30 Principal Intercst Total
2015 $F269,551.04  $87,362.98 $£356,914.02
2016 280,428.61 76,485.41 356,914.02
2017 201 466,22 65,447.80 356,914.02
2018 280,082.10 53,783.56 333,865.66
2019 290.686.66 42,425,098 333,112.64
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 4 — Employee Retirement System

The District participates in the state-administered Teachers’ Retirement Systems of Oklahoma (the
“System™), which is a cost-sharing, multiple-cmployer public employee retirement system (PERS).
Under the System, the District, the State of Oklahoma, and the participating employces make
contribulions. Participation is requited for all cachers and other certified cmployecs and is optionat
for all other regular employees of public educational institutions who work at least 20 hours per week.
A participant’s date of membership is the date of the frst coniribution made to the Systemn. The
System is administered by a board of trustees, which acts as a fiduciary for investing the funds and
governing the administration of the System.

The District has no responsibility or authority for the operation and administration of the System nor’
has it any liability, except for the current contribution requirements,

The System issucs an independent financial report, financial statements, and required supplementary
information that ¢can be obtained in writing at the Teachers’ Retirement System of Oklahoma, Post
Office Box 53524, Oklahoma City, OK 73152 or by calling 405-521-2387.

A participant with five years of creditable service may retire with a normal retirement allowance at the
age of sixty-two or with reduced benefits as carly as age [ifty-five. The normal retirement allowance
paid monthly for life and then to beneficiaries, if certain oplions are excreised, equals two percent of
the average of the highest three eaming years of contributory service multiplied by the number of
years of credited service. A participant leaving cmployment before atlaining retirement age, but
completing ten yoars of service, may elect to vest his accumulated contributions and defer receipt of a
retirement annuily until a later date. When a participant dies in active service and has completed ten
years of credited service, the beneficiary is entitled to a death benefit of $1 8,000 and the participant’s
contributions plus interest. If the beneficiary is a surviving spouse, the surviving spouse may, in leu
of the death benefil, elect to receive, subject to the surviving spousal options, the participant’s
retirement benefits accrued at the time of death. The contribution rates for the District, which are not
actuarially determined, and its employecs are established by statute and applied to the employee’s
carnings plus employer paid fringe benefits.

The Disirict is required to contribute 9.50% of applicable compensation for the year ended June 30,
2014. Participating members are required to contribute 7.0% on al] applicable compensation. The
District contributed $909,736 to the System for the year ending June 30, 2014,

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
effeet of projected salary increases. There are no actuarial valuations performed on individual school
districts. The nonfunded pension benefit obligation of the System, as determined as part of the latest
actuarial valuation, in millions, dated June 30, 2014, was $£7.206.6.

The System’s accounting records are maintained on the cash basis of accounting, except for aceruals
of interegt income.
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 4 — Employee Retirement System ( continued)

Ten-year historical trend information is presented in the Teachers’ Retirement System of Oklahoma
Annual Report for the year ended Junc 30, 2014. This information is useful in assessing the pension
plan’s accumulation of sufficient asscts to pay pension henefits as they become due,

NOTE 5 — 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, injurics to employees, employees’ health and life and natural disasters
for which the District carries commercial insurance, Management believes such coverage is
sufficient to preclude any significant uninsured losses to the District, Settled claims have not
exceeded this insurance coverage in any of the past three fiscal years.

The District also participates in a risk pool for Workers’ Compensation coverage in which there is a
transter or pooling of risks among the participants of that pool. In accordance with GASB No. 10,
the District reports the required contribution to the pool, net of any refunds, as insurance expense.
The risk pool 1s the Oklahoma School Assurance Group (OSAG), an organization formed for the
purpose of providing workers' compensation coverage to participating schools in the Statc of
Oklahoma. In that capacity, OSAG is rcsponsible 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 1o an
cstablished payment schedule. A portion of the fees paid by the District goes into a loss fund for the
District. The fec for the loss fund is calculated by projecting losscs based on the District’s losses for
the last five years. OSAG provides coverage in excess of the loss fund so the District’s liability for
claim loss is limited to the balance of the loss fund. 1T the District does not usc 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 arc kept separate and districts can contribute
more than 1.6% of their payroll if they elect to, The money contributed by each District earns
interest and is fully insured. Tf the District has claims in ¢xcess of the amount in their account they
would be liable for the cxcess.

NOTE 6 — Contingencies and Commitments

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies. Any disallowed claims, including amounts already collected, may constitute a liability of
the applicable funds. The amount, il any, of expenditures which may be disallowed by the granior
cannot be determined at this time although the District expects such amounts, if any, to be immaterial.

School officials arc not aware of any pending or threatened litigation, claims or assessments or
unasseried claims of assessments against the District.
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
NOTES TO FINANCIAL STATEMENTS

TUNE 30, 2014

NOTE 7 — Subsequent Events

Management has evaluated all subsequent events through January 12, 2015, the date the financial
slatements were available to be issued.

NOTE & — Surety Bonds

The District has a public official position schedule bond with Western Sutety Company, bond number
69990338, for an annual term ending on December 10 of each year. As of June 30, 2014, the
following positions were imsured for the amounts indicated: Encumbrance Clerk, Minutes Clerk and
Activity Fund Custodian - $5,000; [reasurer - $100,000; Superintendent - $100,000.
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06

COMBINING STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES

ALL SPECIAL REVENUE FUNDS - REGULATORY BASIS

ABSETS

Cash and cash cquivalents
Investments

Total assets

LIABILITIES AND FUND BALANCES
Rescrve for encumbrances

Total liabilities
Fund balances

Tota! liabilities and fund balances

JUNE 30, 2014

Child Total Special Revenye
Building Nutrition Funds
227960 £ 108,641 b 336,601
$ 227960 % 108641 $ 336,601
b - b3 - 3 -
227,960 108,641 336,601
¥ 227,960 $ 108,641 ¥ 336,601
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
COMBINING STATEMENT OF REVENUES COLLECTED, EXPENDITURES PAID AND
CHANGES IN FUND BALANCES - ALL SPECIAL REVENUE FUNDS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2014

Child Total - Special

REVENUES COLLECTED Building Nutrition Revenue Funds
Local sources 5 520,662 £ 318,220 L3 838,891
Intermediate sources - - .
State sources 1 15,030 15,031
Federal sources - 386,639 586,639

Tolal revenues collected 520,663 919,898 1,440,561
EXPENDITURES PAID
Instruction - - -
Support services 726,968 - 726,968
Non-instruction services - 1,020,939 1,020,939
Facilities acquisition - - -
Other outlays - - -

Total expenditures paid 726,968 1,020,939 1,747,907
Excess (deficiency) of revenues collected

over (under) expenditures paid (206,305) (101,041) (307.,346)
FUND BALANCES, beginning 430,675 209,682 640,357
Eslopped warrants - - -
Cancelled encumbrances 3,590 - 3,590
Fund transfer - - -
FUND BALANCES, ending § 227,960 5 108641 b 336,601
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
COMBINING STATEMENT OF CIIANGES IN CASH BALANCE- ACTIVITY FUND
REGULATORY BASIS
JOLY 1, 2013 TO JUNE 30, 2014

Balance 7/1/13 Receipts Disbursemenls Adjustmenis Balance 6/30/14
001 Athletic % 103, 18% % 177477 k3 257,283 b3 6.541 b3 29923
0002 Student council 679 6,000 5,927 183 935
0003 Semwor Class 939 2.541 2,031 200 1,649
0004 Art 153 - - - 153
0005 Jumior Class 2498 71,476 60,562 BOO 14212
0006  Agpricullure 37,390 103,513 108,623 2,770 35,050
0007 Band 1,325 19,377 18,236 30 2,516
00U%  FBLA a5 . . . G5
0009 Chonus 2,717 12,754 12,438 - 3,117
anl0  FCCLA B 3,698 3272 - 434
0011 Jumior High School 1,504 10,125 10,374 436 1,691
0012 Annual 3264 14,772 10,837 - 7,199
0013 Football 7.495 34,351 38,668 Lot 3347
0014 Adult Student Fund 1,716 5,347 5.380 - 1,683
0015  Miscellaneous Account 598 1,469 1,918 {57 92
0016 Library-FHigh School 116 282 144 - 254
0017 Musical Productions a4 2444 1,698 10,801 5371
0018  Golf - - - - -
09 Cross Country Account 6,797 7.221 G043 - 7.975
0020  Tennis 32 1,399 9lH . 515
0021  Pelty Cash - 283 283 - -
0022 Life Skills . 15 - - - 15
0023 Grandvicw 1,051 23 853 20,737 RO 4247
0024 Ciingersnaps R823 48,428 50,835 510 6,876
0025 High School 7.962 9,158 9955 6 7171
002¢  Clearing - 66,000 64,012 (2.079) (n
0027  Norheast 6,652 19,700 24,063 - 2,280
0028 TFairview Elementary 21233 27,639 27812 f64 215924
0029  Basketball-Boys - 2,095 2,051 - 44
0030 Honor Society-ECITS 1,143 1,241 206 - 1,578
0031 Middle School FACS - 2,219 2,170 - 449
032 Pioncer 31448 5176 34,502 té 1,138
0033  Spanish Club 12 - - - 12
0034 Srudent Council - Grandview 1,001 3.260 2,049 I4 1,576
0035 Lunch - 318,805 318819 29 15
0036 Tech-Ed 935 2673 2914 b 694
0037 Communily Services - 95,940 95.940 - -
0039  Student Science Fund - GV 2,669 8,921 9442 - 2.148
0040 Annual-Elementary 1,105 9,440 158 - 10,387
0042  Pioneer Center 5,000 44305 33,41 (10,3643 5,000
0043  Special Services 3,031 1,163 2906 - ‘ 1,288
0044  Basketball-Girls 377 2,983 5172 2,079 467
(0045 Soceer 1] 2,639 2,754 - 250
0046 Athletic Concession 1.290 - 1,263 - 25
0047 Baseball 297 1.775 1,970 - 102
0048 Science-Math 75 330 156 - 249
0049 Solbull Account 1.586 20036 18,283 210 3,569
Subtotal b 266,632 $ 1,192 448 £ 1,285,045 $ 13,258 b 187,293
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ELK CTTY INDEPENDENT SCHOOL DISTRICT NO. 06
COMBINING STATEMENT OF CHANGES IN CASH BALANCE- ACTIVITY FUND
REGULATORY BASIS
JULY 1, 2013 TO JUNE 30, 2014

CONTIMLIED

Balance 7/1/13 Receipts Disburscments Adjustments Balance 6/30/14

0050 Library-Grandview 3 1.947 5 6,372 % 6,139 b - k3 2,180
0051 Student Council-Junior High ti4 - - - 114
0052  Cheerleading-Junior High 11,543 20914 28,760 (1.042) 2,655
0053  Librury-Junior High 599 463 481 - 581
0054 Yearbook-tunior High 3,959 4,940 3,142 - 3,657
0055  Wrestling 99z 2,458 3283 - 167
0056 ARltetnative Student Fund HER - 304 - 584
(037  Scholarship Fund 82 750 750 854 936
Subtotal 5 20,124 k1 5E97 3 44 95% 3 (18%) % 10,874
Subtotal Page 1 266,637 I.192.448 1,285,045 13,258 147,293

Total: b 286,756 5 1,228,345 b 1,330,004 3 13,070 5 198,167
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JOHNSTON & AHLSCHWEDE, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

3545 NW 587" $TREET, SUITE 325C — OKLAIIOMA CITY. OKLAHOMA 73112 - VOICE & FAX (405) 917-7272

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 STAN DARDS

Independent Auditors® Report

Board of Education
Elk City Independent School District No. 06
Beckham 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 fund type and account group financial statements —
regulatory basis within the combined financial statements of the Elk City Independent School District No.
06 as of June 30, 2014, and the related notes to the finaneial statements, which collectively comprise the
District’s basic financial statements, and have issued our report thereon dated January 9, 2015, which was
adversc with the rcspect to presentation of the financial statements in con formity with accounting
principles generally aceepied in the United States because the presentation followed the regulatory basis of
accounting for Oklahoma school districts and did not conform to the presentation requiremenis of the
Governmental Accounting Standards Board. However, our report was qualified for the omission of the
general fixed asset account group with respect to the presentation of financial statements on the regulatory
basis of accounting authorized by the Oklahoma State Board of Education.

Internat Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the
- purpose of expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control cxists when the design or operation of a control does not allow
management or employecs, 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 combination of
deficiencies, in internal control, such that there is a rcasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected and corrccted 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, yét important enough to merit attention by thosc 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 (o identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore material weaknesses or significant deficiencies may
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exist that were not identified. Given these limitations, during our audit we did not identify any deficiencics
in internal control that we consider 10 be material weaknesses. However, material weaknesses may exist
that have not been identified,

Compliance and Other Matters

As part of obtaining rcasonable assurance about whether the District’s financial statements are free from
matcrial misstatement, we performed tests of its compliance with certain provisions of laws, rcgulations,
contracts and grant agrcements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on ¢ompliance 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 entity’s internal
conirol or on compliance. This report is an integral patt of an audit performed in accordance with

Government Auditing Standards in considering the entity’s internal control and compliance, Accordingly,
this communication is not suitable for any other purpose.

%M .f'//«é'é% LC .

Oklahoma City, Oklahoma
January 9, 2015
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JOHNSTON & AHLSCHWEDE, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

3545 NW 587 STREET, SUFTE 325C — OKLAIIOMA CITY, OKLAHOMA 73112 - VOICE & FAX (403) 917-7272

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL
CONTROLS OVER COMPLIANCE BY OMB CIRCULAR A-133

Independent Auditors® Report

Board of Education
Elk City Independent School District No. 06
Beckham County, Oklahoma

Report on Compliance for Each Major Federal Program

We have audited Elk City Independent School District No. 06 (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 lederal programs are identified in the summary of auditor’s results section of
the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its foderal programs.

Auditor’s Responsibility

Qur responsibility is to express an opinion on compliance for each of the District’s major federal programs
based on our audit of the types of compliance requirements referred to above, We conducted our audit of
compliance in accordance with auditing standards gencrally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptrolicr General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes ¢cxamining, on a test basis, evidence about the District’s compliance
with those requirements and performing such other procedures as we considercd necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for cach major federal
program, However, our audit does not provide a legal determination of the District’s compliance.

Opinion on Each Major Federal Program
In our opinion, Elk City Independent School District No. 06, complied, in all material respects, with the

types of compliance requirements referred to above that could have a direct and material cffect on each of
its major federal programs for the year ended June 30, 2014.
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Report on Internal Control Over Compliance

Management of EIk City Indepcndent School District No. 06 (the District) is responsible for establishing
and maintaining effective internal control over compliance with the types of compliance requirements
referred to above. In planning and performing our audit of compliance, we considered the District’s
internal control over compliance with the types of requirements that could have a direct and material effect
on each major federal program to determine the auditing procedurcs that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for cach major federal program and
to test and report on internal control over compliance in accordance with OMB Circular A-133, but not for
the purpose of expressing an opinion on the cflectiveness of internal control over compliance,
Accordingly, we do not express an opinion on the effectivencss of the District's internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or cmployees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requircment of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficicney,
or combination of deficiencics, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely 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 rcquirement of a federal program that is less severc than a matcrial weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance,

Our consideration of internal control over compliance was for the limited purposc described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesscs or significant deficiencies. We did not identify any
deficiencies in intcrnal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

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 rcquirements of OMB
Circular A-133. Accordingly, this report is not suitable for any other purpose.

%ﬁ.},; %"4‘“‘4/"5-

Oklahoma City, Oklahoma
January 9, 2015
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ELK CITY INDEPENDENT SCHOOTL DISTRICT NQ. 06

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR YEAR TENDED JUNE 30, 2014

Section I — Summary of Auditor’s Results

Financial Statements
Type of auditors’ report issued: adverse opinion
Internal control over financial reporting:

Material weakness(es) identified: yes X _no
Reportable condition(s) identified that are
not considered to be material weakness(es)? yes X none reported
Noncompliance material to financial statements noted? yes X _no
Federal Awards
Internal control over major programs:
Material weakness(es) identified? yes X no
Reportable condition(s) identified that are
not considered to be material weakness(es)? ves _ X none reported

Type of auditors’ report issued on compliance for major programs: unqualified.

Any audit findings disclosed that are required to
be reported in accordance with section 510(a)

of Circular A-133? yes X no
Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

84.010 Title T— Basic Program and Part D

10.553; 10.555 Mutrition Cluster

Dollar threshold used to distinguish between type A and B programs: __$300,000
Auditee qualhified as low-risk auditee? __yes _X no
Section II — Financial Statement Findings

No matters were reported.

Section IIT — Federal Award Findings and Questioned Costs

No matters-were reported.

Section IV - Prior Year Audit Findings

None
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06

SCHEDULE OF ACCOUNTANTS'
PROFESSIONAL LIABILITY INSURANCE AFFIDAVIT

JUNE 30, 2014
STATE OF OKLAHOMA )
) 88
COUNTY OF OKLAHOMA )

BEFORE ME, the undersigned auditing firm, Johnston & Ahlschwede, P.C., whose autharized agent,
Linda Ahlschwede, is of lawful age, being first duly sworn on her oath says that said firm had in fult force
and cffect, Accountant s Professional Liability Insurance in accordance with the Oklahama Public School
Audit Law during the entire audit engagement with Elk City Independent Schoal District No, 06, for the
audit ycar ended June 30, 2014,

JOHNSTON & AHLSCHWEDE, P.C,
Auditing Firm

Linda L. Ahlschwede, Authorized Agent

SUBSCRIBED AND SWORN before me this : day of] 2015

My Commission Expires:

Notary # 07010410 |
mission Expires October 20, 2015 % %y
it L /%2%(4 LA e

Notary Public

o "_‘-'hu

o
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ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
SCHEDULE OF STATUTORY, FIDELITY AND HONESTY BONDS
FOR THE YEAR ENDED JUNE 30, 2014

Western Surety Company — Public Official Position Schedule Bond #69990338 - continuous policy
originally dated December 10, 2005. Following are positions and amounts in force as of June 30, 2014:

Encumbrance Clerk $ 5,000
Minutes Clerk $ 5000
Activity Fund Custodian ~ $ 5,000
Treasurcr $100,000
Superintendent $100,000
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State Superintendent of Public Instruction
Oklahoma State Department of Education
2500 North Lincoln Boulevard, Oklahoma City, Oklahoma 73105-4599

AUDIT ACKNOWLEDGEMENT

ELK CITY INDEPENDENT SCHOOL DISTRICT NO. 06
Oklahoma County, Oklahoma
June 30, 2014

The annual independent audit for the Elk City Independent School District No., 06, was
presented to the Board of Dircctors in a meeting on January 12, 2013, by Johnston & Ahlschwede, P.C,

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

A copy of the audit, including this acknowledgement form, will be sent to the Oklahoma State
Department of Education within 30 days from it’s prescntation, as stated in 70 O.8.§ 22-108:

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

Board of Directors President Board of Directors Member

Board of Dircclors Vice -President Buoard of Directors Member

Board of Directors Member

Board of Directors Member

Board of Directors Member

Board of Directors Member

Board of Directors Member

Subscribed and sworn to before me on this day of
My commission expires on day of L 20

Notary Public

33



JOHNSTON & AHLSCHWEDE, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

3545 NW 58™ STREET, SUITE 325C - OKLAHOMA CITY, GKLAHOMA 73112 - VOICE & FAX (405) 917-7277

January 9, 2015
To the Board of Education of Elk City Independent School District, No. 06

We have audiled the financial statements of Elk City Independent School District, No. 06. for the
year ended June 30, 2014. Professional standards require that we provide you with information
about our responsibilities under generally accepted auditing standards, as well as certain
information related to the planned scope and timing of our audit.

Significant Audit Findings

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Elk City Independent School District, No. 06 are
described in Note 1 to the financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during June 30, 2014. We noted no transactions
entered into by the organization during the year for which there is a lack of authoritative guidance
or consensus. All significant transactions have been recognized in the financial statements in the
proper period.

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Professional standards require us to accumulate all known and likely misstatements' identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. No misstaternents were detected during our audit procedures.

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction that
could be significant to the financial statements or the auditor’s report. We are pleased to report
that no such disagreements arose during the course of our audit.

Management Representations

We have required certain representations from management that are included in the managermert
representation letter dated January 9, 2015.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the organization’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.



We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the organization’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention.

This information is intended solely for the use of the Board of Education and management of Elk
City Independent School District, No. 06. and is not intended to be and should not be used by
anyone other than these specified parties.

Sincerely,

ot t Aot 25

Johnston & Ahlschwede, P.C.



