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

Report on the Financial Statements

We have audited the accompanying combined fund type and account group financial statements—regulatory basis of
the Pawnee School District Number I-1, Pawnee, Pawnee CGounty, Oklahoma (District), as of and for the year ended

June 30, 2017, and the related notes to the 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 State Department of Education to meet financial reporting requirements
of the State of Oklahoma; this includes determining that the regulatory basis of accounting Is an acceptabie basis for
the preparation of the financial statements in the circumstances. Management is also responsible for the ldeagln,
implementation, and maintenance of internal control relevant to the preparation and fair presentation 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 audif
in accordance with auditing standards generally accepted in the United States of America and the standards appllca)ble
to financial audits contained in Government Auditing Standards, issued by the comptroller General of the United

States. Those standards require that we pian and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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

significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

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

As discussed in Note 1, the financial statements are prepared by the Pawnee School District Number I-1, on the basis
of the financial reporting provisions of the Okiahoma State Department of Education, which is a basis of gccounting
other than accounting principles generally accepted in the United States of America, to comply with the requirements of
the Oklahoma State Department of Education. The effects on the financial statements of the variances between the

regulatory basis of accounting described in Note 1 and accounting principles generally accepted in the United States of
America, although not reasonably determined, are presumed to be material.

Members of American histitute and Oklahoma Society of CPA™s and npact, Americans an International Network of independent accounting firms
Serving Our Clients Since 1960




Adverse Opinion on U.S, Generally Accepted Accounting Principles

In our opinion, because 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 not present
fairly, in accordance with accounting principles generally accepted in the United States of America, the financial
position of the Pawnee School District Number I-1, Pawnee, Pawnee County, Oklahoma as of June 30, 2017, the
changes in its financial position, or, where applicable, its cash flows for the year then ended.

Basis for Qualified Opinion on Regulatory Basis of Accounting

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

QualifiedModified Opinion on Regulatory Basis of Accounting

In our opinion, except for the effects of the matter described In the “Basis for Qualified Opinion on Regulatory Basis of
Accounting” paragraph, the financial statements referred to in the first paragraph present fairly, in all materiai respects,
the assets, liabilities and fund balance arising from regulatory basis transactions of each fund type and account group
of Pawnee School District Number |-1, Pawnee, Pawnee Gounty, Oklahoma, as of June 30, 2017, and the revenues

collected and expenditures paid and encumbered for the year then ended on the regulatory basis of accounting
described in Note 1. :

Other Matters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
District's basic financial statements. The combining statements—regulatory basis, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,
and is also not a required part of the basic financial statements.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 18, 2017 on our
consideration of the District's internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an Integral part of an audit performed in accordance with Government Auditing Standards in considering the District's
internal control over financial reporting and compliance.

CBEW Proftssional Growp, LLP

CBEW PROFESSIONAL GROUP, LLP
Certified Public Accountants
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PAWNEE SCHOOL DISTRICT NUMBER 11

Pawnee County, Oklahoma

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

- BUDGET AND ACTUAL - REGULATORY BASIS

For the Fiscal Year Ended June 30, 2017

GENERAL FUND

Variance with

Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues: '
Local sources $ 053,983 $ 953,963 $ 1,040,695 $ 86,732
Intermediate sources 114,076 114,076 110,024 {4,052)
State sources 3,541,645 3,541,645 3,569,453 27,808
Federal sources 718,983 718,983 761,224 42 241
Other - - . -
Total revenues 5,328,667 5,328,667 5,481,396 152,729
Expenditures:
instruction 4,058,074 4,058,074 3,255,190 802,854
Support services 1,618,850 1,618,850 1,608,311 10,639
Non-instructional services 324,806 324,806 324,806 -
Capital outlay - - - -
Other outlays - - - -
Debt service:
Principal retirement - - - -
Interest & fiscal agent charges - - - -
Repayments - - - -
Total expenditures 6,001,730 5,001,730 5,188,307 813,423
Net change in fund balance (673,063) (673,063) 293,089 966,152
Adjustments to prior year encumbrance - - 6,403 6,403
Beginning fund balance 673,063 673,063 673,063 -
Ending fund balances $ - $ - 3 072,655 § 972,555

The accompanying notes are an integral part of these financial statements,
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL - REGULATORY BASIS

SPECIAL REVENUE FUND - BUILDING FUND
For the Fiscal Year Ended June 30, 2017

Revenues:
Local sources $
Intermediate sources
State sources
Federal sources

Total revenues

Expenditures:
Instruction
Support services
Non-instructional services
Capital outlay
Other ouilays
Repayments
Debt service:
Principal retirement
Interest & fiscal agenf charges

Total expenditures

Net change in fund balance
Adjustments to prior year encumbrance

Beginning fund balance

Ending fund balances $

Variance with
Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual (Unfavorable)
136,611 $ 136,611 $ 146,771 $ 10,160
- - 201 201
136,611 136,611 146,972 10,361
167,388 167,388 109,844 57,544
167,388 167,388 109,844 57,544
(30,777) (30,777) 37,128 67,905
30,777 30,777 30,777 -
- % - % 67,905 $ 67,905

The accompanying notes are an integral part of these financial statements.
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PAWNEE SCHOGL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

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

DEBT SERVICE FUND
For the Fiscal Year Ended June 30, 2017

Variance with

Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual {Unfavorable)
Revenues:
Local sources 335565 % 3355685 % 351,671 % 16,006
Intermediate sources - - 505 505
State sources - - - -
Federal sources - - - -
Total revenues 335,665 335,565 352,076 16,511
Expenditures:
Instruction - - - -
Support services - - - -
Non-instructional services - - - -
Capital outlay - - - -
Other outlays - - - -
Repayments - - - -
Debt service:
Pringipal retirement 330,000 330,000 330,000 -
Interest & fiscal agent charges 4,290 4,290 4,290 -
Total expenditures 334,290 © 334,200 334,290 -
Net change in fund bhalance 1,275 1,275 17,786 16,511
Beginning fund balance 335,325 335,325 - 335,326 -
Ending fund balances 336600 $ 336,600 $ 353,111 $ 16,511

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

7



1.

PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Pawnee School District Number |-1, Pawnee, Pawnee County,
Oklahoma (the "District”) conform to the regulatory basis of accounting, which is another comprehensive basis of
accounting prescribed by the Oklahoma State Department of Education and conforms to the system of accounting
authorized by the State of Oklahoma. Accordingly, the accompanying financial statements are not intended to present
financial position and results of operations in conformity with accounting principles generally accepted in the United

States of America. The District's accounting policies are described in the following notes that are an integral part of the
District's financial statements.

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 dependent on state of Oklahoma support. The general operating authority for the public school system
is the Oklahoma School Code contained in Title 70, Oklahoma Statutes.

The governing body of the District is the Board of Education (Board) composed of five elected members. The
appointed superintendent is the executive officer of the District. The Board, constituting an on-going entity, is the
level of government, which has governance responsibilities over all activities, related to public elementary and
secondary school education within the jurisdiction of the Local Independent School District. The District receives
funding from local, state and federal government sources and must comply with the requirements of these funding
source entities. However, the District is not included in any other governmental "reporting entity" as defined in
Section 2100, 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 activities of the District. There are no component units {enfities
considered to be financially accountable to the District).

B. Measurement Focus

The accounts of the District are organized and operated on the basis of funds and account groups. A fund is an
independent fiscal accounting entity with a self-balancing set of accounts. Fund accounting segregates funds
according to their intended purpose and is used to aid management in demoenstrating compliance with finance-
related legal and contractual provisions. The minimum number of funds is maintained consistent with legal and
managerial requirements. The Account Groups are reporting devices to account for certain assets and liabilities of
the governmental funds not recorded directly in other funds.

The District has the following fund types and account groups:

Governmental funds - are used to account for most of the District's general aciivities, including the collection
and disbursement of earmarked monles (special revenue funds), the acquisition or construction of general
fixed assets (capital projects funds), and the servicing of general long-term debt (debt service funds). Basis
of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and
reported in the financial statements, Basis of accounting relates to the timing of the measurements made,
regardless of the measurement focus applied. All governmental type funds are accounted for using the
Regulatory (Statutory) basis of accounting. All revenues from all sources, including property taxes,
entitlements, grants, and shared revenues are recognized when they are received rather than earned.




1.

PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus (Continued)

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

Governmental funds include the following fund types:

General fund - is the general operating fund of the District. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund, This is a budgeted fund,
and any fund balances are considered as resources available for use. Major revenue sources include
local property taxes and federal and state funding. Expenditures include 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 resiricted monies must be expended for specific programs.
Project accounting is employed to maintain integrity for the various sources of these funds. The operation
of the District's school cafeteria is reported as part of the General fund and consists of monies derived
from federal and state financial assistance and food sales.

Special Revenue funds - account for revenue sources that are restricted to expenditures for specific
purposes (not including expendable trusts or major capital projects). The special revenue fund is
composed of the District's Building Fund. These are budgeted funds and any fund balances are
considered as resources available for use.

Building fund - 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.

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 revenus sources are local property taxes levied specifically for debt service.

Capital Project fund - consists of the District's Bond Fund and accounts for the proceeds of bond sales
used exclusively for acquiring school sites, constructing and equipping new school facilities, renovating
existing facilities, and the acquisition of transportation equipment.




PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017 )

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus (Continued)

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

Agency fund - is custodial in nature and does not present results of operations or has a measurement
focus. Agency funds are accounted for using the cash basis of accounting. This fund is the School
Activities Fund used to account for monies collected principally through fundraising efforts of the students
and 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 liabllities, and do not include revenues and expenditures for general
operation of the District.

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

General Long-term Debt Account Group - accounts for the outstanding principal balances of all long-term
debt of the District, which is offset by the amount available in the debt service fund and the amount to be
provided in future years to complete retirement of the debt principal.

C. Basis of Accounting and Presentation

*the District prepares its financlal statements in a presentation format that is prescribed by the Oklahoma State
Department of Education. This format is essentially the generally accepted form of presentation used by state and
local governments prior to the effective date of GASB Statement No. 34, Basic Financial Stafements-
Management's Discussion and Analysis for State and Local Governments with certain modifications. This format
differs significantly from that required by GASB 34.

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

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

Investments are recorded as assets when acquired.

School supplies are recorded as expenditures and not as inventory assets.

Warrants payable are recorded as liabilities when issued. _
Long-term debt is recorded in the General Long-Term Debt Account Group and not in the basic
financial statements. _
Compensated absences are recorded as expenditure when paid and not recorded as a liability.

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

This regulatory basis of accounting differs from accounting principles generally accepted in the United States of
America, which require revenues to be recognized when they become available and measurable, or when they are

earned, and expenditures or expenses to be recognized when the related liabilities are incurred for governmental
fund types; and, when revenues are earned.

10




1.

PAWNEE SCHOOL DISTRICT NUMBER [-1
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

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

1.

Deposits and Investments

State statutes govern the District's investment policy. Permissible investments include direct obligations of the
United States Government and Agencies; certificates of deposit of savings and loan associations, and bank
and trust companies; and savings accounts or savings certificates of savings and loan associations, and trust
companies. Collateral is required for demand deposits and certificates of deposit for all amounts not covered
by federal deposit insurance. Investments are stated at cost. The School District invests entirely in
certificates of deposit, U.S, Treasury Securities, and participates in the Secured Investment Program of
Oklahoma State School Boards Association, as authorized by Oklahoma Statutes Title 62, Section 348.

Fair Value of 'Financial Instruments

The District's financial instruments include cash and investments. The District's estimate of the fair value of all
financial instruments does not differ materially from the aggregate carrying values of its financial instruments
recorded in the accompanying statement of assets, liabilities and fund balances. The carrying amount of these
financial instruments approximates fair value because of the short maturity of these instruments.

Estimates

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

Interfund Transactions

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

Inventories

Inventories consist of minimal amounts of expendable 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.

Fixed Assets

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

11
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PAWNEE SCHOOL DISTRICT NUMBER 11
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

SUMMARY OF SIGN!FICANT ACCOUNTING POLICIES (Continued)
D. Assets, Liabilities, Fund Balance, Revenue and Expenditures (Continued)

7. Compensated Absences

The District provides vacation and sick leave benefits in accordance with Title 70 of the Oklahoma Statutes,
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 financial statements
because such statements are prepared on the regulatory basis of accounting. This practice differs from
generally accepted accounting principles.

L.ong-term Obligations

The District reports long-term debt at face value in the general long-term debt account group. Certain other
lease obligations not expected to be financed with current available financial resources are also reported in the
general long-term debt account group.

Fund Balance

In the fund 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 availability 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 rof 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 maintained intact (such as the corpus of a permanent fund)) and those
that are spendable (such as fund balance associated with cash, investments or receivables).

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

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

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.

Assigned fund balance represents amounts that are infended to be used for specific purposes, but are
neither restricted nor committed. Intent is expressed by the governing body itself, or a subordinated high-
level body or 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.
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

9.

10.

1.

12.

Fund Balance (Continued)

Unassigned fund balance is the residual classification for the general fund. It represents the amounts
that have not been assigned to other funds, and that have not been restricted, committed, or assigned 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 valorem 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 taxes are levied on November 1 and are due on receipt of the tax bill. The first haif 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 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 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 Revenhues

Revenues from state sources for current operations are primarily governed by state aid formula under the
provisions of Article XVIIl, 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 documentation, the State Department of Education may
adjust subsequent fiscal period allocations of money for prior year errors disclosed by review. Normally, such
adjustments are treated as reductions or additions of revenue of the year when the adjustment is made.

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

Department of Education requires that categorical educational program revenues be accounted for in the
general fund.
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Cklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

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

13.

14,

15.

186.

17.

Federal Revenues

Federal revenues consist of revenues from the federal government in the form of operating grants or
entitiements. An operating grant is a contribution to be used for a specific purpose, activity or facility. A grant

- may be received either directly from the federal government or indirectly as a pass through from another

government, such as the state. Entitlement is the amount of payment to which the District is entitied pursuant
to an allocation formula contained in applicable statutes. 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-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; however, they have not been reflected
in the combined financial statements as either revenue or expense since they are not reported under the
regulatory basis of accounting.

Memorandum Only - Total Columns

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

Comparative Data

Comparative total data for the prior year has been presented in the accompanying financial statements in
order to provide an understanding of changes in the District's assets, liabilities, fund balance, revenues and
expenses. However, complete comparative date (i.e., presentation of prior year totals by fund type in each of
the statements) has not been presented since their inclusion would make the statements unduly complex and

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

Resource Use Policy

It is in the District's policy for all funds that when an expenditure/expense is incurred for purposes for which
both restricted and unrestricted resources, Including fund balances, are available, the District considers
restricted amounts to be spent first before any unrestricted amounts are used. Furthermore, itis the District's
policy that when an expenditure/expense is incurred for purposes for which committed, assigned, or
unassigned resources, including fund balances, are available, the School considers commitied amounts to be
spent first, followed by assigned amounts and lastly unassigned amounts.
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The District is required by state law to prepare an annual budget. A preliminary budget is submitted to the Board of
Education by December 31 for the fiscal year beginning the following July 1. The electors of the District have voted on
the question to make the ad valorem levy for emergency levy and local support levy permanent; therefore, an annual
mileage election (normally the first Tuesday in February) is not necessary. Under current Oklahoma Statutes, a formal
Estimate of Needs (Budget) Is required for all funds except for trust and agency funds. Budgets are presented for all
funds that include the originally approved budgeted appropriations for expenditures and final budgeted appropriations
as adjusted for supplemental appropriations and approved transfers between budget categories. The annual Estimate
of Needs, when approved by the Board and subsequently filed with the County Clerk and approved by the County
Excise Board becomes the legal budget. Supplemental appropriations, if required, were made during the year and are
reflected on the budget vs. actual presentations shown as original budget and final budget.

Encumbrances represent commitments related 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 - is utilized in all Governmental Funds of the District. Purchase orders or contracts document

encumbrances for goods or purchased services. Under Oklahoma law; unencumbered appropriations lapse at year-
end. :

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

At June 30, 2017, the District held deposits of approximately $1,949,759 at financial institutions. The District's
cash deposits, inciuding 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 formal 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. ‘

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.

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

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

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

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

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, 2017 are as follows:

Average
Maturity Credit Market
Type {Months) Rating Value Cost
Investments
Money Market N/A N/A $ 1649750 §$ 1,649,759
Certificate of deposit 6.00 N/A 300,000 300,000
Total investments $ 1,049,759 § 1,949,750

Concentration of Investment Credit Risk

The District places no limit on the amount it may invest in any one issuer. The District has the following of credit
risk: 20% in Certificates of deposit ($300,000) and 80% in Money Market funds ($1,649,759).

B. Long-term Debt

State statutes prohibit the District from becoming indebted in an amount exceeding the revenue to be received for
any fiscal year without approval by the District's voters. Bond issues have been approved by the voters and issued
by the District 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 solely from fund balance and future
revenues of the debt service fund. :

In 2015, the District issued building bonds in the amount of $330,000 with an effective interest rate of 0.65%.
Bond maturities begin July 1, 2016 with a final maturity of $330,000. This bond was paid off in current year.

In 2016, the District issued building bonds in the amount of $330,000 with an effective interest rate of 1.0%. Bond
maturities begin July 1, 2017 with a final maturity of $330,000.

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

Annual debt service requirements to maturity are as follows:

Year General

Ended Obligation Bonds Total
June 30, Principal Interest Requirements

2017 $ 330,000 % 6600 % 336,600

2018 340,000 8,180 348,160

Total $ 870,000 $ 14760 $ 684,760
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- PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

3. DETAILED NOTES CONCERNING THE FUNDS (Continued)
C. Leases

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

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

Year Ended
June 30, Payments

2018 $ 304,900
2019 300,000
2020 300,000
2021 300,000
2022 250,000
2023-2024 515,427
Total 1,970,327
Less Interest 209,623
Total 1,760,704

The above leases contain a clause that gives the District the ability to terminate the lease agreements at the end of
each fiscal year. The District has recorded the liability for future lease payments in the general long-term debt
account group for these leased assets.

D. Changes in General Long-term Debt

General long-term debt consists of bonds payable. The following is a summary of the changes in general long-
term debt transactions of the District for the fiscal year: '

Balance Balance
June 30, June 30,
2016 Additions Retirements 2017
Bonds payable $ - 660,000 $% 340,000 $ 330,000 $ 670,000
Capltalized lease payable 2,005,296 - - 244 592 1,760,704
Total $ 2 665296 § 340,000 § 574,592 $ 2,430,704
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PAWNEE SCHOOL DISTRICT NUMBER I1-1
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

4. OTHER INFORMATION

A. Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage fo and destruction of assets; errors
and omissions; injuries to employees; or acts of God. The District purchases commercial insurance to cover these
risks, including general and auto liability, property damage, and public officials liability. The District had the
following insurance coverage during the year: commercial property - $750,000,000; general liability - $1,000,000;
and educators liability $1,000,000. Settled claims resulting from these risks have not exceeded the commercial
insurance coverage in any of the past three fiscal years. The School also participates in a risk pool for Workers'
Compensation coverage in which there is a transfer or pooling of risks among the participants of that pool. In
accordance with GASB No. 10, the School reports the required contribution to the pool, net of refunds, as
insurance expense.

The risk pool is the Oklahoma School Assurance Group (OSAG), an organization formed for the purpose of
providing workers' compensation coverage to participating schools in the State of Oklahoma. 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 to an established payment schedule. A portion of the fees paid by the District goes into a
loss fund for the District. The fee for the loss fund is calculated by projecting losses based on the schools losses
for the last five years. OSAG provides coverage in excess of the Loss Fund so the District's liability for claim loss
is limited to the balance of the loss fund. If the District does not use their loss fund in three years it is returned to
them with no interest.

The District is also a member of the Oklahoma Public Schools Unemployment Compensation Program. In this
program the District is required to contribute 1.8% of their taxable payroll for unemploymentinsurance. The funds
for each district are kept separate and districts can contribute more than 1.6% 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 liable for the excess.

B. Contingent Liabilities
Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies,
principally the federal government. Any disallowed claims, including amounts already collected, may constitute a
fiability 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.

C. Non-Monetary Transactions

The fair market value és determined by the Oklahoma Department of Human Services of the commodities
received during the period under audit was $21,859.
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PAWNEE SCHOOL DISTRICT NUMBER 11
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017 '

4. OTHER INFORMATION (Continued)
D. Employee Retirement System and Plan

Description of Plan

The District participates In the state-administered Oklahoma Teachers' Retirement System, which 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 financial
report that includes financial statements and required supplementary information for the System. That report may

be obtained by writing to the Oklahoma Teachers' Retirement System, P.O. Box 53624, Oklahoma City, OK 73152
or by calling 405-521-2387.

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 individuai 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 Okiahoma, 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 Sysiem
from the State of Oklahoma are from 3.54% of its revenues from sales tax use taxes, corporate income taxes and
individual income taxes. The District contributed 9.5% and the State of Oklahoma plus the federal contribution
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 2017, 2016 and 2015 were $297,110, $209,229 and $282,468 respectively.
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2017

4. OTHER INFORMATION (Continued)
E. Surety Bonds

The Superintendent Is bonded by Western Surety Company, bond number 18036734, for the penal sum of
$100,000 for the term July 31, 2016 to July 31, 2017.

The activity fund secretary Is bonded by Western Surety Company, bond number 89351507, for the penal sum of
$2,000 for the term June 4, 2016 to June 4, 2017, This was renewed in June for the next year.

The Encumbrance clerk is bonded by Western Surety Company, bond number 61292210, for the penal sum of
$100,000 for the term March 7, 2017 to March 7, 2018,

The Treasurer is bonded by Western Surety Company, bond number 14169974, for the penal sum of $100,000 for
the term June 11, 2016 to June 11, 2017. This was renewed in June for the next year.

The Board clerk is bonded by Western Surety Company, bond number 612921586, for the penal sum of $2,000 for
the term March 7, 2016 to March 7, 2017 and renewed for March 7, 2017 to March 7, 2018. _
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PAWNEE SCHOOL DISTRICT NUMBER -1
Pawnee County, Oklahoma

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

FIDUCIARY FUNDS - REGULATORY BASIS
June 30, 2017

Agency Funds
Balance Balance
- July 1, June 30,
2016 Additions Deletions 2017
Assets:
Cash:
Activity funds $ 142,163 $ 387,773 % 353,701 § 156,235
Liabilities:
Due to student groups:

Athletics $ 503 % 33,821 32,484 % 8,371
Language 10,187 - 3,298 6,889
Band 5,265 24,155 22,472 6,948
Brensing Scholarship 2,500 2,000 - 4,500
Band Day 805 1,265 1,879 191
Sofithall Booster 4,483 7,078 7,995 3,566
Art Scholarship 2,000 1,000 - 3,000
Class of 2017 1,778 10,120 10,444 1,454
Class of 2018 _ 1,466 10,154 7,679 3,941
Class of 2019 44 2,339 887 1,496
Class of 2020 - 473 444 29
Berg Scholarship 10,1580 - - 10,150
Golf Booster - 1,333 974 359
PTO 2,169 6,916 5,269 3,816
Golf 2 - - 2
Science Paper Recycls 355 - - 355

Linda Majors Memorial . - - -
Elementary Flower Fund 1,374 260 405 1,228
PFFAE 255 - - 255
Stage Right Productions - 7,567 5,137 2,430
Interest 134 136 - - 270
FFA 10,066 87,929 89,668 8,327
Annuals 4 980 13,456 0,974 8,462
FCCLA 2,061 3,857 3,460 2,458
Bearettes 311 15,511 13,773 2,049
Cubeties 952 : - 110 842
Student Council 721 400 716 405
Beta Club 2,481 6,264 4,705 4,040
Bear Facts : 170 68 - 238

Gym Renovations - - - -
Drama/Speech 1,737 579 824 1,492
Library 526 2,308 2,191 641
Elementary 1,899 7,870 7,168 2,401
Art 1,168 1,487 1,149 1,508
Elementary Library 2,462 6,158 5,885 2,635
Bearettes BB 174 - - 174
Middle School 35 - - 35
Baskethall Booster 7,908 13,131 15,688 5,349
Wrestling Cheer 49 - - A9
After Prom Party 1,738 7,752 7.884 1,606
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PAWNEE SCHOCOL DISTRICT NUMBER 1-1
Pawnee County, Oklahoma

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FIDUCIARY FUNDS - REGULATORY BASIS
June 30, 2017

Agency Funds
Balance Balance
July 1, June 30,
. 2016 Additions Deletions 2017
Liabilities {Continued):

Girls BB Program - - - -

Peacemakers - - - -

Edwards-Art - - - -
Tallgrass Academic Conference 2,084 1,240 1,284 2,040
MS Advisory : 4,379 4,833 3,530 5,682
General Fund 5,572 20,589 8,836 17,326
Northern Plains indian Club 1,216 - 55 1,161
Baseball Booster i 5,872 6,868 6,636 6,204
PHS Flower Fund 376 240 227 389
Science Harp 845 380 412 613
MS Science - Cheatham 1,877 1,475 2,011 1,341
Wrestling Booster Club 3274 6,208 8,596 7 887
Quarterback Club 15,625 43,774 52,284 7,015

Pawnee BIll All Star FB - - - -
Cheer Moms Booster 200 - - 200
Cubbettes Basketball 95 - - 95

Marquee-Senior Gift - - - -
MS Student Council 1,646 348 129 1,865
Title 7 Parent Committee 6,018 1,655 3,183 4 490

Softhall Scoreboard - - - -
Threads for Teens 500 - - 500
Leonard Kline Jr. Scholarship 500 500 500 500

Academic Bowl - - - -

Halli Tessmann Memorial - - - -
Military Scholarship 2,000 1,000 125 2,875
MS Beta 280 - - 280
Title VIl Housing Grant - 2,855 537 1,782 1,410
Track 12 2,840 1,449 1,403

Health Fair - - - -
Total Liabilities $ 142 163 $ 367,773 & 353,701 § 156,235

22



€e

- ¢ 19g'z8s ¢ ggoegs  $ (zel) ¢ 0929/8 $ spiemy [elopsd jo sainjipuadx3 [ejoL
- ZTE'CEE Z2E'eee - ZCECEE [ej01-qng
- 6858°12 658°L2 - 658°1LT G950l (v ©10N) se0IMeg UBLLINY
10 wawpede eWOUEMO ybBnoiyl pessed
- 1652 1652 - 1652 162 B/G°0L  Sluein Aeuoialasig uoiUInN piyd
- 998'c0g 998'50¢ - 998'€0¢ [e}or-gns 2SN
- ¥£2'66 ¥£2'66 - A ¥9. €65°0L weibold jsepjealq |004og
- zZea'voe Ze9'v0zZ - Ze9'v0T €9/ GGS 0l wesbold younT [0oYos |eucheN
'swelfold UCHINN PIND
:..O_amo:_um jo a__._@.,:u..nnmn_ ojeis _._dso._ﬁ possed
oanjnoubYy jo Jusuwaedaq 's )
- 579'0LZ 198212 {zzl) ¥¥5'0LE [ejoi-ang
- - - - €9 §£0091V/9ES LS L9€¥8 Vv Hed ‘i spL
- - rAAA (zz) 099'ce SE009LVLIES LPS 19€'¥8 91-61 v Hed ‘|l SpLL
- /G1'GL 161'GL - 161Gl 9009} 886€S 188 gee g SWOOU| MO g [Iny - g Med A SHLL
- 88¥'10Z 887102 - #99'192 9£0094V0L0S LIS 0LO'¥8 | SR
‘lonjeonpg jo justuledsq oye1s Uybnolys passed
- Y6E'TET ¥6£°2ET - ¥BE'TET |eyol-qns
- 68/'8.1 68/.'8/1) - 68/'8.1 166 L0 ¥8 ¥191d - Py 108dUi - |lIA SALL
- $ B09'ES $ 609°cS ¢ - $ 609'€S ¢ €1509+V0908 19S 090°+8 uoeonp3 uelpuj - [IA SLL
Tsweibold j9edlad
TUOIIEDNP JO jusLluyedaq 'sn
710z ‘0c eunf  sainypuedx3 pajaol|on 9L0Z ‘I AInp junowy JaquinN laquinN JaquinN . a1 welbBoidfiojuels
je aosuejeg Lzaled ahuaAsy je aauejeg plemy 1o 1 111:415] aloid vado ybnolyl ssed/Iojueis) [elapod
weiboid s Jojuels) ledapad HOJUEIL) [elapdd

uyBnoayj-ssed

L10Z 0 sunp papu3 Jed) [edsiy sl 104
SAQUVMY TvHIad34 40 STUNLIANIdX3 40 ITINAIHOS

ewoyep 0 ‘AJunon asumed
-1 Y9FSNNN 12RLSIA TOCHOS 33NMYd



{4

"posINgSIP PUB PSAISO2] SSIPOLULLIOD S} JO SN[BA JSNIBI JIB) SU) JE 8|Npayos Sy} Ut papiodal S 8SUB)SISSE AIBJSUCW-UON - uonnqulsig pood - 3 @10N

-20UEpINS) WLOJILM SY3 ISpUN POMO|IE 1B JSO0 J08lIput SHLUUIL 8P Jueoied 0| U3 &SN 0} Jou pajOd)® Sy

|00YOS B JUSLISSINGUIS] 0} SB PaYLWI| SIE JO S[GEMO}E 10U aJe Seinjipuedxe jo sadA]} ulepsd UlsiayMm ‘soueping LLojiun aui ul paurgiuos ssdiound 3s00

sy Buimoioy paziuBooas ale sainyipuadxa yong "D SJON Ul Pajou SouE)SISSE Alejauoluuou Joj 3daoxe SJUSWSE]S [Bloueul pauiquIod au jo uoneledald aup
upA JuSISISucs Bupunoooe jo siseq Aioyeinbal ey uo papodal ele 8|nNpayds au} Uo papodal sainupuadxg - se1ood Bununosoy juesubig jo Aewiung - g 2J0N

“|00UDS U} 1o SMO]} USED JO ‘sjesse Jau ul sebueyd ‘uoiysod [elouBUY 2y} Jussald Jou SSop

PUE papusiul Jou 1)l ‘[00USS Sup 1o suoressdo syl o uoitod pejoles Aluo sjusseud sinpayag S} 8snedsg ‘(2ouepING WUOUN) SPIemy [elapad Joj

spustannbay 1pny pue ‘sejdioulid 1S00 ‘SjusWalinbey sAFeRSIULIPY wiofur) ‘00Z Hed suoenfey [eiepad J0 9poD 'S’ Z SfL 4o sjuswainbal

3L} UIM 20UBploade Ul pajuasald S| a[npayss Siul Ul uojewioul 8yl 210Z ‘0 dunf pepua 1eak au} Jo} JusLiLIeAch |e1epe) su Jo swelfioid Jepun
[00UDS By JO AJAIOR PIEME [EISPS} SU) SepInjoUl (SjNPpaydsg SuUy) SpIeme [e1eps) Jo sainjipusdxs Jo SiNpsyds BuiAuedwonoe ay] - uonejuasald Jo siseqd - ¥ SJON

2102 ‘0¢ sunr poapu3 Jesj [easld ayj 104
SAYVYAY 1vH3a3d 40 STUNLIANIAXT 40 TNAIHIS

pUWIOYRPHO ‘AJUnon s3umed
Il 4FGNNN LOHLESIA TOOHDS FINMVY



PAWNEE SCHOOL DISTRICT NUMBER I-1
' Pawnee County, Oklahoma

REPORTS REQUIRED BY GOVERNMENT AUDITING STANDARDS
AND THE SINGLE AUDIT ACT
June 30, 2017
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

July 18, 2017

The Honorable Board of Education
Pawnee School District Number -1
Pawnee, Pawnee Counly, 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 Comptroiigr
General of the United States, the accompanying fund type and account group financial statements—regulatory basis
within the combined financial statements of the Pawnee School District Number -1, Pawnee, PE}wnee Ceounty,
Oklahoma (District), as of and for the year ended June 30, 2017, and the refated notes to the financial statements,
which coliectively comprise the District's basic financial statements, and have issued our report thereon'dated July j|8,
2017, which was adverse with respect to the presentation of the financial statements in conformity vy!th account{ng
principles generally accepted in the United States because the presentation followed the regulatory basis of account!ng
for Oklahoma school districts and did not conform to the presentation requirements of the Governmental Accounting
Standards Board. However, our report was qualified for the omission of the general fixed asset account group with

respect to the presentation of financial statements on the regulatory basis of accounting authorized by the Oklahoma
State Board of Education. )

Internal Control Over Financial Reporiing

In planning and performing our audit of the financial statements, we considered the Disﬁrict's interna\ control over
financial reporting {internal control) to determine the audit procedures that are appropriate in the c}rcumstanqes for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion onthe

effectiveness of District's internal control. Accerdingly, we do not express an opinion on the effectiveness of District's
internal control.

A deficiency in infernal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detectl an;i gorrect,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in mtem::xl
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statemenis \_fvlll
not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, ora combination

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

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

Members of American hstitute and Oklahoma Society of CPA’s and Inpact Americans an [nternaiional Network of independent accounting firms
Serving Our Clie® Since 1960




Compliance and Other Matters

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

Purpose of this Report

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

CBEW Professionsl Group, LLP

CBEW PROFESSIONAL GROUP, LLP
Certified Public Accountants
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PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANGE REQUIRED

BY THE UNIFORM GUIDANCE

July 18, 2017

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

Report on Compliance for Each Major Federal Program

We have audited the Pawnee School District Number -1, Pawnee, Pawnee County, Oklahoma (District)'s compliance
with the types of compliance requirements described in the OMB Compliance Supplement that could have a.dlrect and
material effect on each of the District's major federal programs for the year ended June 30, 2017, The District's major

federal programs are identified in the summary of auditor's results section of the accompanying schedule of findings
and guestioned costs.

Management’s Responsibility

Management is responsible for compliance with the federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the District's major federal programs bgsed on
our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptrolier General of the United States;
and the audit requirements of Tite 2 U.S. Code of Federal Regufations (CFR) Part 200, Uniform Adminisirative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards
and Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirernents referred to above that could have a direct and material
effect on a major federal program occurred. An audit includas examining, on a test basis, evidence about the District's

compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each 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, Pawnes School District Number |-1, Pawnes, Pawnee Gounty, Oklahoma, complied, in all material

respects, with the types of compliance requirements referred to above that could have a direct and material effect cn
each of its major federal programs for the year ended June 30, 2017.

Members of American Institore and Oklahoma Socicty of CPA's and Inpagt_Americans an International Network of independent aceounting firms
Serving Qur Ciicglé Since 1960




Report on internal Control Over Compiiance

Management of Pawnee School District Number 1-1, Pawnee, Pawnee County, Oklahoma (the District), is responsible
for establishing and maintaining effective internal control aver 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 procedures that are appropriate in the circumstances for the purpose of expressing
an opinion on compliance for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of

internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the 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 employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that 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 requirement of a federal program that is less severe than a material 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 purpose 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
weaknesses or significant deficiencies. We did not identify any deficiencies in internal 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

conirol over compliance and the results of that testing based on the requirements of the Uniform Guidance.
Accordingly, this report is not suitable for any other purpose.

CBEW Paoftssional Group, LLP

CBEW PROFESSIONAL GROUP, LLP
Certified Public Accountants

28




PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Fiscal Year Ended June 30, 2017
SUMMARY OF AUDITOR’S RESULTS

Financiaf Statements:

Type of Auditor's Report Issued; Adverse opinion on the combined financial statements in conformity with
generally accepted accounting principles and a qualified opinion for the omission of the general fixed asset
account group on the combined financial statements in conformity with a regulatory basis of accounting
prescribed by the Oklahoma Department of Education,

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

Significant Deficiencies identified not considered to be material weaknesses? __ Yes X No
Noncompliance material to financial statements noted? _Yes X No
Federal Awards:

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

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

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

Audit findings disclosed that are required to be reported in accordance with the Uniform Guidance,
Section .510{a)? __ Yes X No

Dollar threshold used to distinguish Type A and Type B programs $750,000
Auditee Qualified as low-risk auditee? __Yes X No
Identification of Major Programs:!
CFDA#
10.553 Child Nutrition — Breakfast

10.555 Child Nutrition — Lunch
84.010 Title |

FINDINGS - FINANCIAL STATEMENT AUDIT

1. None

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

2. None
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Fiscal Year Ended June 30, 2017

None.
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PAWNEE SCHOOL DISTRICT NUMBER 1-1
Pawnee County, Oklahoma

SCHEDULE OF ACCOUNTANT’S PROFESSIONAL
LIABILITY INSURANCE AFFIDAVIT

JULY 1, 2016 TO JUNE 30, 2017

State of Oklahoma }

County of Payne )

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

Pawnee School District for the audit year 2016-2017.

CBEW Professional Group, LLP
Certified Public Accountants

Auditing Firm

Lat Ll

Autharized Agent

Subscribed and sworn to before me on this ] g/

; LAY RA B DUT?O
! bila, Btate of Oklahom
R ; ”°‘“éin'°\‘?mmn # 18008118 |
upnm sapmmbev 2, 2020

My commission expires on;
- QQ day of ZiQ i . @ﬂl
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma
June 30, 2017

AUDIT ACKNOWLEDGEMENT

The annual independent audit for the Pawnee School District Number -1 was
presented to the Board of Education in an Open Board Meeting on August 7, 2017,
by CBEW Professional Group, LLP,

Auditor Signature

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

A copy of the audit, including this acknowledgement form, will be sent to the
Oklahoma State Department of Education and the State Auditor and Inspector within
30 days from it's presentation, as stated in 70 O.S. § 22-108:

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

the audit.”

Superintendent of Schools Board of Education Vice President
Board of Education President Board of Education Member

Board of Education Member

Board of Education Member
Subscribed and sworn to before me on this day of, , 2017,
My commission expires on day of , 20
Notary Public

Affix Notary Seal




