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FEDERAL SUMMARY

Federal Way School District No. 210
King County
September 1, 2013 through August 31, 2014

The results of our audit of Federal Way School District No. 210 are summarized below in
accordance with U.S. Office of Management and Budget Circular A-133.

Financial Statements

An unmodified opinion was issued on the financial statements.
Internal Control Over Financial Reporting:

o Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the
District.

Federal Awards

Internal Control Over Major Programs:

e Significant Deficiencies: We identified deficiencies in the design or operation of internal
control over major federal programs that we consider to be significant deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We issued an unmodified opinion on the District’s compliance with requirements applicable to
each of its major federal programs.

We reported findings that are required to be disclosed under section 510(a) of OMB Circular
A-133.
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Identification of Major Programs:

The following were major programs during the period under audit:

CFDA No. Program Title

84.027 Special Education Cluster (IDEA) - Special Education - Grants to States
(IDEA, Part B)

84.173 Special Education Cluster (IDEA) - Special Education - Preschool
Grants (IDEA Preschool)

84.416 Race to the Top - District Grants

93.600 Head Start

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by
OMB Circular A-133, was $590,728.

The District qualified as a low-risk auditee under OMB Circular A-133.
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SCHEDULE OF FEDERAL AUDIT FINDINGS AND
QUESTIONED COSTS
Federal Way School District No. 210

King County
September 1, 2013 through August 31, 2014

2014-001 The District did not have adequate internal controls to ensure
compliance with federal suspension and debarment requirements.

CFDA Number and Title: 84.416 - Race to the Top District Grants

Federal Grantor Name: U.S. Department of Education, Office of
Innovation and Improvement

Federal Award/Contract

Number: NA

Pass-through Entity Name: Educational Service District No.121
Pass-through Award/Contract

Number: NA

Questioned Cost Amount: $0

Description of Condition

The District spent $741,203 for its Race to the Top Programs during fiscal year
2014 to deliver instruction and support to enable all students to graduate college
and be career ready.

Federal requirements prohibit recipients from contracting with or making
subawards to parties suspended or debarred from doing business with the federal
government. For vendor contracts of $25,000 or more and all subawards, the
District must ensure the vendor or subrecipient is not suspended or debarred. The
District can obtain a written certification from the vendor or insert a clause into the
contract where the vendor states it is not suspended or debarred. Alternatively, the
District may review the federal Excluded Parties List issued by the U.S. General
Service Administration. The District must meet these requirements prior to entering
into contracts with vendors or subrecipients.

Our audit found the District’s internal controls were ineffective in ensuring vendors
which it paid more than $25,000 during the year were not suspended or debarred.
The District paid $390,585 to two vendors during fiscal year 2014 for goods
without verifying the federal suspension and debarment status of the vendor prior
to submitting costs for reimbursement. One of these vendors the
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District had not anticipated spending more than $25,000 with while the other was
initially charged to a nonfederal program and subsequently charged to the federal
program.

We consider this weakness in controls to be a significant deficiency.

Cause of Condition

The District’s process does not allow for these types of situations. The District did
not monitor payments to ensure the suspension and debarment requirements were
met once payments to a vendor and expected to exceed $25,000 during the year or
when decisions are made to charge costs to a federal program that were previously
charged to a state or local funding source.

Effect of Condition and Questioned Costs

Without proper internal controls, the District increases the risk of awarding funds
to vendors and subrecipients that are suspended or debarred from participating in
federal programs. Any payments made to an ineligible party are unallowable and
would be subject to recovery by the funding agency. Failure to comply with federal
requirements may jeopardize the District’s eligibility for future federal assistance.
We were able to verify that the vendors were not suspended or debarred; therefore,
we will not question these costs.

Recommendation

We recommend the District strengthen internal controls to ensure vendors paid with
federal funds are not suspended or debarred and retain documentation to
demonstrate compliance.

District’s Response

The District concurs with the finding regarding suspension and debarment
requirements with the aforementioned contracts in the Race to the Top (RTTT)
program.

The District is aware of the suspension and debarment requirements and does have
internal controls in place for ensuring compliance. As referenced above, the
contract with the first vendor was originally set up and charged to a non-federal
program, due to the timing issues of the Federal RTTT grant. As such, the
suspension and debarment approval and/or language was not triggered at the time
the contract was issued. In the case of the second vendor, individual purchases
were made throughout the year, that when totaled, exceeded the $25,000 threshold.
District controls in place at the time, only triggered the suspension and debarment
approval for single purchase orders in excess of $25,000.
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The District has implemented changes to procedures that include suspension and
debarment approval (review of the Federal Excluded Parties List issued by the U.S.
General Service Administration) for any purchase order using Federal funds
regardless of the amount. Additionally, as has been the case, we continue to have
language embedded in contracts where the vendor states it is not suspended or
debarred. The District takes seriously Federal grant reporting and requirements.
We are confident that with heightened awareness, continued training and tighter
controls, the necessary checks and approvals for suspension and debarment will be
completed before a contract is signed or a purchase order is issued.

Auditor’s Remarks

We thank the District for their prompt attention to this matter.

Applicable Laws and Regulations

U.S. Office of Management and Budget Circular A-133, Audits of states, Local
Governments, and Non-Profit Organizations, Section .300 - Auditee
Responsibilities, states in part:

(b) Maintain internal control over Federal programs that provides
reasonable assurance that the auditee is managing Federal awards in
compliance with laws, regulations, and the provisions of contracts
or grant agreements that could have a material effect on each of its
Federal programs.

(c) Comply with laws, regulations, and the provisions of contracts
or grant agreements related to each of its Federal programs.

Government Auditing Standards, December 2011 Revision, paragraph 4.23 states:

4.23 When performing GAGAS financial audits, auditors should
communicate in the report on internal control over financial
reporting and compliance, based upon the work performed, (1)
significant deficiencies and material weaknesses in internal control;
(2) instances of fraud and noncompliance with provisions of laws or
regulations that have a material effect on the audit and any other
instances that warrant the attention of those charged with
governance; (3) noncompliance with provisions of contracts or grant
agreements that has a material effect on the audit; and (4) abuse that
has a material effect on the audit.

The American Institute of Certified Public Accountants defines significant
deficiencies and material weaknesses in its Codification of Statements on Auditing
Standards, section 935, as follows:
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.11 For purposes of adapting GAAS to a compliance audit, the
following terms have the meanings attributed as follows:

Deficiency in 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 on a timely basis. A deficiency
in design exists when (a) a control necessary to meet the
control objective is missing, or (b) an existing control is not
properly designed so that, even if the control operates as
designed, the control objective would not be met. A
deficiency in operation exists when a properly designed
control does not operate as designed or the person
performing the control does not possess the necessary
authority or competence to perform the control effectively.

Material weakness in internal control over compliance.
A deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable
possibility that material noncompliance with a compliance
requirement will not be prevented, or detected and corrected,
on a timely basis. In this section, a reasonable possibility
exists when the likelihood of the event is either reasonably
possible or probable as defined as follows:

Reasonably possible. The chance of the future event
or events occurring is more than remote but less than
likely.

Remote. The chance of the future event or events
occurring is slight.

Probable. The future event or events are likely to
occur.

Significant deficiency in internal control over
compliance. A deficiency, or a combination of deficiencies,
in internal control over compliance that is less severe than a
material weakness in internal control over compliance, yet
important enough to merit attention by those charged with
governance.
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Title 2, Code of Federal Regulations, Section 180.220, states in part, Are any
procurement contracts included as covered transactions?

(b) Specifically, a contract for goods or services is a covered
transaction if any of the following applies:

(1) The contract is awarded by a participant in a non-
procurement transaction that is covered under 8180.210, and
the amount of the contract is expected to equal or exceed
$25,000. ...

Title 2, Code of Federal Regulations, Section 180.300 — What must | do before |
enter into a covered transaction with another person at the next lower tier?

When you enter into a covered transaction with another person at
the next lower tier, you must verify that the person with whom you
intend to do business is not excluded or disqualified. You do this by:

(a) Checking the EPLS;
(b) Collecting a certification from that person; or

(c) Adding a clause or condition to the covered transaction
with that person.
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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

Federal Way School District No. 210
King County
September 1, 2013 through August 31, 2014

Superintendent and Board of Directors
Federal Way School District No. 210
Federal Way, Washington

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 financial statements of
Federal Way School District No. 210, King County, Washington, as of and for the year ended
August 31, 2014, and the related notes to the financial statements, which collectively comprise the
District’s financial statements, and have issued our report thereon dated May 15, 2015. As
discussed in Note 1 to the financial statements, during the year ended August 31, 2014, the District
implemented Governmental Accounting Standards Board Statement No. 65, Items Previously
Reported as Assets and Liabilities.

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

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

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of the District’s compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion.

The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the District’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose. However,
this report is a matter of public record and its distribution is not limited. It also serves to
disseminate information to the public as a reporting tool to help citizens assess government
operations.

T ey X iy

TROY KELLEY
STATE AUDITOR
OLYMPIA, WA

May 15, 2015
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL

CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

Federal Way School District No. 210
King County
September 1, 2013 through August 31, 2014

Superintendent and Board of Directors
Federal Way School District No. 210
Federal Way, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM

We have audited the compliance of Federal Way School District No. 210, King County,
Washington, with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that could have a direct
and material effect on each of its major federal programs for the year ended August 31, 2014. The
District’s major federal programs are identified in the accompanying Federal Summary.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts
and grants 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 based 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 Comptroller 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
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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. Our audit does not provide a legal determination on the District’s compliance.

Opinion on Each Major Federal Program

In our opinion, the District complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended August 31, 2014.

Other Matters

The results of our auditing procedures disclosed an instance of noncompliance with those
requirements, which is required to be reported in accordance with OMB Circular A-133 and which
is described in the accompanying Schedule of Federal Audit Findings and Questioned Costs as
Finding 2014-001. We also noted certain matters that we will report to the management of the
District in a separate letter dated May 19, 2015. Our opinion on each major federal program is not
modified with respect to these matters.

District’s Response to Findings

The District’s response to the noncompliance findings identified in our audit is described in the
accompanying Schedule of Federal Audit Findings and Questioned Costs. The District’s response
was not subjected to the auditing procedures applied in the audit of compliance and, accordingly,
we express no opinion on the response.

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of 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 in order 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 OMB
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
District's internal control over compliance.
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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 and therefore,
material weaknesses or significant deficiencies may exist that were not identified. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, we identified certain deficiencies in internal control over compliance, as
described in the accompanying Schedule of Federal Audit Findings and Questioned Costs
as Finding 2014-001, that we consider to be a significant deficiency.

We also noted certain matters that we will report to the management of the District in a separate
letter dated May 19, 2015.

Other Matters — Report Reissuance

This report, which replaces a previously issued report, has been reissued to correctly refer to
finding 2014-001 as a significant deficiency rather than a material weakness.

District’s Response to Findings

The District's response to the internal control over compliance findings identified in our audit is
described in the accompanying Schedule of Federal Audit Findings and Questioned Costs. The
District's response was not subjected to the auditing procedures applied in the audit of compliance
and, accordingly, we express no opinion on the response.
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PURPOSE OF THIS REPORT

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose. However, this report is a matter of public record and its distribution is not limited. It
also serves to disseminate information to the public as a reporting tool to help citizens assess
government operations.

Trg X SKally

TROY KELLEY
STATE AUDITOR
OLYMPIA, WA

May 15, 2015
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INDEPENDENT AUDITOR’S REPORT ON
FINANCIAL STATEMENTS
Federal Way School District No. 210

King County
September 1, 2013 through August 31, 2014

Superintendent and Board of Directors
Federal Way School District No. 210
Federal Way, Washington

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of Federal Way School District No. 210,
King County, Washington, as of and for the year ended August 31, 2014, and the related notes to
the financial statements, which collectively comprise the District’s financial statements, as listed
on page 21.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with the financial reporting provisions of Washington State statutes and the
Accounting Manual for Public School Districts in the State of Washington (Accounting Manual)
described in Note 1. This includes determining that the basis of accounting is acceptable for the
presentation of the financial statements in the circumstances. Management is also responsible for
the design, implementation, and maintenance of internal control relevant to the preparation and
fair 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 audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance 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 financial statements. The procedures selected depend on the auditor’s judgment,
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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 District’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 District’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 account 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.

Unmodified Opinion on Regulatory Basis of Accounting (Accounting Manual)

As described in Note 1, the District has prepared these financial statements to meet the financial
reporting requirements of Washington State statutes using accounting practices prescribed by the
Accounting Manual. Those accounting practices differ from accounting principles generally
accepted in the United States of America (GAAP). The difference in these accounting practices is
also described in Note 1.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Federal Way School District No. 210, as of August 31, 2014, and the
changes in financial position thereof for the year then ended in accordance with the basis of
accounting described in Note 1.

Unmodified Opinions on the Governmental and Fiduciary Funds Based on U.S.
GAAP

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the General, ASB, Debt Service, Capital Project, Transportation
Vehicle and Fiduciary funds as of August 31, 2014, and the changes in financial position thereof
for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Matters of Emphasis

As discussed in Note 1 to the financial statements, the District adopted new accounting guidance,
Governmental Accounting Standards Board Statement No. 65, Items Previously Reported as Assets
and Liabilities. Our opinion is not modified with respect to this matter.
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Other Matters
Supplementary and Other Information

Our audit was performed for the purpose of forming an opinion on the financial statements taken
as a whole. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations. The accompanying
Schedules of Long-Term Liabilities are also presented for purposes of additional analysis, as
required by the prescribed Accounting Manual. These schedules are not a required part of the
financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of
the financial statements, and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated, in all material respects, in relation to the financial
statements taken as a whole.

The budgetary comparison information on pages 46 through 50 is presented for purposes of
additional analysis and is not a required part of the financial statements. Such information has not
been subjected to the auditing procedures applied in the audit of the financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated May 15,
2015 on our consideration of the District’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an integral
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part of an audit performed in accordance with Government Auditing Standards in considering the
District’s internal control over financial reporting and compliance.

T ey X Sl s

TROY KELLEY
STATE AUDITOR
OLYMPIA, WA

May 15, 2015
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FINANCIAL SECTION

Federal Way School District No. 210
King County
September 1, 2013 through August 31, 2014

FINANCIAL STATEMENTS

Balance Sheet — Governmental Funds — 2014

Statement of Revenues, Expenditures and Changes in Fund Balance — Governmental
Funds — 2014

Statement of Net Position — Fiduciary Funds — 2014

Statement of Changes in Fiduciary Net Position — Fiduciary Funds — 2014

Notes to Financial Statements — 2014

SUPPLEMENTARY AND OTHER INFORMATION

Budgetary Comparison Schedule — General Fund — 2014

Budgetary Comparison Schedule — Associated Student Body Fund — 2014
Budgetary Comparison Schedule — Debt Service Fund — 2014

Budgetary Comparison Schedule — Capital Projects Fund — 2014
Budgetary Comparison Schedule — Transportation Vehicle Fund — 2014
Schedules of Long-Term Liabilities — 2014

Schedule of Expenditures of Federal Awards — 2014

Notes to the Schedule of Expenditures of Federal Awards — 2014

Washington State Auditor's Office Page 21



G9°€86°18

00°0
00°0

0070

9/.7€TL°S6
00°0

S9°2vS 2oL
00°0
€.°225°06

TV 289°080°v

66°6.5°,67 S8

0070

00°0
0070
86 STE“6LT
6T°99.°656
02 TL0°€S9
0070
0070
0¥ °00S°T0C

267 158°9€C ¢
o "2v8°18
98°029°€/8°9¢
TV TET 666 °S-
S 6EL°0TE 0S

1e10l

00°0

0070

00°0
00°0

0070

00°0

00°0

0070

0070

00°0

00°0

00°0

0070

0070

pund
Juaueuad

“juswalels Jerdueul) siyl Jo jaed jeabajur ue aae sajou BurAuedwoooe syl

00°0

0070

00°0

00°0
G0°609

€0°€S5°T60°T

00°0
l6°€L2°C
00°0

00°0
00°0
00°0
00°0
00°0
0070
90°6.2°680°T

pund
a191yap

uonjelaodsuea ]

69782892

00°0
0070

00°0
00°0
00°0

€L7625°¢C
TT°€SC°SL6

88°250°T0S°S¢

00°0
00°0
¥6°GTL 28
Ty 2¢T9°6S

00°0
00°0
€6 v0C LT

LT792EEVT
LE78¥6 2
SEEY8°L90°L
Ty 9vv 6.L-
Z21°8¥8°99T°8T

pun4d
syo9aflouad
1e3ide)

0070

00°0

00°0

00°0

967697 “009°€ET

00°0
197/€T°/2

0070

00°0

00°0
00°0
877°8877°8.8°L
00°0
T8 €E¥8°¥69°S

pund
901AI8S
3dad

VL 12T €T

0070

00°0

00°0

00762
65 vSv 19

SE"¥98°262°T

19°925°S
65°8YC°1S
0070

0070

00°0

00°0S
0L V2L L

677°9LE£°TC-
88°069°6vC‘T

pung
asv

¥T0Z “TI€ 3Isnbny

Spun4 jejusuuianoy

199ys aouejeg

227116 Ty

00°0
00°0

0070

9/.°€TL"S6
00°0
S97¢vS“20L

00°8T6°29
99°0.£°0¥0°€

LL°6€9°TTO v

00°0

00°0

00°0
€.°199°T9
6T 506 ‘818
0C"TL0°€S9
00°0

00°0
Lv~S62 V8T

SL°8.¥7°€60°C
€€°69T°T€E

€0°682°126°TC
TS 80€°868°S-
85°/.0°0TT ¥C

pund
(B EIVED)

0TZ "ON 10141SIQ J00YdS Aep jedsped

spun4 4aylQ ol ang

alqeled
s11jouag aakojduz payewnrlsy

alqeAed uoiryesuadwo) pasaajaq

s31un
1231UBWUABA0Y U3Yl0 Ol ang

alqeled
saxe] pue suoilonpag |joiked

ajqeAed sajoN uorjedidoijuy
sarJejes panaody

algeAed 3sa4a3u] panaoddy
Juaaan) ajgeled sS1oBAIUO)
a1geAed s3unod2dy
SS3Lriavin

S13SSVY vlioL

31sodaqg
A3114N28S @oueansul-4J9s

uoryesuadwo)
paJaaajag-siusauwlsanu|

8931SnJl Y3 IM YSe)/SIuawisanu]
sjuaulsanu|

swal | predaad

AA103UBAU|

91geA1229Y 1SaJ491u| panaddy
91geA1229Y SuUeOT punjaaluj
91geA1329Y S3IUN0JDY

s31UN
12IUBWUABA0Y J8YLQ Woa4 ang

spun4 J18ylQ woa4 ang
210en1229y saxe]
Buipuelsing sjueadep SnUIp
sjuajenrnb3 yse) pue yse)
1S13SSV

Page 22

Washington State Auditor's Office



66°6.5°,67 S8

69°S¥S TOE“EY
ST /96°8YT-
00°T8L°S/8°T
89°50€°02T 9T
8T TOZ T06°€EC
86 ¥2C€SS‘T

6.°528°068°9¢

98°029°€28°9¢€
€6 102 LT

T1S°802°S0E“S
00°0

00°0

00°0
TE"858°617C
00°006°€
00°0

[Rzatelh

00°0

0070
00°0
00°0
00°0
00°0
00°0

00°0

00°0

0070

pund
Juaueuad

“juswalels jeldoueuly siyl Jo jaed jeuabajur ue ade sajou HBurAuedwoooe ayl

€0°€SG°T60°T

86 °€V6°060°T
00°0
00°0
00°0
86 EV6°060°T
00°0

00°0

00°0

00°0

G0°609

00°0

00°0

0070

pund
CTRITIEIN
CO_HmHLOQwCGLF

88°2S0°T0S“S¢

L0 EVETBE LT
2€7696°259° L~
00°0
89 v1I8°Stv 6
TL L6V °86S°ST
00°0

82¢°870°S80°L

SEEY8°L90°L
€6 102 LT

€5°T99°V20°T
00°0

00°0
00°0
00°0

pun4
sy0aflouad
1e3xide)

966917 °009°“ET

87" 186°TCL S
0070
0070
0070
87 T86°TZL S
0070

877°881°8/8°L

877°8877°8.8°L
0070

00°0
0070
00°0
0070
0070

0070

pund
ERIVSERS
3dad

SE"¥98°262°T

69°€0T°0T0O“T
00°0

00°0

00°0
0T°558°856
657872 1S

00°0

00°0

99709/ 282

€€°€0T“S0¢C
00°0

pung
asv

¥T0Z “TI€ Isnbny

Spun4 jejusuuianoy

199ys aouejeg

LL76€9°TT0 VY

Ly €.1°280°8T
121°200°70S° L
00°T8L°S/8°T
00" T6V ¥29°9
T6°226°0€S

6€°9/6°T0S T

€0°682°226°TC

€0°682°126°TC

00°0

L27L/.T°166°€
00°0

86 1SL vy
00°006°€
0070

pund
(B EINED)

0TZ "ON 10141SIQ J00YdS Aep Jedsped

3ONVIvd

ANNd ANV “S304N0S3Y 40 MOTIANI

a3¥y343a “S31LIT1EvIT VLol

JONVIvE ANNd V10l
souejeg pung paubisseun
aouejeg pund paubissy
aoueleg pund PalIIIWWOD
aoueleg pund paldIaIsSay
aoueleg pund ajgepuadsuon
-30NVIvE annd

S304N0S3y
40 SMOTANI d34¥3430 Tv1i0oLl

a1gen182ay
saxe| - 8anuanay ajgejieAeun

anuanay ajgej1eaeun

=S304N0S3d
40 SMOTINI d3dy343d

S3LLI11gvIT vioL
alqeAed ajeqay abeayigay

ajqeled 1Seualu] puog paaniep

ajqeAed spuog paaniyejp
anuanay paudeaun
sy1sodag

a1geAed sueoT punjaaiuj
SSaLiavin

Page 23

Washington State Auditor's Office



9€7.,98°0v¥“€SZ 0070
0070

89°,02°858°8
82°996°6.5°6

9/°T0S SS6°T
0070
6€°08€°€8S
0070

0070

22 162°6TE Y
¥.°608°870°S
T, 202692

€8°¥.6°862°C 0070
8€700S°2E0 TV

€6 TTC 9TL
€87276°650°¢
L1.°06V°G26°LT

0070

8/.7LTE6T0 9

S 857 “592°8¢
¥0°2€T“S¥S
LSTELE“E96°ETT

€87€25°9¥.°292 0070
YE EEV 296 0070
YT €02 TvL
6.°€26°828°6T
66600878 2ST

LS €G6°GTE €8

1e301 pund
Jusaueuad

“juswalels jerdoueuly siyl Jo jaed jeuabajur ue aae sajou HBuirAuedwoooe ayl

6E£°08E“€8S 19°80€°2€9°6
0070 0070
0070 0070
0070 0070
00°0
6€°08€“€8S
0070
00°0
2z 162°6TE Y
¥,.°608°810°S
T, L02°692
S0°€.5°299 9e" 0P 62v 9T
0070 0070
0070 0070
96°685 ‘1S9 G6°L6E“CET
60°€86°L Ty 2v0“L62 9T
pun4d pund
ETRIIEN syoafouad
uoryelaodsued | jexide)

96°€.T“8EV 8T €8°1.6°862°C

89°/,02°858°8
8279966156

€8°¥.6°862°¢C

LT°9G5°029°9T 2S°T29°8hv e

0v-G28°“.L€L
0070
L.70€L°288°ST 2S T/9°8hv e

pund pung
Se] AW ICTy asy
3qad

Spun4 jejusuuisanoy

TS°620°€8V 222

0070
0070

9/°T0S“SS6°T

8€700S 20 TV
€6°TTC 9TL
€8°2v6°650°C
L1.°06V°G26°LT
0070
8.7LTE6T0 9
S 857 °592°8¢
¥0°2€T“S¥S
LSTELE“E96°ETT

€/,°282°585°92¢
Ve EEV 296
YT-€0C TvL
6€°860°TPT 6T
80°220°T90°LST
8.°G25°6,9°8Y

pun4
jeasus9

¥T0Z “TE IsnBny papu3l Jesap syl 4o

aouejeg pund ur sabuey) pue “saaniIpusadxy “SanusAsy JO Juswalels

0TZ "ON 10141SIQ 100YdS Aep Jedsped

S3ANLIANIAXT IVL10L
aouenss| AnaT/puog
sabaeyd asaylQ pue 3sauaalu]
jediounigd

-301AY3S 193d
19430
asea pue sajes
juawdinb3 uorjejaodsueu)
ABaau3z
ABojouyda] peuorlonulsuj
juawdinb3
Buipping
S911s

SAVILNO TVYLIdYD
48U20/S91311A110Y JUspnlS
S921A49S 3a0ddns
S921IAI9S A3 1unwwo)
sweaboad jeuorlonaisuj 4aylo
suweaboad Aaoxesuadwo)d
493U8) 1114S
uo13edONpP3 JRUOIILI0A
uoryeonp3y jerdads
sSNpNWIlS Jeaapay
uorlonalsuj Jepnbay

= LN34d4Nd
=S34NLIANIdX3

SANNIATY V10l
19420
snENWIls jeJdspad
Jeaapa
a1els
1e207

-S3NN3A3Y

Page 24

Washington State Auditor's Office



69°SYS TOE €Y

0070
¥6°GTS“29L°TE

S/ 620°6ES TT

8z-eLe“egC e
8c-€20‘9TC C
¥Z Lvv*0,9°G-
98°2.0°90.-
98°2.0°90L
0070

v2 26L°289°S

LV 959°G0E“6

1e1ol

0070

0070
0070

0070

0070

0070

0070

puns
juauew.asad

“juswalels jeroueuly siyl Jo jaed jeuabajur ue aae sajou HBurAuedwoooe ayl

86°E¥6°060°T

0070
6€°STV 966

65782516

€6°GEE“ST
€6°GEE“ST
0070
0070
0070
0070
0070

99°26T“6L

pund
STEITIEN

uoryejaodsueu |

L0 EVE‘TBE LT

0070
2ETSLL°9TT 6

G.°/9S°v/2°8

90°9ev 28V T
26°805°88T°C
0070
98°2.0°90.-
0070
0070
0070

69°TET T6L°9

pung
syo9fouad
1exrde)

8V 186°TCL S

0070
Ty 9.1°918°9

€6 V6T ‘¥60°T-

98-22veTL
0070

¥Z vy 0,9°G-
00°0
987220902

2 26L°289°S

6,7219°LT8 T~

pung
Sle) VAW 51y
108q

spun4

69°€0T“0TO‘T

0070
00°20¥°098

697969 67T

697969 “6VT

puns
asv

jejusuuiaanos

LV €.T°280°8T JONVIvd ANNd TTVLOL ONIAN3

Sjuswalelsay
00°0 10 Suo13128440) (S)aesp Jo0lad

28 Tr.L“CL6 ET JONVIVE ANNd TVLOL ONINNIO34

S3SN ONIONVNIH
Y3IHLO ANV SIYNLIANIAX3 (¥3ANN) ¥3IA0

GO TEV PTT Y S3IDYNOS ONIONVNIH ¥IHLO/SANNIAIY 40 SSI0X3

€V"8LT°CT (S3SN) S304NOS ONIONVYNIH ¥3HLO IVLOL
€V 8LTCT 18410
0070 (ges 19) sosn Buroueurd 48Ul
0070 (9e5 19) INQ Sd4djsuea]
00°0 ujl saajsueu|
00°0 Buroueurq waaj-H6uo
00°0 sajes puog Burpungay ® sajes puog

2(S3sN) S304N0S ONIONVNIH ¥3IHLO

TT7€ST 20T Y SIUNLIANAdX3 (¥3ANN) ¥3IA0 SIANNIAIA

I301AY3S L183a

pung
jeasus9

¥T0Z “TE IsnBny papu3l Jesap syl 4o

aouejeg pund ur sabuey) pue “saaniIpusadxy “SanusAsy JO Juswalels

0TZ "ON 10141SIQ 100YdS Aep Jedsped

Page 25

Washington State Auditor's Office



v vi1°S2e
00°0
00°585°vZe
00°0

00°0
00°0
00°0
00°0
¥~ 689

99°00T ‘8L
00°0
99°00T ‘8L

L0°S/2°€0¢E
00°0

00°0

00°0

LL ELE'T
00°0

00°0

00°0

00°0
0€°T06°TOE
00°0

00°0

isnal as{ylio

Y2 1ST°S
0070

00°0
Y2 1ST°S
0070
0070

00°0

€0°199
00°0
€0°199

12°ST8°S

0070

0070

0070

0070

0070

0070

0070

00°0

00°0

00°0

[STANA )

G2 €85G~

L2 1529

0070

0070

3sna| asodand
a3eAnlld

“juswalels jerdoueuly siyl Jo jaed jeuabajur ue ade sajou HBuirAuedwoooe ayl

NOILISOd L3N Tv10L
aouejeg pun4 paubisseun
s11jauag 9akojdw3 A8Yyl0 puy UOISUdd J04 3ISnAl Ul PISH
sasodand pun4 o3l paubissy
sasodand 83enlldd 404 3snal ul pPIsH
sasodand 48yi0 03 palIruwwo)d
jedioulad 3sha] -- ajgepuadsuoN
SYSIY painsulun 40j paldralsay
aoueansu] JJaS 410j) pPalorilsay
Swal| J48yiQ 40} palorulsay

1403 3ISNJU3 Ul pIaH

INOILISOd 13N

SIILITIgvIT v10L

spun4 a8ylQ ol ang

ajgeAed S31unod2dy

s3tLavii

S13SSvV v10L

Juawdinb3 “uorjerdeadsaqg wnooy

sbuipping ‘uoryerdsadsg wnooy

juawdinb3g “sjassy jelrde)

sbuipping “syassy jeirde)

pue ‘syassy jexrde)d

s3assy 49430

9931SNJ]l YIIM YSe)/SIUSWISaAU]

SjuauwlIsanu|

91qeA1929Y 1SaJ493u] pPanaddy

91geA1329Y S3IUN0DDY

spun4 Ja8ylQ woa4 ang

Burpuelsing sjueduep SnUlp

seaa] A1) yamm isodaqg uQ ysed

pueH uo ysed

yse) 3saadug

-S13SSv

¥T0Z “TE Isnbny

spun4 Aaeronpi

uo111S0d 38N Aueronpi4 JO juswalels

0TZ "ON 2301.31S1Q JOOYosS Aep jeaspa-

Page 26

Washington State Auditor's Office



“juawalels jeldueuly siyl Jo Jaed jeabajur ue aae sajou BurAuedwoooe syl

v vL1°522 Y2 TST S
00°0 00°0
6€°C¢TT 992 06°695°¢
86°,€6°0v- 7€°185°¢C
TE°000°€8S €2°T81°8
00°0 82°LLLT
S6°€07“9
0070 00°0
0070 00°0
TE°000°€8S
€€°290°¢YS 15729.°0T
00°0 00°0
00°0 00°0
€£7929°¢C 8G7€E
00°0 00°0
€£7929°¢ 8G°€EE
0070 00°0
00°98€°6ES 66°82.°0T
0070 0070
00°0
00°98€°6€S
00°0 66°82.°0T
snal asylo snaj

asodund a3eAlldd

ONIANI--NOILISOd L3N

S)USWa3LISAY A0 SU0IRD3440) (S)aeap Joldd
Buruurbag--uoryi1sod 18N

(oseau29(q) aseaudou] 189N

SNO110Nnd3a viol
484U30
sdiysaejoyoss
sasuadx3y anI3ealsiulupy
suoI3INQIA3U0) JO punyay
s11j8usg

-SNOI11DNna3a

SNOlLllQav IvioL
suonlIppy J4syiQ feiolL
anuanay asea J0 Juay
-suonlIppy J19ylio
aWOOU|] JUBWISAAUL 138N
sasuadx3 JuaWISaAU] SSaT
SpuUspIAIQ pue 3saualu]
anpeA are4 ur (uoryerodsaadaqg) uorlerdauddy 3aN
I9WODdU] JUSWISIAU]
SNOILNGIYLINOD V101l
439410
sJaaquap
a9Aodwz
suoljeuoq ajenldd

ISUOIINQIAIUO)
SNolLiaav

¥T0Z “TE ISnBny papu3 aeap ayl Jdod

spun4 AaeronpiH

uo111sod 18N Aaeronpi4 ur sabuey) Jo juswalels

0TZ "ON 10141SIQ J00YdS Aej Jesspad

Page 27

Washington State Auditor's Office



Federal Way Public School District
Notes to Financial Statements
September 1, 2013 through August 31, 2014

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Federal Way Public School District is a municipal corporation organized pursuant to Title
28A of the Revised Code of Washington (RCW) for the purposes of providing public school
services to students in grades K—12. Oversight responsibility for the District’'s operations is
vested with the independently elected board of directors. The Superintendent of the District is
appointed by and is accountable to the board of directors. Fiscal responsibility, including budget
authority and the power to set fees, levy property taxes, and issue debt consistent with
provisions of state statutes, also rests with the board of directors.

The District presents governmental fund financial statements and related notes on the modified
accrual basis of accounting in accordance with the Accounting Manual for Public School
Districts in the State of Washington, issued jointly by the State Auditor’s Office and the
Superintendent of Public Instruction by the authority of RCW 43.09.200, RCW 28A.505.140,
RCW 28A.505.010(1) and RCW 28A.505.020. This manual prescribes a financial reporting
framework that differs from generally accepted accounting principles (GAAP) in the following
manner:

(1) Districtwide statements, as defined in GAAP, are not presented.
(2) A Schedule of Long-Term Liabilities is presented as supplementary information.
(3) Supplementary information required by GAAP is not presented.

Effective for the 2013-14 school year, the district implemented provisions of GASB Statement
No. 65 — Items Previously Reported as Assets and Liabilities. As a result, deferred revenue
such as property taxes were reclassified from liabilities to deferred inflows of resources.

Fund Accounting

Financial transactions of the District are reported in individual funds. Each fund uses a separate
set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and
expenditures (or expenses) as appropriate. All funds are considered major funds. The various
funds in the report are grouped into governmental and fiduciary funds as follows:

Governmental Funds

General Fund

This fund is used to account for all expendable financial resources, except for those that are
required to be accounted for in another fund. In keeping with the principle of having as few

funds as are necessary, activities such as food services, maintenance, data processing,
printing, and student transportation are included in the General Fund.

Washington State Auditor's Office Page 28



Federal Way School District, Notes to the Financial Statements - Continued

Capital Projects Funds

These funds account for financial resources that are to be used for the construction or
acquisition of major capital assets. There are two funds that are considered to be of the
capital projects fund type: the Capital Projects Fund and the Transportation Vehicle Fund.

Capital Projects Fund - This fund is used to account for resources set aside for the
acquisition and construction of major capital assets such as land and buildings and
implementing technology systems.

Transportation Vehicle Fund - This fund is used to account for the purchase, major
repair, rebuilding, and debt service expenditures that relate to pupil transportation
equipment.

Debt Service Fund

This fund is used to account for the accumulation of resources for and the payment of
matured general long-term debt principal and interest.

Special Revenue Fund

In Washington State, the only allowable special revenue fund for school districts is the
Associated Student Body (ASB) Fund. This fund is accounted for in the District’s financial
statements as the financial resources legally belong to the District. As a special revenue
fund, amounts within the ASB Fund may only be used for those purposes that relate to the
operation of the Associated Student Body of the District.

Fiduciary Funds
Fiduciary funds include pension and other employee benefit trust funds, private-purpose
trust funds, and agency funds, and are used to account for assets that are held in trust by

the District in a trustee and agency capacity.

Private-Purpose Trust Fund

This fund is used to account for resources that are legally held in trust by the District. The
trust agreement details whether principal and interest may both be spent, or whether only
interest may be spent. Money from a Private-Purpose Trust Fund may not be used to
support the District’'s programs, and may be used to benefit individuals, private
organizations, or other governments.

Pension and Other Employee Benefit Trust Fund

This fund is used to account for resources to be held for the members and beneficiaries of a
pension plan or other employee benefit plans.
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Federal Way School District, Notes to the Financial Statements - Continued

Measurement focus, basis of accounting and fund financial statement presentation

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are measurable and available. Revenues are considered “measurable” if the
amount of the transaction can be readily determined. Revenues are considered “available”
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the District considers revenues to be available if they are
collected within 60 days after year-end. Property taxes receivable are measurable but not
available and are, therefore, not accrued. Categorical program claims and interdistrict billings
are measurable and available and are, therefore, accrued.

Expenditures are recognized under the modified accrual basis of accounting when the related
fund liability is incurred, except for unmatured principal and interest on long-term debt which are
recorded when due. Purchases of capital assets are expensed during the year of acquisition.
For federal grants, the recognition of expenditures is dependent on the obligation date.
(Obligation means a purchase order has been issued, contracts have been awarded, or goods
and/or services have been received.)

Budgets

Chapter 28A.505 RCW and Chapter 392-123 Washington Administrative Code (WAC) mandate
school district budget policies and procedures. The board adopts annual appropriated budgets
for all governmental funds. These budgets are appropriated at the fund level. The budget
constitutes the legal authority for expenditures at that level. Appropriations lapse at the end of
the fiscal period.

Budgets are adopted on the same modified accrual basis as used for financial reporting. Fund
balance is budgeted as available resources and, under statute, may not be negative, unless the
District enters into binding conditions with state oversight pursuant to RCW 28A.505.110.

The government’s policy regarding whether to first apply restricted or unrestricted
resources when an expense is incurred for purposes for which both restricted and
unrestricted net assets are available.

The District receives state funding for specific categorical education-related programs. Amounts
that are received for these programs that are not used in the current fiscal year may be carried
forward into the subsequent fiscal year, where they may be used only for the same purpose as
they were originally received. When the District has such carryover, those funds are expended
before any amounts received in the current year are expended.

Additionally, the District has other restrictions placed on its financial resources. When
expenditures are recorded for purposes for which a restriction or commitment of fund balance is
available, those funds that are restricted or committed to that purpose are considered first
before any unrestricted or unassigned amounts are expended.
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Federal Way School District, Notes to the Financial Statements - Continued

The government’s fund balance classifications policies and procedures.
The District classifies ending fund balance for its governmental funds into five categories.
Nonspendable Fund Balance - The amounts reported as Nonspendable are resources of the

District that are not in spendable format. They are either non-liquid resources such as inventory
or prepaid items, or the resources are legally or contractually required to be maintained intact.

Restricted Fund Balance - Amounts that are reported as Restricted are those resources of the
District that have had a legal restriction placed on their use either from statute, WAC, or other
legal requirements that are beyond the control of the board of directors. Restricted fund balance
may include carryover of revenues that have been received but are restricted as to their usage.

Committed Fund Balance - Amounts that are reported as Committed are those resources of the
District that have had a limitation placed upon their usage by formal action of the District's board
of directors. Commitments are made either through a formal adopted board resolution or are
related to a school board policy. Commitments may only be changed when the resources are
used for the intended purpose or the limitation is removed by a subsequent formal action of the
board of directors.

Assigned Fund Balance - In the General Fund, amounts that are reported as Assigned are
those resources that the District has set aside for specific purposes. These accounts reflect
tentative management plans for future financial resource use such as the replacement of
equipment or the assignment of resources for contingencies. Assignments reduce the amount
reported as Unassigned Fund Balance, but may not reduce that balance below zero.

In other governmental funds, Assigned fund balance represents a positive ending spendable
fund balance once all restrictions and commitments are considered. These resources are only
available for expenditure in that fund and may not be used in any other fund without formal
action by the District’s board of directors and as allowed by statute.

The Executive Director of Business Services and/or his or her designee are the only persons
who have the authority to create Assignments of fund balance.

Unassigned Fund Balance - In the General Fund, amounts that are reported as Unassigned are
those net spendable resources of the District that are not otherwise Restricted, Committed, or
Assigned, and may be used for any purpose within the General Fund.

In other governmental funds, Unassigned fund balance represents a deficit ending spendable
fund balance once all restrictions and commitments are considered.

A negative Unassigned fund balance means that the legal restrictions and formal commitments
of the District exceed its currently available resources.

Cash and Cash Equivalents
All of the District’s cash and cash equivalents are considered to be cash on hand, demand

deposits, and short-term investments with original maturities of three months or less from the
date of acquisition.

Washington State Auditor's Office Page 31



Federal Way School District, Notes to the Financial Statements - Continued

Receivables and Payables
Receivables are reported at their net value and are considered to be fully collectible
Inventory

Inventory is valued at cost using the last-in, last-out (LIFO) method. The consumption method of
inventory is used, which charges inventory as an expenditure when it is consumed. A portion of
fund balance, representing inventory, is considered Nonspendable. Such reserves for inventory
indicate that a portion of net current assets is set aside to replace or increase the inventory.
USDA commaodity inventory consists of food donated by the United States Department of
Agriculture. It is valued at the prices paid by the USDA for the commodities.

NOTE 2: CASH DEPOSITS WITH FINANCIAL INSTITUTIONS

The King County Office of Finance is the ex-officio treasurer for the District. In this capacity, the
county receives deposits and transacts investments on the district’s behalf.

All of the District’s investments during the year and at year-end were insured or registered and
held by the District or its agent in the District's name.

The District’s investments as of August 31, 2014 are as follows:

King County Investment Pool Carrying Value Market Value
General Fund $23,990,579.54 $ 23,995,377.66
Capital Projects Fund 18,166,067.62 18,169,700.83
Transportation Vehicle Fund 1,089,279.06 1,089,496.92
Debt Service Fund 5,694,843.81 5,695,982.78
Special Revenue Fund 1,170,318.31 1,170,552.37
Private Purpose and Other Trust Funds 308,158.57 308,220.20
Total Investments $50,419,246.91 $ 50,429,330.76

Impaired Investments:

As of August 31, 2014, all impaired commercial paper investments have completed enforcement
events. The King County impaired investment pool (Impaired Pool) held one commercial paper
asset where the Impaired Pool accepted an exchange offer and is receiving the cash flows from
the investment’s underlying securities. The Impaired Pool also held the residual investments in
four commercial paper assets that were part of completed enforcement events, where the
Impaired Pool accepted the cash-out option. The District’s share of the impaired investment
pool principal is $170,605.90 (Maximum Risk of Loss) and the district’s fair value of these
investments is $102,725.42 (Maximum risk of Loss: less Unrealized Loss).
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Interest Rate Risk:

As of August 31, 2014, the Pool's average duration was 1.34 years. As a means of limiting its
exposure to rising interest rates, securities purchased in the Pool must have a final maturity, or
weighted average life, no longer than five years. While the Pool's market value is calculated on
a monthly basis, unrealized gains and losses are not distributed to participants. The Pool
distributes earnings monthly using an amortized cost methodology.

Credit Risk:

As of August 31, 2014, the district’s investment in the Pool was not rated by a nationally
recognized statistical rating organization (NRSRO). In compliance with state statutes, Pool
policies authorize investments in U.S. Treasury securities, U.S. agency securities and
mortgage-backed securities, municipal securities (rated at least “A” by two NRSROSs),
commercial paper (rated at least the equivalent of “A-1" by two NRSROSs), certificates of
deposits issued by qualified public depositaries, repurchase agreements, and the Local
Government Investment Pool managed by the Washington State Treasurer’s office.

NOTE 3: SIGNIFICANT CONTINGENT LIABILITIES

Litigation

The District has no known legal obligations that would materially impact the financial position of
the District.

Arbitrage Rebate

The Tax Reform Act of 1986 requires the District to rebate the earnings on the investment of
bond and revenue anticipation note proceeds, in excess of their yield, to the federal
government. Because positive arbitrage can be offset against negative arbitrage, the rebated
amount fluctuates each year and may or may not be owing at the payment intervals. The
district has no arbitrage liability at this time.

NOTE 4: SIGNIFICANT EFFECTS OF SUBSEQUENT EVENTS

There were no events after the balance sheet date that would have a material impact on the
next or future fiscal years.

NOTE 5: ANNUAL PENSION COST AND NET PENSION OBLIGATIONS

General Information

Substantially all District full-time and qualifying part-time employees participate in one of the
following three contributory, multi-employer, cost-sharing statewide retirement systems
managed by the Washington State Department of Retirement Systems (DRS): Teachers’
Retirement System (TRS), Public Employees’ Retirement System (PERS) and School
Employees’ Retirement System (SERS).
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Membership by retirement system program as of June 30, 2012 was as follows:

Program Active| Inactive Vested Retired

Members Members Members
TRS 65,357 9,545 42,918
PERS 150,590 30,515 82,242
SERS 51,558 10,920 7,651

Membership by retirement system program as of June 30, 2013 was as follows:

Program Active| Inactive Vested Retired

Members Members Members
TRS 65,935 9,823 44,220
PERS 150,706 31,047 85,328
SERS 52,295 11,588 9,079

Data is as of last actuarial valuation date of June 30, 2013.
Certificated public employees are members of TRS. Noncertificated public employees are
members of PERS (if Plan 1) or SERS.

Plan 1 under the TRS and PERS programs are defined benefit pension plans whose members
joined the system on or before September 30, 1977. Plan 1 members are eligible to retire with
full benefits after five years of credited service and attainment of age 60, after 25 years of
credited service and attainment of age 55, or after 30 years of credited service.

Plan 2 under the TRS or SERS programs are defined benefit pension plans whose members
joined on or after October 1, 1977, but before June 30, 1996 or August 31, 2000, for TRS or
SERS programs, respectively. Members of TRS and SERS are eligible to retire with full
benefits after five years of credited services and attainment of age 65, after 20 years of credited
service and attainment of age 55 with the benefit actuarially reduced from age 65, or 30 years of
credited service and receive either a reduced benefit or stricter return-to-work rules.

Plan 3 under the TRS and SERS programs are defined benefit, defined contribution pension
plans whose members joined on or after July 1, 1996, or September 1, 2000 for TRS and
SERS, respectively. Members are eligible to retire with full benefits at age 65, or they may retire
at age 55 with at least ten service years with a reduced benefit amount, or they may retire at
age 55 with at least 30 years and receive either a reduced benefit or stricter return-to-work
rules.

Average final compensation (AFC) of Plan 1 TRS and PERS members is the highest average
salary during any two consecutive years. For Plan 2 and Plan 3 TRS and SERS members, it is
the highest average salary during any five consecutive years.

The retirement allowance of Plan 1 TRS and PERS members is the AFC multiplied by 2 percent
per year of service capped at 60 percent with a cost-of-living adjustment. For Plan 2 TRS and
SERS members, it is the AFC multiplied by 2 percent per year of service with provision for a
cost-of-living adjustment. For the defined benefit portion of Plan 3 TRS and SERS it is the AFC
multiplied by 1 percent per year of service with a cost-of-living adjustment.

Washington State Auditor's Office Page 34



Federal Way School District, Notes to the Financial Statements - Continued

The employer contribution rates for PERS, TRS, and SERS (Plans 1, 2 and 3) and the TRS and
SERS Plan 2 employee contribution rates are established by the Pension Funding Council
based upon the rates set by the Legislature. The employee contribution rate for Plan 1 in PERS
and TRS is set by statute at 6 percent and does not vary from year to year. The employer rate
is the same for all plans in a system. The methods used to determine the contribution
requirements are established under chapters 41.40, 41.32 and 41.35 RCW for PERS, TRS and
SERS respectively.

The district contribution represents its full liability under all systems, except that future rates may
be adjusted to meet the system needs.

Contributions

Employee contribution rates effective September 1, 2013 through August 31, 2014:

Plan 1 TRS 6.00%
Plan 2 TRS 4.96%
Plan 3 TRS 5.00% (minimum), 15.00% (maximum)
Plan 1 PERS 6.00%
Plan 2 SERS 4.64%
Plan 3 SERS 5.00% (minimum), 15.00% (maximum)

For Plan 3 TRS and SERS, rates adjusted based upon age may be chosen. The optional
rates range begins at 5 percent and increase to a maximum of 15 percent.

Employer contribution rates effective September 1, 2013 through August 31, 2014:

Plan 1 TRS 10.39% Plan 1 PERS 9.21%
Plan 2 TRS 10.39% Plan 2 SERS 9.82%
Plan 3 TRS 10.39% Plan 3 SERS 9.82%

Under current law the employer must contribute 100 percent of the employer-required
contribution. Employer required contributions in dollars for the past five fiscal years are shown
in the following table.

Retirement FY FY FY FY FY
Plan 2009-10 2010-11 2011-12 2012-13 2013-14
Plan 1 TRS $ 246,300 $ 214,087 $ 237,348/ $ 178,870] $ 177,057
Plan 2 TRS 803,058 878,118 1,184,356 1,341,897 1,887,805
Plan 3 TRS 4,680,370/ 4,780,503 6,180,336 6,237,123 8,281,814
Plan 1 PERS 57,500 48,053 55,758 52,290 62,311
Plan 2 SERS 620,999 641,671 881,663 891,593 1,198,601
Plan 3 SERS 964,758 980,059 1,310,688 1,328,330 1,739,434
Totals $7,372,985| $7,542,491| $9,850,149| $ 10,030,103 $ 13,347,022
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Historical trend information showing TRS, PERS and SERS progress in accumulating sufficient
assets to pay benefits when due is presented in the state of Washington’s June 30, 2014
comprehensive annual financial report. Refer to this report for detailed trend information. It is
available from:

State of Washington

Office of Financial Management
300 Insurance Building

PO BOX 43113

Olympia, WA 98504-3113

NOTE 6: ANNUAL OTHER POST-EMPLOYMENT BENEFIT COST AND NET OPEB
OBLIGATIONS

The State, through the Health Care Authority (HCA), administers an agent multi-employer Other
Post-Employment Benefit plan. The Public Employees Benefits Board (PEBB), created within
the HCA, is authorized to design benefits and determine the terms and conditions of employee
and retired employee participation and coverage, including establishment of eligibility criteria for
both active and retired employees. Programs include medical, dental, life insurance and long-
term disability insurance.

Active employees of the District do not participate in the plan. The PEBB plan is available to
retirees. The District’s retirees are eligible to participate in the PEBB plan under this
arrangement.

According to state law, the Washington State Treasurer collects a fee from all school district
entities which have employees that are not current active members of the state Health Care
Authority but participate in the state retirement system. The purpose of this fee is to cover the
impact of the subsidized rate of health care benefits for school retirees that elect to purchase
their health care benefits through the state Health Care Authority. For the fiscal year 2013-14,
the District was required to pay the HCA $64.40 per month per full-time equivalent employee to
support the program, for a total payment of $1,843,868.60. This assessment to the District is
set forth in the State’s operating budget and is subject to change on an annual basis. This
amount is not actuarially determined and is not placed in a trust to pay the obligations for post-
employment health care benefits.

The District has no control over the benefits offered to retirees, the rates charged to retirees, nor
the fee paid to the Health Care Authority. The District does not determine its Annual Required
Contribution nor the Net Other Post-Employment Benefit obligation associated with this plan.
Accordingly, these amounts are not shown on the financial statements. This is a departure from
GAAP.
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NOTE 7: COMMITMENTS UNDER NONCAPITALIZED (OPERATING LEASES)

Local Agency Financing Lease

For the fiscal year ended August 31, 2014, the district had non-voted long-term debt for the
purpose of land, equipment and building acquisitions as follows:

Certificate of Participation
. Amount

Issue Date Alrisolfﬁ] ¢ Igz{gst Mgt:trelty Outstanding

Aug 31, 2014
2004-December $ 2,760,000 3.99% 12/01/2016 $ 686,487
2005-March 1,600,000 3.88% 12/01/2016 397,481
2010-June 2,125,000 3.16% | 06/01/2020 1,340,000
Totals $ 6,485,000 $ 2,423,968

The following is a schedule of annual requirements to amortize long-term debt at August 31,
2014.

Flsca'lo\llj’gelrjlgtd?)lildlng Principal Interest Total
2015 $ 628,834 $ 80,920 $ 709,754
2016 652,309 57,862 710,171
2017 442,825 34,017 476,842
2018 225,000 23,013 248,013
2019 235,000 16,037 251,037
2020 240,000 8,400 248,400
Total $ 2,423,968 $ 220,249 $ 2,644,217

Operating Leases

The District currently has no operating or non-cancelable operating leases with terms of one
year or more.
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NOTE 8: CONSTRUCTION AND OTHER SIGNIFICANT COMMITMENTS

Construction in progress is composed of:

Project Accumulated
Project Authorization| Expenditures Additional Additional
Amount as of 8/31/2014 | Local Funds | State Funds
Federal Way High School-
Replacement New-in-Lieu $ 106,000,000 $ 5,045,189| $60,954,811| $ 40,000,000
Playgrounds & Security
Cameras 4,000,000 402,093 3,393,365
Service Center — New 42,500,000 39,480,750 167,633
23 Schools - Upgrades 22,000,000 21,333,912 666,088
Portables - Panther Lake, | ) gg g9 176,044 1,649,053
Sunnycrest, Valhalla
Total $ 176,380,000 $66,437,988| $66,164,862| $ 40,666,088
Encumbrances

Encumbrance accounting is employed in governmental funds. Purchase orders, contracts,
and other commitments for the expenditure of moneys are recorded in order to reserve a
portion of the applicable appropriation. Encumbrances lapse at the end of the fiscal year
and may be re-encumbered the following year. The following encumbrance amounts were
re-encumbered by fund on September 1, 2014:

Fund Amount
General Fund $ 2,233,494
ASB Fund $ 94,537
Capital Projects Fund $ 9,422,513
Transportation Vehicle Fund $ 0

NOTE 9: REQUIRED DISCLOSURES ABOUT CAPITAL ASSETS

The District’s capital assets are insured in the amount of $459,228,604 for fiscal year 2013-14.
In the opinion of Puget Sound Risk Management Pool, the amount is sufficient to adequately
fund replacement of the District's assets. Values are not set on buses and other vehicles.
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NOTE 10: REQUIRED DISCLOSURES ABOUT LONG-TERM LIABILITIES

Long-Term Debt

Bonds payable at August 31, 2014, are comprised of the following individual issues:

Outstanding General Obligation Bonds
Amoun}
Name Amount | QIS | mawrity | 0t
ssued Date

2004 UTGO Bonds 17,000,000 5.00% | 12/01/2014 1,130,000
2006 UTGO Refunding Bonds | 18,480,000] 4.00%-5.00% | 12/01/2015 2,210,000
2007 UTGO Bonds 45,000,000] 4.00%-5.00% | 12/01/2026 44,400,000
2008 UTGO Bonds 37,000,000{ 4.00%-5.50% | 12/01/2027 32,175,000
2010 UTGO Bonds 45,000,000 .60%-5.75%| 12/01/2029 41,160,000
2010 UTGO Refunding Bonds | 36,790,000] 2.00%-5.00%| 06/01/2022 29,155,000
2012 UTGO

Bonds & Refunding 22,280,000[ 2.00%-5.00%| 12/01/2024 22,280,000
2013 UTGO Refunding Bonds 5,687,797 1.00%-2.75%| 12/01/2019 5,687,797
Total $ 178,197,797

The following is a summary of general obligation long-term debt transactions of the district for
the fiscal year ended August 31, 2014.

Long-Term Debt Payable at 09/01/2013

$ 187,130,000

New Issues including refundings 5,687,797
Debt Retired (8,975,000)
Debt Refunded (5,645,000)

Long-Term Debt Payable at 08/31/2014

$ 178,197,797
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The following is a schedule of annual requirements to amortize debt at August 31, 2014. Note —
Interest includes the federal reimbursement portion associated with the Build America Bonds.

FlscaLESngtdslif'd'ng Principal Interest Total
2015 9,455,316 8,305,538 17,760,854
2016 9,626,597 7,920,181 17,545,778
2017 10,368,186 7,512,693 17,880,879
2018 11,223,150 7,092,072 18,315,222
2019 12,297,072 6,647,989 18,945,061
2020 13,062,476 6,140,023 19,202,499
2021 14,360,000 5,527,568 19,887,568
2022 11,195,000 4,918,183 16,113,183
2023 10,485,000 4,339,885 14,824,885
2024 13,190,000 3,736,564 16,926,564
2025 14,060,000 3,039,269 17,099,269
2026 8,740,000 2,457,202 11,197,202
2027 9,215,000 1,993,885 11,208,885
2028 9,700,000 1,484,685 11,184,685
2029 10,280,000 922,030 11,202,030
2030 10,940,000 314,525 11,254,525
TOTALS $ 178,197,797 $ 72,352,292 $ 250,550,089

At August 31, 2014, the district had $5,721,981 available in the Debt Service Fund to service

the general obligation bonds.
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Bonds Authorized But Un-issued

The following is a schedule of the bond series issues and the amount of un-issued bonds for the
2007 bond authorization approved by qualified electors on May 15, 2007.

Bond Authorization — May 2007 $ 149,000,000
Bond Issue — Nov 2007 45,000,000
Bond Issue — Dec 2008 37,000,000
Bond Issue — Jan 2010 45,000,000
Bond Issue — Apr 2012 10,135,000

Original issue premium on the Apr 2012 bond issue - to be
counted towards bond authorization

Bonds Authorized but Un-issued at 8/31/2014 $ 10,000,000

1,865,000

Refunded Debt

On December 19, 2013, the district issued $5,687,797 in general obligation bonds with an
average interest rate of 1.51 percent to advance refund $5,645,000 of outstanding 2003 series
bonds, with an average interest rate of 3.54 percent. The net proceeds of $5,687,797 were
used to purchase U.S. Government securities. Those securities were deposited in an
irrevocable trust with an escrow agent to provide for future debt service payments on the 2003
series bonds. As a result, a portion of the 2003 series are considered defeased.

The district advance refunded portions of the 2003 series to reduce its total debt service
payments over the next 6 years by $379,330 and to obtain an economic gain (difference
between the present values of the debt service payments on the old and new debt) of $361,829.

Prior-Year Defeasance of Debt

In prior years, the district defeased certain general obligation and other bonds by placing the
proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on
the old bonds. Accordingly, the trust account assets and the liability for the defeased bonds are
not included in the District’s financial statements. At August 31, 2014, $48,965,000 of bonds
outstanding are considered defeased.

NOTE 11: INTERFUND BALANCES AND TRANSFERS

The District had no interfund loans outstanding at year end.

NOTE 12: RISK MANAGEMENT

The district is a member of the Washington Schools Risk Management Pool (Pool). Chapter
48.62 RCW authorizes the governing body of any one or more governmental entities to form
together into or join a pool or organization for the joint purchasing of insurance, and/or joint self-
insuring, and/or joint hiring or contracting for risk management services to the same extent that
they may individually purchase insurance, self-insure, or hire or contract for risk management
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services. An agreement to form a pooling arrangement was made pursuant to the provisions of
Chapter 39.34 RCW, the Interlocal Cooperation Act. The Pool was formed in 1986 when
educational service districts and school districts in the state of Washington joined together by
signing an Interlocal Governmental Agreement to pool their self-insured losses and jointly
purchase insurance and administrative services. Over 80 school and educational service
districts have joined the Pool.

The Pool allows members to jointly purchase insurance coverage, establish a plan of self-
insurance, and provide related services, such as risk management. The Pool provides the
following coverages for its members: property, liability, vehicle, public official liability, crime,
employment practices, machinery breakdown, and network security.

Members make an annual contribution to fund the Pool. The Pool acquires reinsurance from
unrelated underwriters that are subject to a per-occurrence self-insured retention of $1 million.
Members are responsible for varied deductibles for both liability and property claims. Insurance
carriers cover losses over $1 million to the maximum limits of each policy. Since the Pool is a
cooperative program, there is a joint liability among the participating members.

Members contract to remain in the Pool for a minimum of three years and must give notice two
and one half years before terminating participation. The Interlocal Governmental Agreement is
renewed automatically each year after the initial three-year period. Even after termination, a
member is still responsible for contributions to the Pool for any unresolved, unreported, and in-
process claims for the period they were a signatory to the Interlocal Governmental Agreement if
the assets of the Pool were exhausted.

The Pool is fully funded by its member participants.

The Pool is governed by a board of directors which is comprised of one designated
representative from each participating member. An executive board is elected at the annual
meeting, and is responsible for overseeing the business affairs of the Pool.

Unemployment Insurance

The District is a member of the Puget Sound Educational Service District Unemployment Pool
Cooperative. Payments for unemployment compensation are made directly by the Pool. The
amount of District payments to the Pool’s fund are dependent on the amount of unemployment
claims and the amount of the district’'s share in the Pool’'s reserve fund. The District’s portion of
this reserve is $789,501 as of August 31, 2014. Expenditures for 2013-2014 on behalf of the
District were $130,068.

Worker's Compensation Trust

Since January 1, 1991, the District has been a member of the Puget Sound Educational Service
District Worker’'s Compensation Trust. For fiscal year 2013-2014, the District made payments
totaling $1,562,117.17 to this industrial insurance pool, which is administered by Puget Sound
Educational Service District on behalf of several local school districts. This fund is operated for
the District’s benefit in lieu of the district having to make monthly premium payments to the
State of Washington for industrial insurance. This practice enables the District to pay industrial
insurance beneficiaries as they become eligible and minimizes the District’s costs for the
program. Claims paid in fiscal year 2013-2014 on behalf of the District were $725,088.55.
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NOTE 13: PROPERTY TAXES

Property tax revenues are collected as the result of special levies passed by the voters in the
District. Taxes are levied on January 1. The taxpayer has the obligation of paying all taxes on
April 30 or one-half then and one-half on October 31. Typically, slightly more than half of the
collections are made on the April 30 date. The October 31 collection is not available in time to
cover liabilities for the fiscal period ended August 31. Therefore, the fall portion of property
taxes is not accrued as revenue. Instead, the property taxes due on October 31 are recorded

as deferred revenue.

NOTE 14: JOINT VENTURES AND JOINTLY GOVERNED ORGANIZATIONS

The District is a member of the King County Directors' Association (KCDA). KCDA is a
purchasing cooperative designed to pool the member districts’ purchasing power. The District's
current equity of $195,267.96 is the accumulation of the annual assignment of KCDA'’s
operating surplus based upon the percentage derived from KCDA's total sales to the District
compared to all other districts applied against paid administrative fees. The District may
withdraw from the joint venture and will receive its equity in ten annual allocations of
merchandise or 15 annual payments.

NOTE 15: FUND BALANCE CLASSIFICATION DETAILS

The District’s financial statements include the followin

amounts presented in the aggregate.

Capital Debt
General Projects Service |[Transportation
Fund ASB Fund Fund Fund Vehicle Fund
Nonspendable Fund Balance
Inventory and Prepaid Items | $1,501,976| $51,249
Restricted Fund Balance
Fund Purposes $956,501 $1,089,911
Debt Service $5,710,459
Bond Proceeds $1,520,319
State Proceeds $13,126,308
Impact Fee Proceeds $916,875
Other Items $530,923 $2,354 $34,995 $11,522 $1,033
Committed Fund Balance
Levy Proceeds $9,445,815
Minimum FB Policy $6,674,491
Assigned Fund Balance
Other Purposes $1,875,781
Unassigned Fund Balance $7,504,002 ($7,652,969)
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The board of directors has established a minimum fund balance policy for the general fund to
provide for financial stability and contingencies within the District. The policy is that the District
shall maintain a Committed fund balance equal to 3% to 5% of the District’s projected annual
operating expenditures. Portions of fund balance that are set aside for this purpose of meeting
this policy are recorded on the financial statements as part of the Committed Fund Balance.

NOTE 16: POST-EMPLOYMENT BENEFIT PLANS OTHER THAN PENSION PLANS

457 Plan — Deferred Compensation Plan

District employees have the option of participating in a deferred compensation plan as defined
in Section 457 of the Internal Revenue Code that is administered by the Department of
Retirement Systems.

403(b) Plan — Tax Sheltered Annuity (TSA)

The District offers a tax deferred annuity plan for its employees. The plan permits participants to
defer a portion of their salary until future years under an elective deferral (employee
contribution).

The District complies with IRS regulations that require school districts to have a written plan to
include participating investment companies, types of investments, loans, transfers, and various
requirements. The plan is administered by Carruth Compliance Consulting, Inc (CCC), an
independent third party administrator. The plan assets are assets of the District employees, not
the school district, and are therefore not reflected on these financial statements.

NOTE 17: TERMINATION BENEFITS

Compensated Absences
Employees earn sick leave at a rate of 12 days per year up to a maximum of one contract year.

Under the provisions of RCW 28A.400.210, sick leave accumulated by District employees is
reimbursed at death or retirement at the rate of one day for each four days of accrued leave,
limited to 180 accrued days. This chapter also provides for an annual buy out of an amount up
to the maximum annual accumulation of 12 days. For buyout purposes, employees may
accumulate such leave to a maximum of 192 days, including the annual accumulation, as of
December 31 of each year.

These expenditures are recorded when paid, except termination sick leave that is accrued upon
death, retirement, or upon termination provided the employee is at least 55 years of age and
has sufficient years of service. Vested sick leave was computed using the termination payment
method.

No unrecorded liability exists for other employee benefits.
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NOTE 18: OTHER DISCLOSURES

Self-Insurance—Security Deposit

Beginning October 1, 2002, the District implemented an employee health benefit self-insurance
program to provide vision coverage for district employees and their families as authorized by
RCW 48.62. The District’s reserve as of August 31, 2014 is $225,112.78. Incurred but Not
Reported (IBNR) reserves and additional contingency liability reserves are held in trust by the
School District for the explicit purpose of funding the employee benefit liabilities. For fiscal year
2013-14 the District had contributions totaling $540,888.62 to the program and paid
$583,000.31 in claims and administrative expenses.

The District does not self-insure with the Washington State Department of Labor and Industries,
Washington State Employment Services, or for property and liability services.
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FEDERAL WAY SCHOOL DISTRICT NO. 210
Budgetary Comparison Schedule
General Fund
For the Year Ended August 31, 2014

Variance
POSITIVE
BUDGET ACTUAL (NEGATIVE)
REVENUES:
Local 51,722,000 48,679,526 (3,042,474)
State 150,351,800 157,061,022 6,709,222
Federal 18,764,700 19,141,098 376,398
Federal Stimulus 741,203 741,203
Other 1,620,500 962,433 (658,067)
TOTAL REVENUES 222,459,000 226,585,283 4,126,283
EXPENDITURES:
CURRENT:
Regular Instruction 127,566,340 123,963,374 3,602,966
Federal Stimulus 545,232 (545,232)
Special Education 27,766,059 28,265,458 (499,399)
Vocational Education 6,428,691 6,019,318 409,373
Skills Center 0
Compensatory Programs 16,413,906 17,925,491 (1,511,585)
Other Instructional Programs 3,316,321 2,059,943 1,256,378
Community Services 727,878 716,212 11,666
Support Services 41,262,726 41,032,500 230,226
Student Activities/Other
CAPITAL OUTLAY:
Sites
Building
Equipment
Energy
Transportation Equipment
Other 982,079 1,955,502 (973,423)
DEBT SERVICE:
Principal
Interest and Other Charges
TOTAL EXPENDITURES 224,464,000 222,483,030 1,980,970
REVENUES OVER (UNDER) EXP: (2,005,000) 4,102,253 6,107,253
OTHER FINANCING SOURCES (USES):
Bond Sales and Refunding Bond Sales
Long-Term Financing
Transfers In
Transfers Out
Other Financing Uses
Other 5,000 12,178 7,178
TOTAL OTHER FINANCING SOURCES (USES) 5,000 12,178 7,178
EXCESS OF REVS & OTHER FIN SOURCES OVER (2,000,000) 4,114,432 6,114,432
(UNDER) EXP AND OTHER FIN USES
BEGINNING TOTAL FUND BALANCE 13,600,000 13,972,742 372,742
Prior Year(s) Corrections or Restatements
ENDING TOTAL FUND BALANCE 11,600,000 18,087,173 6,487,173
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REVENUES:
Local
State
Federal
Federal Stimulus
Other
TOTAL REVENUES

EXPENDITURES:
CURRENT:

Regular Instruction
Federal Stimulus
Special Education
Vocational Education
Skills Center
Compensatory Programs

FEDERAL WAY SCHOOL DISTRICT NO. 210
Budgetary Comparison Schedule
Associated Student Body Fund
For the Year Ended August 31, 2014

BUDGET

ACTUAL

Variance
POSITIVE

(NEGATIVE)

3,480,000

3,480,000

Other Instructional Programs

Community Services
Support Services
Student Activities/Other
CAPITAL OUTLAY:
Sites
Building
Equipment
Energy
Transportation Equipment
Other
DEBT SERVICE:
Principal

3,624,000

Interest and Other Charges

TOTAL EXPENDITURES

3,624,000

REVENUES OVER (UNDER) EXP: (144,000)

OTHER FINANCING SOURCES (USES):
Bond Sales and Refunding Bond Sales

Long-Term Financing
Transfers In
Transfers Out

Other Financing Uses
Other

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVS & OTHER FIN SOURCES OVER (144,000)
(UNDER) EXP AND OTHER FIN USES

BEGINNING TOTAL FUND BALANCE 639,200
Prior Year(s) Corrections or Restatements
ENDING TOTAL FUND BALANCE 495,200

2,448,672

2,448,672

2,298,975

2,298,975

149,697

149,697

860,407

1,010,104

(1,031,328)

(1,031,328)

1,325,025

1,325,025

293,697

293,697

221,207

514,904
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FEDERAL WAY SCHOOL DISTRICT NO. 210

Budgetary Comparison Schedule
Debt Service Fund
For the Year Ended August 31, 2014

REVENUES:
Local
State
Federal
Federal Stimulus
Other
TOTAL REVENUES

EXPENDITURES:
CURRENT:
Regular Instruction
Federal Stimulus
Special Education
Vocational Education
Skills Center
Compensatory Programs
Other Instructional Programs
Community Services
Support Services
Student Activities/Other
CAPITAL OUTLAY:
Sites
Building
Equipment
Energy
Transportation Equipment
Other
DEBT SERVICE:
Principal
Interest and Other Charges
TOTAL EXPENDITURES

REVENUES OVER (UNDER) EXP:

OTHER FINANCING SOURCES (USES):
Bond Sales and Refunding Bond Sales
Long-Term Financing
Transfers In
Transfers Out
Other Financing Uses
Other
TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVS & OTHER FIN SOURCES OVER
(UNDER) EXP AND OTHER FIN USES

BEGINNING TOTAL FUND BALANCE
Prior Year(s) Corrections or Restatements
ENDING TOTAL FUND BALANCE

Washington State Auditor's Office

BUDGET

ACTUAL

Variance
POSITIVE
(NEGATIVE)

16,461,300

725,000

17,186,300

9,580,000
9,410,000
18,990,000

(1,803,700)

706,100

706,100

(1,097,600)

6,873,000

5,775,400

15,882,731

737,825

16,620,556

9,579,966
8,858,208
18,438,174

(1,817,618)

5,687,797
706,073

(5,670,447)
723,423

(1,094,195)

6,816,176

5,721,981

(578,569)

12,825

(565,744)

34
551,792
551,826

(13,918)

5,687,797
(27)

(5,670,447)
17,323

3,405

(56,824)

(53,419)
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FEDERAL WAY SCHOOL DISTRICT NO. 210

Budgetary Comparison Schedule
Capital Projects Fund
For the Year Ended August 31, 2014

REVENUES:
Local
State
Federal
Federal Stimulus
Other
TOTAL REVENUES

EXPENDITURES:
CURRENT:
Regular Instruction
Federal Stimulus
Special Education
Vocational Education
Skills Center
Compensatory Programs
Other Instructional Programs
Community Services
Support Services
Student Activities/Other
CAPITAL OUTLAY:
Sites
Building
Equipment
Energy
Transportation Equipment
Other
DEBT SERVICE:
Principal
Interest and Other Charges
TOTAL EXPENDITURES

REVENUES OVER (UNDER) EXP:

OTHER FINANCING SOURCES (USES):
Bond Sales and Refunding Bond Sales
Long-Term Financing
Transfers In
Transfers Out
Other Financing Uses
Other
TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVS & OTHER FIN SOURCES OVER
(UNDER) EXP AND OTHER FIN USES

BEGINNING TOTAL FUND BALANCE
Prior Year(s) Corrections or Restatements
ENDING TOTAL FUND BALANCE

Washington State Auditor's Office

BUDGET

ACTUAL

Variance
POSITIVE
(NEGATIVE)

15,310,000

15,310,000

6,100,000
2,900,300
6,810,000

15,810,300

(500,300)

(706,100)

(706,100)

(1,206,400)

8,275,000

7,068,600

16,297,042
132,398

16,429,440

269,208
5,048,810
4,319,291

9,637,309

6,792,132

(706,073)

2,188,509
1,482,436

8,274,568

9,116,775

17,391,343

987,042
132,398

1,119,440

5,830,792
(2,148,510)
2,490,709

6,172,991

7,292,432

27

2,188,509
2,188,536

9,480,968

841,775

10,322,743
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FEDERAL WAY SCHOOL DISTRICT NO. 210
Budgetary Comparison Schedule
Transportation Vehicle Fund
For the Year Ended August 31, 2014

Variance
POSITIVE
(NEGATIVE)

BUDGET ACTUAL

REVENUES:
Local 3,000 7,983 4,983
State 609,000 654,590 45,590
Federal
Federal Stimulus
Other

TOTAL REVENUES 612,000 662,573 50,573

EXPENDITURES:

CURRENT:
Regular Instruction
Federal Stimulus
Special Education
Vocational Education
Skills Center
Compensatory Programs
Other Instructional Programs
Community Services
Support Services
Student Activities/Other
CAPITAL OUTLAY:
Sites
Building
Equipment
Energy
Transportation Equipment
Other
DEBT SERVICE:
Principal
Interest and Other Charges
TOTAL EXPENDITURES

1,005,000 583,380 421,620

1,005,000 583,380 421,620

REVENUES OVER (UNDER) EXP: (393,000) 79,193 472,193
OTHER FINANCING SOURCES (USES):

Bond Sales and Refunding Bond Sales

Long-Term Financing

Transfers In

Transfers Out

Other Financing Uses

Other 15,336 15,336

TOTAL OTHER FINANCING SOURCES (USES) 0 15,336 15,336
EXCESS OF REVS & OTHER FIN SOURCES OVER (393,000) 94,529 487,529
(UNDER) EXP AND OTHER FIN USES
BEGINNING TOTAL FUND BALANCE 1,002,000 996,415 (5,585)
Prior Year(s) Corrections or Restatements
ENDING TOTAL FUND BALANCE 609,000 1,090,944 481,944
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Federal Way School District #210
Schedule of Expenditures of Federal Awards

For the Year Ending August 31, 2014

1 2 3 4 B 6 7 | 8 9
Expenditures
[Federal Other
Agency CFDA Identification From Direct |From Pass Through Foot
Name Pass Thru Agency Federal Program Title Number Number Awards Awards Total note
Dept of Agriculture
WA OSPI School Breakfast Program 10.553 N/A 1,130,910.12 1,130,910.12
WA OSPI Nat'l School Lunch Program - Cash Assistance 10.555 N/A 4,779,675.59 4,779,675.59
Nat'l School Lunch Program - Non Cash Assistance 2
WA OSPI Food Commodities 10.555 N/A 613,589.58 613,589.58
Sub-total for CFDA 10.555 5,393,265.17 5,393,265.17
WA OSPI Summer Food Services Program for Children 10.559 N/A 111,032.35 111,032.35
WA OSPI Fresh Fruit and Vegetable Program 10.582 N/A 62,065.11 62,065.11
Office of State Treasurer School & Roads - Grants to State 10.665 N/A 12,310.73 12,310.73
Dept of Agriculture Subtotal 0.00 6,709,583.48 | 6,709,583.48
Dept of Defense
JROTC 12.999 N/A 126,272.75 126,272.75
Dept of Defense Subtotal 126,272.75 0.00 126,272.75
Dept of Labor
King Co Work Training Pgm WIA Youth Activities 17.259 N/A 2,632.98 2,632.98
Dept of Labor Subtotal 0.00 2,632.98 2,632.98
Dept of Education
WA OSPI Title 1 Grants to Local Educational Agencies 84.010 201425 4,921,253.81 4,921,253.81 |3
WA OSPI Title 1 Grants to Local Educational Agencies 84.010 224552 37,246.82 37,246.82
Sub-total for CFDA 84.010 4,958,500.63 4,958,500.63
WA OSPI Special Education - Grants to States 84.027 304650 4,217,610.13 4,217,610.13
WA OSPI Special Education - Grants to States 84.027 337624 402,059.00 402,059.00
Sub-total for CFDA 84.027 4,619,669.13 4,619,669.13
WA OSPI CTE - Basic Grants to States 84.048 173015 148,301.00 148,301.00
S060A/132287 &
Indian Education - Grants to LEA's 84.060 142287 72,468.64 72,468.64
WA OSPI Special Education - Preschool Grants 84.173 364650 131,012.32 131,012.32
ESD 121 Twenty-First Century Community Learning Centers 84.287 8298 8,115.38 8,115.38
Gaining Early Awareness and Readiness for
HECB/WSAC Undergraduate Programs 84.334 15-1A007 199,095.81 199,095.81
WA OSPI English Language Acquisition Grants 84.365 402821 511,004.01 511,004.01
WA OSPI Improving Teacher Quality State Grants 84.367 523428 611,195.98 611,195.98
ESD 121 Race to the Top - District Grants 84.416 8387 344,585.99 344,585.99
ESD 121 Race to the Top - District Grants 84.416 8487 85,368.41 85,368.41
ESD 121 Race to the Top - District Grants 84.416 8278 30,691.53 30,691.53
ESD 121 Race to the Top - District Grants 84.416 8459 10,701.80 10,701.80
ESD 121 Race to the Top - District Grants 84.416 8492 27,268.41 27,268.41
ESD 121 Race to the Top - District Grants 84.416 8249 2,430.00 2,430.00
ESD 121 Race to the Top - District Grants 84.416 8285 5,000.00 5,000.00
ESD 121 Race to the Top - District Grants 84.416 8595 212,921.00 212,921.00
ESD 121 Race to the Top - District Grants 84.416 8420 7,980.00 7,980.00
ESD 121 Race to the Top - District Grants 84.416 8666 14,256.00 14,256.00
Sub-total for CFDA 84.416 741,203.14 741,203.14
Dept of Education Subtotal 72,468.64 11,928,097.40 | 12,000,566.04
Dept of Health & Human Services
WA OSPI Pregnancy Assistance Fund Program 93.500 179009 2,000.00 2,000.00
PPHF: State Nutrition, Physical Activity, and Obsesity
WA OSPI Programs 93.548 930202 2,971.89 2,971.89
LOA #8341 &
ESD 121 Head Start 93.600 #7970 838,291.50 838,291.50
HCA Medical Assistance Program 93.778 0765-19183 8,611.87 8,611.87
Dept of Health & Human Services Subtotal 0.00 851,875.26 851,875.26
Total Federal Awards Expended 198,741.39 19,492,189.12 19,690,930.51

The Accompanying Notes to the Schedule of Federal Awards are an Integral Part of this Schedule.
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NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Federal Way School District #210
2013-14

NOTE 1 - BASIS OF ACCOUNTING

The schedule of Expenditures of Federal Awards is prepared on the same basis of
accounting as the district's financial statements. The district uses the modified basis of
accounting. Expenditures represent only the federally funded portions of the program.
District records should be consulted to determine amounts expended or matched from
non-federal sources.

NOTE 2 - NONCASH AWARDS-COMMODITIES

The amount of food commodities reported on the schedule are the cumulative values
using cost averaging of all commodities shipments distributed to the district during the
current year. The value is determined by the USDA.

NOTE 3 - SCHOOLWIDE PROGRAMS

The district operates a "schoolwide program” in fourteen (14) elementary buildings.
Using federal funding, schoolwide programs are designed to upgrade an entire
educational program within a school for all students, rather than limit services to certain
targeted students.
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CORRECTIVE ACTION PLAN FOR FINDINGS REPORTED
UNDER OMB CIRCULAR A-133

Federal Way School District
King County
September 1, 2013 through August 31, 2014

This schedule presents the corrective action planned by the auditee for findings reported in this
report in accordance with OMB Circular A-133. The information in this schedule is the
representation of the District.

Finding ref number: | Finding caption:
2014-001 The District did not have adequate internal controls to ensure
compliance with federal suspension and debarment requirements.

Name, address, and telephone of auditee contact person:

Jeri Carlson

33330 8th Avenue S.

Federal Way, WA 98003

(253) 945-2000

Corrective action the auditee plans to take in response to the finding:

Purchase orders that are using federal dollars go through an automatic routing system, in
which suspension and debarment approval is triggered. Upon the trigger for approval,
purchasing staff review the EPLS to ensure the vendor is not on the list. Prior to the finding,
the threshold on purchase orders for the approval trigger was $25,000 or greater. The district
is now triggering approval on all purchase orders using federal dollars regardless of the dollar
amount. Additionally, as has been the case, there is language embedded in contract were the
vendor states it is not suspended or debarred. The District will continue its training of staff
and monitoring of compliance and implement any further actions as deemed necessary.

Anticipated date to complete the corrective action: Already taken place and ongoing with
monitoring
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor's Office is established in the state's Constitution and is part of the executive
branch of state government. The State Auditor is elected by the citizens of Washington and
serves four-year terms.

We work with our audit clients and citizens to achieve our vision of government that works for
citizens, by helping governments work better, cost less, deliver higher value, and earn greater
public trust.

In fulfilling our mission to hold state and local governments accountable for the use of public
resources, we also hold ourselves accountable by continually improving our audit quality and
operational efficiency and developing highly engaged and committed employees.

As an elected agency, the State Auditor's Office has the independence necessary to objectively
perform audits and investigations. Our audits are designed to comply with professional standards
as well as to satisfy the requirements of federal, state, and local laws.

Our audits look at financial information and compliance with state, federal and local laws on the
part of all local governments, including schools, and all state agencies, including institutions of
higher education. In addition, we conduct performance audits of state agencies and local
governments as well as fraud, state whistleblower and citizen hotline investigations.

The results of our work are widely distributed through a variety of reports, which are available
on our website and through our free, electronic subscription service.

We take our role as partners in accountability seriously, and provide training and technical
assistance to governments, and have an extensive quality assurance program.

Contact information for the State Auditor’s Office

Deputy Director for Communications | Thomas Shapley

Thomas.Shapley@sao.wa.gov

(360) 902-0367

Public Records requests | (360) 725-5617

Main telephone | (360) 902-0370

Toll-free Citizen Hotline | (866) 902-3900

Website | www.sao.wa.gov
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http://www.sao.wa.gov/investigations/Pages/FraudProgram.aspx
http://www.sao.wa.gov/investigations/Pages/Whistleblower.aspx
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http://www.sao.wa.gov/Pages/default.aspx
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