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FEDERAL SUMMARY

Tukwila School District No. 406
King County
September 1, 2013 through August 31, 2014

The results of our audit of Tukwila School District No. 406 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:

e 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:

¢ 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 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

84.010 Title I, Part A Cluster - Title I Grants to Local Educational Agencies

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

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by
OMB Circular A-133, was $300,000.

The District did not qualify as a low-risk auditee under OMB Circular A-133.
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SCHEDULE OF FEDERAL AUDIT FINDINGS AND
QUESTIONED COSTS
Tukwila School District No. 406

King County
September 1, 2013 through August 31, 2014

2014-001 The District’s internal controls were inadequate to ensure
compliance with federal procurement requirements.

CFDA Number and Title: 84.010 Title I Grants to Local Educational
Agencies
Federal Grantor Name: US Department of Education
Federal Award/Contract
Number: N/A
Pass-through Entity Name: Office of Superintendent of Public
Instruction
Pass-through Award/Contract 0201535 and 228662
Number:
Questioned Cost Amount: $0

Description of Condition

During fiscal year 2014 the District spent $1,577,985 in Title I program funds.
The objective of the Title I program is to improve the teaching and learning of
children who are at risk of not meeting state academic standards and who reside in
areas with high concentrations of low-income families.

Federal regulations require recipients of federal money to establish and follow
internal controls to ensure compliance with program requirements. These controls
include knowledge of grant requirements and monitoring of program controls.

We found the District did not adequately design or follow controls for the Title I
program to ensure compliance with the following requirement. We issued a
finding communicating similar concerns during the prior audit.

Procurement:

Federal law and District policy requires the District to follow state law and obtain
formal bids for purchases exceeding $75,000. For purchases not covered under
state law, such as professional services, grantees must follow federal procurement
regulations. Federal grant recipients are required to obtain price or rate quotations
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from an adequate number of qualified sources for purchases up to $100,000 and
formal bids for contracts exceeding $100,000. A grantee may solicit services from
only one vendor if it determines the services are available from a single source or
if they determine competition is inadequate. Grantees must keep documentation to
show how they reached this conclusion.

We reviewed procurement for the largest three vendors and found the District
paid $307,579 of its grant funding for purchases and services. The District was
unable to demonstrate that it complied with the procurement requirements for two
vendors in the amount of $127,852. The District considered both vendors to be sole
source providers however; the District was unable to provide adequate documentation
to justify the sole source designation.

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

Cause of Condition

The District experienced significant staff turnover in its Title I program and
Business Office during the 2013-2014 school year. Although the District was
aware of procurement requirements, the District did not ensure adequate
documentation was retained to demonstrate compliance with the requirement.

Effect of Condition and Questioned Costs

Without adequate procurement records, the District is unable to determine
whether it has utilized federal funds in the most efficient manner. However, the
products purchased are allowable under the federal program, and as a result, we
are not questioning these costs.

Recommendations

e Provide training and guidance to staff to ensure they are knowledgeable of
the grant requirements.

e Establish and follow internal controls that will ensure compliance with
federal procurement requirements and District policies.

e Monitor staff activities to ensure internal controls are operating as
intended.

District’s Response

The Business Office and Teaching and Learning Department have worked closely
to institute processes and procedures to properly document sole source
procurement requirements. As noted in the finding, the District has experienced
significant turnover in previous periods and now has consistency in key positions.
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Administration is committed to ensuring compliance and has provided federal
procurement training to staff, created resources documentation, and instituted
internal control mechanisms into the purchasing process. Purchases involving
the sole source exception will not be allowed without proper documentation and
authorization from the Business Office.

Auditor’s Remarks

We thank the District for its cooperation and assistance during the audit and
acknowledge its commitment to improvements. We will review the status of this
issue during our next audit.

Applicable Laws and Regulations
RCW 28A.335.190 Advertising for bids -- Competitive bid procedures, states in part:

(2) Every purchase of furniture, equipment or supplies, except books,
the cost of which is estimated to be in excess of forty thousand
dollars, shall be on a competitive basis. The board of directors shall
establish a procedure for securing telephone and/or written quotations
for such purchases. Whenever the estimated cost is from forty
thousand dollars up to seventy-five thousand dollars, the procedure
shall require quotations from at least three different sources to be
obtained in writing or by telephone, and recorded for public perusal.
Whenever the estimated cost is in excess of seventy-five thousand
dollars, the public bidding process provided in subsection (1) of this
section shall be followed.

(5) The contract for the work or purchase shall be awarded to the
lowest responsible bidder as defined in RCW 43.19.1911 but the
board may by resolution reject any and all bids and make further calls
for bids in the same manner as the original call. On any work or
purchase the board shall provide bidding information to any qualified
bidder or the bidder's agent, requesting it in person.

Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and non-Profit Organizations, Section 300, states in part:

The auditee shall:

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

Title 7, Code of Federal Regulations, Section 3016.36 — Procurement, states in
part:

b) Procurement standards.

(1) Grantees and subgrantees will use their own
procurement procedures which reflect applicable State and
local laws and regulations, provided that the procurements
conform to applicable Federal law and the standards
identified in this section . . .

(9) Grantees and subgrantees will maintain records
sufficient to detail the significant history of a procurement.
These records will include, but are not necessarily limited
to the following: rationale for the method of procurement,
selection of contract type, contractor selection or rejection,
and the basis for the contract price.

(d) Methods of procurement to be followed.

(1) Procurement by small purchase procedures. Small
purchase procedures are those relatively simple and
informal procurement methods for securing services,
supplies, or other property that do not cost more than the
simplified acquisition threshold fixed at 41 U.S.C. 403(11)
(currently set at $100,000). If small purchase procedures
are used, price or rate quotations shall be obtained from an
adequate number of qualified sources . . .

(2) Procurement by sealed bids (formal advertising). Bids
are publicly solicited and a firm-fixed-price contract (lump
sum or unit price) is awarded to the responsible bidder
whose bid, conforming with all the material terms and
conditions of the invitation for bids, is the lowest in
price . . .

(3) Procurement by competitive proposals. The technique
of competitive proposals is normally conducted with more
than one source submitting an offer, and either a fixed price
or cost reimbursement type contract is awarded. It is
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generally used when conditions are not appropriate for the
use of sealed bids . . .

(4) Procurement by noncompetitive proposals s
procurement through solicitation of a proposal from only
one source, or after solicitation of a number of sources,
competition is determined inadequate . . . .

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:

.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.
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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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SCHEDULE OF FEDERAL AUDIT FINDINGS AND
QUESTIONED COSTS
Tukwila School District No. 406

King County
September 1, 2013 through August 31, 2014

2014-002 The District’s internal controls were inadequate to ensure
compliance with federal Special Education grant cluster
requirements.

CFDA Number and Title: 84.027 and 84.173 Special Education Cluster
Federal Grantor Name: US Department of Education
Federal Award/Contract
Number: NA
Pass-through Entity Name: Office of Superintendent of Public
Instruction
Pass-through Award/Contract
Number: 0304844 and 0364841
Questioned Cost Amount: $0

Description of Condition

During fiscal year 2014 the District spent $547,806 in Special Education program
funds. The objective of the Special Education program ensure that all children
with disabilities have available to them a free appropriate public education which
emphasizes special education and related services designed to meet their unique
needs; ensure that the rights of children with disabilities and their parents or
guardians are protected; assist States, localities, educational service agencies and
Federal agencies to provide for the education of all children with disabilities; and
assess and ensure the effectiveness of efforts to educate children with disabilities.
Federal regulations require recipients of federal money to establish and follow
internal controls to ensure compliance with program requirements. These controls
include knowledge of grant requirements and monitoring of program controls.

We found the District did not adequately design or follow controls for the Special
Education program to ensure compliance with the following requirements. The
procurement controls have significant deficiencies.
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Procurement:

Federal law and District policy requires the District to follow RCW 28A.335.190
and obtain formal bids for purchases exceeding $75,000. For purchases not
covered under state law, such as professional services, grantees must follow
federal procurement regulations. Federal grant recipients are required to obtain
price or rate quotations from an adequate number of qualified sources for
purchases up to $100,000 and formal bids for contracts exceeding $100,000. A
grantee may solicit services from only one vendor if it determines the services
are available from a single source or if they determine competition is inadequate.
Grantees must keep documentation to show how they reached this conclusion.
We reviewed procurement for the largest three vendors and found the District
paid $307,746 of its grant funding for purchases of services. The District was
unable to demonstrate that it complied with the procurement requirements for
$307,746 or 56% of the grant expenditures.

Cause of Condition:

The District experienced significant staff turnover in its Special Education
program and Business Office during the 2013-2014 school year. The District did
not ensure adequate documentation of program controls was retained, sufficient
for the new personnel to describe them.

Effect of Condition and Questioned Costs

Procurement:

Without adequate bid records, the District is unable to determine whether it has
utilized federal funds in the most efficient manner. However, the products
purchased are allowable under the federal program, and as a result, we are not
questioning these costs.

Recommendation

e Provide training and guidance to staff to ensure they are knowledgeable of
the grant requirements.

e Establish and follow internal controls that will ensure compliance with
federal procurement requirements and District policies.

District’s Response

The Business Office and Teaching and Learning Department have worked closely
to institute processes and procedures to properly document sole source
procurement requirements. As noted in the finding, the District has experienced
significant turnover in previous periods and now has consistency in key positions.
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Administration is committed to ensuring compliance and has provided federal
procurement training to staff, created resources documentation, and instituted
internal control mechanisms into the purchasing process. Purchases involving
the sole source exception will not be allowed without proper documentation and
authorization from the Business Office.

Auditor’s Remarks

We thank the District for its cooperation and assistance during the audit and
acknowledge its commitment to improvements. We will review the status of this
issue during our next audit.

Applicable Laws and Regulations

Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and non-Profit Organizations, Section 300, states in part:

The auditee shall:

(b) Maintain internal control over Federal programs that provides
reasonable assurance that the auditee is managing Federal awards
in compliance with laws, regulations, and 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 its Federal programs.

Title 7, Code of Federal Regulations, Section 3016.36 — Procurement, states in
part:

b) Procurement standards.

(1) Grantees and subgrantees will use their own
procurement procedures which reflect applicable State and
local laws and regulations, provided that the procurements
conform to applicable Federal law and the standards
identified in this section . . .

(9) Grantees and subgrantees will maintain records
sufficient to detail the significant history of a procurement.
These records will include, but are not necessarily limited
to the following: rationale for the method of procurement,
selection of contract type, contractor selection or rejection,
and the basis for the contract price.
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(d) Methods of procurement to be followed.

(1) Procurement by small purchase procedures. Small
purchase procedures are those relatively simple and
informal procurement methods for securing services,
supplies, or other property that do not cost more than the
simplified acquisition threshold fixed at 41 U.S.C. 403(11)
(currently set at $100,000). If small purchase procedures
are used, price or rate quotations shall be obtained from an
adequate number of qualified sources . . .

(2) Procurement by sealed bids (formal advertising). Bids
are publicly solicited and a firm-fixed-price contract (lump
sum or unit price) is awarded to the responsible bidder
whose bid, conforming with all the material terms and
conditions of the invitation for bids, is the lowest in
price . . .

(3) Procurement by competitive proposals. The technique
of competitive proposals is normally conducted with more
than one source submitting an offer, and either a fixed price
or cost reimbursement type contract is awarded. It is
generally used when conditions are not appropriate for the
use of sealed bids . . .

(4) Procurement by noncompetitive proposals s
procurement through solicitation of a proposal from only
one source, or after solicitation of a number of sources,
competition is determined inadequate . . . .

Washington State Auditor's Office
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STATUS OF PRIOR FEDERAL AUDIT FINDINGS

This schedule presents the status of federal findings reported in prior audit periods. The status
listed below is the representation of Tukwila School District No. 406. The State Auditor’s
Office has reviewed the status as presented by the District.

Audit Period: Report Ref. No: Finding Ref. No: CFDA Number(s):
September 1, 2012 1011965 1 84.010

through August 31,

2013

Federal Program Name and Granting Pass-Through Agency Name:

Agency: Office of the Superintendent of Public

Title I Grants to Local Educational Agencies, | Instruction

U.S. Department of Education

Finding Caption:
The District’s internal controls were inadequate to ensure compliance with federal Title I
requirements.

Background:
During fiscal year 2013, the District spent $1,217,131 in Title I program funds.

We found the District did not adequately design or follow controls for the Title I program to
ensure compliance with the following requirements.

Allowable Costs/Cost Principles — Time and Effort

We reviewed payroll transactions to determine whether salaries and benefits charged to the
grant were supported by adequate time and effort documentation as required by federal
regulations.

We reviewed time and effort documentation for 23 of the 89 employees charged to the grant
and found that the District was unable to provide time and effort documentation for seven
employees for which the grant was charged $39,837.

Procurement

We reviewed procurement for the largest three vendors and found the District paid $222,489 of
its grant funding for purchases and services. The District was unable to demonstrate that it
complied with the procurement requirements.

Special Tests and Provisions — Comparability

The No Child Left Behind Act of 2001 requires a school district, which receives Title I, Part A
funds to use state and local funds to provide services in Title I, Part A schools that are at least
comparable to the services provided in schools that are not receiving Title I, Part A funds. If a
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district serves all of its schools with Title I, Part A funds, it must use state and local funds to
provide services that are substantially comparable in each Title I, Part A school.

During our audit, the District was unable to demonstrate a process in place during the 2012-
2013 fiscal year to ensure that it complied with comparability requirements. Further, the
District was unable to provide documentation to support the data submitted in the comparability
report.

Status of Corrective Action: (check one)
O Fully v’ Partially O No Corrective O Finding is considered no
Corrected Corrected Action Taken longer valid

Corrective Action Taken:
Time and Effort:

In order to correct time and effort, Teaching and Learning had several meetings with the
Business Office to verify data and forms to be used for the year. All of the school year forms
were produced by the Teaching and Learning office for the Title I, and the business office made
sure all the forms were signed at kept copies. For Summer School we were under the belief that
time sheets were sufficient to account for time and effort. We will be working closely with the
business office to ensure that our procedures are aligned.

Procurement:

In order to tighten our controls on procurement, all office managers who create Purchase
Orders was given a Title | binder where the rules for purchasing were clearly outlined. There
have been several trainings with the office managers since the beginning of the year to assist
them with understanding the guidelines of allowable use of Federal Funds. Purchases over
$75,000 need to be pre-approved by the business office, and either a sole provider or bid
process will need to be followed. The Teaching and Learning program directors were provided
a budget management guidance/procedures document. The document outlines procurement
procedures, as well as other budget management guidance. Program directors were asked to
sign the document acknowledging their receipt and acceptance of fiscal responsibility (which
includes educating their respective staff).

Comparability:

Comparability was completed by the Teaching and Learning office. Since we only have one
middle and high school, the only comparability was based on the three Elementary schools.
Information was input by Staffing FTE and number of students based on the October 1% count
day.
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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

Tukwila School District No. 406
King County
September 1, 2013 through August 31, 2014

Board of Directors
Tukwila School District No. 406
Tukwila, 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
Tukwila School District No. 406, 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 20, 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,
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or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.

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

(b

JAN M. JUTTE, CPA, CGFM
ACTING STATE AUDITOR
OLYMPIA, WA

May 20, 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

Tukwila School District No. 406
King County
September 1, 2013 through August 31, 2014

Board of Directors
Tukwila School District No. 406
Tukwila, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM

We have audited the compliance of Tukwila School District No. 406, 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
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occurred. An audit includes 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 instances of noncompliance with those
requirements, which are required to be reported in accordance with OMB Circular A-133 and
which are described in the accompanying Schedule of Federal Audit Findings and Questioned
Costs as Findings 2014-001 and 2014-002. We also noted certain matters that we will report to
the management of the District in a separate letter dated May 22, 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
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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.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph 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. However, as discussed
below, we identified certain deficiencies in internal control over compliance that we consider to
be material weaknesses and significant deficiencies.

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. We consider the deficiencies in internal control over compliance described in the
accompanying Schedule of Federal Audit Findings and Questioned Costs as Finding 2014-002 to
be a material weakness.

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. We consider the
deficiencies in internal control over compliance described in the accompanying Schedule of
Federal Audit Findings and Questioned Costs as Finding 2014-001 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 22, 2015.

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.

JAN M. JUTTE, CPA, CGFM

ACTING STATE AUDITOR
OLYMPIA, WA

May 20, 2015
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INDEPENDENT AUDITOR’S REPORT ON
FINANCIAL STATEMENTS
Tukwila School District No. 406

King County
September 1, 2013 through August 31, 2014

Board of Directors
Tukwila School District No. 406
Tukwila, Washington

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of Tukwila School District No. 406,
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 27.

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, including the assessment of the risks of material misstatement of the financial
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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 Tukwila School District No. 406, 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.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated
May 20, 2015 on our consideration of the District’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District’s internal control over financial reporting and compliance.

JAN M. JUTTE, CPA, CGFM

ACTING STATE AUDITOR
OLYMPIA, WA

May 20, 2015
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FINANCIAL SECTION

Tukwila School District No. 406
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

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 27



007229 ¥2T

Y2 791907
0070

€57/8¢

Ly TOT TS
00°0
997282207
00°0
00°0
¥8°86G°9T.

T 608°6T6°0C

00°0

00°0

00°0

00°0

00°0
20°ve9‘e
00°0

00°0
§9°/28°82¢

L0°20L°2Z8
007229 ¥2T
887 9¥2°€96° L
€6°,E0°680°T-
2. 1708°998°CT

1e10]

0070

0070

00°0
0070

00°0

00°0

00°0

0070

0070

00°0

0070

00°0

0070

0070

pund
jusueuJaad

00°0

00°0

0070

00°0
0070

00°805°9TeC

00°0
0070
0070
00°0
00°0
0070
00°0
0070
00°0
00°80S5°9T¢

pund a2 1ysA
uoryelaodsueu |

00°0

00°0
00°0

0070
0070
00°0

00°0
00"¥88°L

0S°SEL°vE0‘C

00°0
00°0
00°0
0070

0070
0070
00°0

0L 0vv“18€
007229 ¥2T
9E " TVT 6EY
2V 2T v9-
98°0G9°€ST T

pund
syoafoug
1eirde)

00°0

00°0

0070

00°0

6,°G9S°TEE L

00°0
00°0

0070
00°0
00°0
00°0
¥0°GE8°T8S“¢C
0070
SL 0EL 6L Y

pun4
901A18S
10aq
¥102

spun4

v6°€8T

00°0

00°0

00°0

00°0

VL V.6 €T

SL T.8°91T

00°0
00°0
00°0
00°0

00°0

00°0
00°0

127/2S5°T-
20°66€“817T

pund
asv

‘1€ 3Isnbny

121UBWUIBA09

3199ys aouejeg

90F "ON 19143SIQ JO0YIS BfIminL

90 EVY “¥2T

Y2 1791901
0070

€G7/8¢

Ly TOT TS
0070
997282207

0070
0T "0V ‘69

LE78CT 06T TT

0070

00°0

00°0

00°0

0070
20°ve9‘e
00°0

00°0
G9-/28°8¢2C

LE799C TvY
0070
87°0LZ°C6 Y
¥2°98€°€20 T~
60°9TS“865°9

pun4
jeJsausy

spun4 J4aylo ol ang

ajqeled
s11jouag aakojdwg pajewirlsy

alqeAed uoljesuadwo) paiaasjlaq

s31un
1B1UBWUABA0Y J3Yl0 O] ang

ajqgeled
soxe| pue suoi3lonpaqg |1oaAked

ajqeAed sajoN uoryedidiljuy
salJejes panaoddy

alqeAed 31sa4alu] panuoddy
juaaan) ajgqeled S3oeAIUO)
ajqeAed S3unoddy
SSALLITIavI

S13SSV V10l

31sodaqg
A311N28S adueansuj-41as

uoryesuadwo)
paJia)ag-S1usaulSanu]

293SNAl Yl IM Ysed/SIUswiIsSanu]
SIUBWISAAU|

swal| predsaad

AJ103UaAUu]

91geA1329Y 1SaJ493u] panaddy
910eAl1323Y SueOT punjaaluj
910eA1329Y S3UN022Y

s31un
1e1UBLUIBA0Y 48U30 Wod4 ang

spun4 J4aylQ wou4 ang
210en1229y saxe]|
Burpuelsing sjueadepn snuip
sjuajeninb3 yse) pue yse)
-S13SSv

Bury LT ZALNNOD
T2T  -a's-3
96Td 14043y

Page 28

Washington State Auditor's Office



T 608°6T6°0C

2 082°8T9°TT
0£°8€8°082°T
¥8°0€0°G2E“T
V. OET 6VT E
25°979°098°S
20" ve9‘e

GZ"19€°S6T 8

88°9¥C°€96° L
Le-0gr eee

7.°T9T°90T T
00°0
00°0
00°0
00°0
00°0
00°0

1e1ol

00°0

00°0
00°0
0070
00°0
00°0
0070

00°0

00°0

00°0

pund
Juauew.aad

00°805°9T¢C

00°805°9TC
00°0
0070
00°0
00°80S5°91¢
0070

00°0

00°0

00°0

00°0

00°0

00°0

00°0

pung
9121UsA
uoryelaodsuea |

0S°GEL ‘vED T

YT-0TL/8S‘T
00°0

0L°92v 199
Y- €82°€26
0070

0070

9 TYT 6EY

9e " TYT 6EY
00°0

00"+88°L
00°0

00°0
00°0
00°0

pun4d
syo9foud
1eirde)

6,°G9S°TEE L

SLT0EL 6L Y
00°0
00°0
0070
SLT0EL‘6VL Y
00°0

70°S€8°185°¢

70°GE8°18S ¢
00°0

00°0
0070
00°0
00°0
00°0
00°0
pundg
901A18S
3ded
10
spun4

SL TL8°91T

0v-952°/2T
00°0
00°0
00°0
0v7-952°/2T
00°0

19795V S

L9795V S

89°8ST VT

00°0
0070

pund
asv

‘1€ asnbny

121UBWUIBA09

3199ys aouejeg

90F "ON 19143SIQ JOOYIS ©

LE°8ZT 06T TT

€1°G/0°.e6°Y
0£°8€8°082°T
11709099
og-.v8°seee
LETST L9.
20" ve9‘e

8T ¥€6°89T“S

87°0LZ°C6 Y
0L°€99°92¢

90 6TT ¥80°T
00°0

00°0
00°0
00°0

pund
(I3 ENED)

3ONVIvd
ANNd ANV “S3JYN0S3Y 40 MOTIANI
Q3¥¥343a “S3I1LIIavi1 vioL

JONVIVE ANNd V10L
aouejeg pun4 paubisseun
Qouejeg pund paubissy
aouejeg pund pPalIIWWO)
aouejeg pund paloralsay
aouejeg pun4 ajgepuadsuoN
-30NV1vd dannd

S304N0S3y
40 SMOT4ANI d3¥d¥343d Tv10oLl

ajgen1sday
soxe| - 8nuanay ajgejreAeun

anuanay ajge]reAeun

£S304N0s3d
40 SMOTdANI d3d¥y¥343d

SALLITIEGVIT V10l

alqeAed aleqay abeayiqay
ajgqeAed 1saJalu] puog padniep
alqeAed spuog paaniep

anuanay paudeaun

s11sodag

ajgeAed sueoq punjgaajuj
SSALIIgvia

Bury LT ZALNNOD
T2T  -a's-3
96Td 14043y

Page 29

Washington State Auditor's Office



00°0€8°208°8€ 0070 0070
0070 0070
58°2.8°.8¢€ 0070
00°000°595°T 00°0

L2°2T9°v0T

0070

00°0 0070
0070

00°0

217852166

¥0°T0Z“T.9

€1.7,€S5°68Y

92°820°STT 0070
8¢ TST“/¥9°8

ST 6SE°92T

06 VIV EST

T2 ISV 289 v

0070

0€"¥8E“62Y
90°989°€v0°€E
28°1T0°6.2
T6°098°TTT LT

95°€G5°/8T‘¢y 0070 ¥2°09.°09

057887 “9€ET 0070 0070

¥0°20L°€C

80°2T6°689Y 00°0

ST°G59°€09°02 €6°6€0°09

6.°06L°€€L°9T 1€°02L
1e10l pung

JuaueuIdd pund a121YaA

uoryelaodsuea |

aouejeg pund ur sebuey) pue ‘saaniipuadxy “SeanuaAsY JO JUSBWSIELIS

687966 °TST ¢
0070
0070
00°0

0070

0070
00°0
21852166
¥0°T0Z“T.9
€L7,€S5°68Y

167982 LYr°T
0070

0L 0v¥“18€E

0070
T2 S8 G90°T

pun4
sy09foud
1eirde)

§8°2/8°2S6°T 92°820°STT

58°2.8°/8¢
00°000°59S5°T

92°820°STT

70 6EV60T“S 95725V v6

00°0
0070
Y0 6EV 60T“S  95°2SV v6

pund pun4
901INIBS asv
19ad

Spun4 Je1uSWUIBA09

00°2€6°285 e

0070
00°0

22°219°v0T

8¢ TGT“/¥9°8
ST 6SE°92T

06 VIV EST

T2 ISV 289 v
0070
0€"v8E“62Y
90°989°€v0°€E
28110622
T6°098°“TTT LT

T8°GT9°G.1“S€E
0S°887“9€T
¥0°20L°€C
8€ T.V“80E“Y
22 ST9°EVS 0oC
L97EEE EIV 0T

pung
jeJausy

¥TOZ “TE 3Isnbny papu3 JaesA syl JoH

90y "ON 19143SIQ JOOYIS efiminL

SIINLIANIAX3 Iv10oL
aouenss| AnaT/puog

sabaey) a8ylQ pue 1saialul
jediourud

30IAY3S 193a
43430
aseaT pue sajes
juawdinb3 uoryelaodsued |
ABasu3z
ABojouyosa] Jeuorlonaisuj
juawdinb3
Buipping
se11s

SAVILNO TVLIdVYO
48U30/S3 131 IAILDY JUSPNIS
S921A49S 140ddng
S921A18S A3 IUnuwwo)
sweaboad peuorlonaisul 4saylo
sweaboad Aaoyesuaduo)
493ua) 111S
uo13eOdNpP3 JBUOIILI0A
uoryeonp3 jerodads
sSNpNWIlS jeaapa
uo13ona3su] aepnbay

*1IN3¥dND
SS3INLIANIAX3

SANN3IATY vV10L
49120
snpnwiIls jeaspad
jeaspad
a3els
jeo0]

=S3INN3IATY

Bury LT ALNNOD
T2T  -a's-3
96Td 14043y

Page 30

Washington State Auditor's Office



2y 082 8T9°TT

00°0
06°2.6°26L°L

257L0€°Ge8 e

96 €85 “0vY
0070
0070
00°000 00~
007000 “00¥
96 €85 ‘0P
00°0

95-€2L ¥8e‘€E

1exol

0070

0070
00°0

0070

00°0

00°0

0070

pung
jusaueuwJasd

90v "ON 191431s1Q

1004dS epIMmINg

00°805°9TZ YT 0TL/8S‘T  GL O0EL‘6VL‘V OV 9SZ°.CT €1°GL0°L€6Y JONVIvE ANNd TTYLOL ONTAN3
Sjuswalelsay
00°0 0070 0070 0070 00°0 10 suoi1312auau40) (S)aeap aonud
9/°/¥.°SST 9T /€8 TSP“T 9SG V9T €6S°T  01°2E8°LVT 2 T6EYYY Y JONVIVE ANNd TYLOL ONINNI93g
S3SN ONIONYNIL
Y3HLO ANV SIUNLIANTdX3 (¥3ANN) ¥3IA0
¥2°09.2°09 86°2/8°GET 6T°99G°9ST“E€  0.°G.G5°02- T8°€89°Z6¥% S304N0S ONIONVYNI- H3IHLO/SIANNIAIY 40 SSIOX3
0070 96°€8G“0¥8 0070 00°000“00%- (S3SN) S30dN0S ONIONVYNIH d3HIO TVLOL
0070 0070 0070 0070 43430
0070 0070 0070 0070 (geg 19) sesn Buroueurd usylo
00°0 0070 0070 00°000“00%- (95 19) INO sadgsued|
0070 007000 “00¥% 0070 0070 ul saagsued]
00°0 96° €8S “ 0V 00°0 Buroueur4 waa]-Huo
0070 0070 0070 0070 sajes puog furpungay ® sajes puog
2(s3sn) S3024N0S ONIONVYNIH H3IHLO
¥2°092°09 86°0TL“¥0L- 6T°99G°9ST“E€  0.°G.G5°02- T8°€89°Z68 SIANLIANIdXT (43ANND) HIAO SINNIATY
I301AY3S 193d
pun4 pund pun4 pund
pun4 ad1ysA sy09foud 921AU8S asy (S EIED)
uoryelaodsuea | jexde) 192Q
¥TOZ “TE 3Isnbny papu3 JaesA syl JoH
Spun4 eIUSWUABA0Y Bury LT ALNNOD
{ouejeg pund ul ww@:m:o pue .mw;:umvcmaxm “sSanuanay JO juauwalels TCT “a-s-3

96Td 140d3d

Page 31

Washington State Auditor's Office



0070
0070
0070
00°0

0070
00°0
00°0
0070
00°0

0070
0070
0070

00°0
0070

0070

00°0
00°0
00°0
00°0
00°0
00°0
00°0
00°0
00°0
snal 4syao

86°€2€°T9
00°0

00°0
86°€2£°T9
00°0
00°0

00°0

00°000°¢
00°0
00°000°¢

86°€2£°€9
0070

0070

0070

00°0

00°0

00°0

0070

0070

0070

0070

00°0
00°000°T-
86°€2E°19
0070

0070

3sna) asodand

a1ennldd

NOILISOd 13N v10L
aouejeg pund paubisseun
s1149uag 9aAkojdwi 48yl0 puy UOISUSd 404 ISnAl Ul PI3H
sasodund pun4 o3} paubissy
sasodund a3enrad Jo4 3snal uj pIsH
sasodund 43ylQ 031 palruwo)d
jediourad Isna] -- ajgepuadsuoN
SYSIY paJnsulun Joj paldoralsay
2oueANsSU] JJ9S 40} palo1ul1say
Swal| J49Yyl0 A0} palo1ulsay

1104 3sSnal ul pIaH

INOILISOd 13N

SILLITIGvIT vlioLl

spun4 J4ayiQ ol ang

ajgeAed S3un0d22y

SSALLIavi

S13SSsV

V10l Juswdinb3 “uoryerdsadag
wnooy sbBurpping “uorjerdaadag
wnooy juawdinby “sjassy
jexde) sbuipping “siyassy
lerrde) pueq ‘syessy jerrded
s3assy 49430

2931SNJ] YIIM YsSe)/SIUsSWISanu]
SIUBWISAAU|

910eA1329Y 1SaJ493u] pPanaoddy
910eA1329Y S3UN022Y

spun4 J4aylp wod4 ang
Buipuelsing sjueduep sSnulp
sead] A1) yimm 3isodag uQ ysed
pueH uQ ysep

ysed 1soaduwj

-S13SSvY

¥T0Z “TE Isnbny

spund Aaeronpi4
uor11sod 38N AJaeronpi4 jJO juswalels

90F "ON 19141SIQ JOOYDS BpIMNL

Bury /T ZALNNOD
T2T  "Q°S°3
96Td L4043y

Page 32

Washington State Auditor's Office



0070 86°€2£°T9 ONIAN3--NOILISOd 13N
00°0 0070 SIUBWSYELISSY U0 SU01FODA40) (S)AedA Jolid
00°0 €9°29v°99 BuruuiBbag--uor11sod 18N
0070 G9 "8ET ‘G- (aseaa08q) aseaudu] 38N
0070 ¥9°¥9.°9 SNOILONd3a 1v1iol
0070 79 v1S 13430
0070529 sdiysaejoyos
00°0 0070 sosuadx3 aAl3ealsIuIuLpy
0070 00°0 suoI3NgIJI3uo0) JO punyay
0070 s} 1jauag
-SNOIL1ONa3a
0070 66°G29°T SNOlLllaavy IvioL
00°0 00°0 SuUoOIIppY J43YlQo [elroL
00°0 00°0 BNUBASY BSeaT J0 Juady
IsuoI3lIppy 48ylo
00°0 ZL " T29 SWOOU| JuawlSaAul I8N
00°0 00°0 sasuadx3 Juawlsanu] SSa7
00°0 ¢L° 129 SPuUspIAIQ pue 3saaalu]
0070 0070 anpep Jaie4 ur (uorjeirdaadsq) uorjerdaaddy 3aN
I9WOdU| JUSBWISBAU]
0070 12°v00°T SNOILNGIYLNOD V10l
0070 0070 194310
00°0 S8 EETe MEET
0070 JaAoduzg
00°0 1277001 suorjeuoq aleAlldd
Isnua] J3ylo asna) Isuo13NgI4a3uo)
asodand ajenndd ZSNOLLIAayY
¥T0Z “TE IsSnbny pepu3 Jesas 8yl Jod
spung Areronpiy Bury 2T :ALNNOD
uonl1sod 18N Aaeronpi4 ur sabuey) Jo juswolels T2T -"Ad°s°3

90v "ON 301J3SIQ JOOYdS epiming 96Td 140d3d

Page 33

Washington State Auditor's Office



Tukwila School District
Notes to the Financial Statements
September 1, 2013 Through August 31, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Tukwila School District (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. Management 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) Schedule of Long-Term Liabilities is presented as supplementary information.
(3) Supplementary information required by GAAP is not presented.

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.

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.
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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.

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 principle 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.

Permanent Funds

These funds are used to report resources that are legally restricted such that only earnings,
and not principal, may be expended. Amounts in the Permanent Fund may only be spent in
support of the District’'s programs and may not be used to the benefit of any individual.
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.

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.
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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.)

Effective for the 2013-2014 school year, the district implemented provisions of GASB Statement
No. 65 Items Previously Reported as Assets and Liabilities. As a result, deferred property taxes
were reclassified from liabilities to deferred inflows of resources.

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.

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
includes anticipated recovery of revenues that have been received but are restricted as to their
usage.
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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 Superintendent and Assistant Superintendent of Finance and Operations 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.

Inventory

Inventory is valued at cost using the first-in, first-out (FIFO) 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 commodity 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.
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NOTE 2: CASH DEPOSITS WITH FINANCIAL INSTITUTIONS

The King County Treasurer is the ex officio treasurer for the District and holds all accounts of
the District. The District directs the County Treasurer to invest those financial resources of the
District that the District has determined are not needed to meet the current financial obligations
of the District.

All of the District’s investments (except for investments of deferred compensation plans) during
the year and at year-end were insured or registered and held by the District or its agent in the
District’'s name.

As of August 31, 2014, the district had the following investments:

Investment Type Fair Value Effective Duration
King County Investment Pool $12,932,905 1.34 Years

Impaired Investments

The majority of the amount remaining in the impaired pool is associated with VFNC Trust
(Victoria). VFENC Trust continues to make monthly cash distributions. The monthly distribution
for August totaled $228,423.94. Including all receipts to date brings the cash recovery rate on
the original Victoria investment to 73%. Monthly distributions will continue for as long as the
underlying securities in the trust continue to pay, and we expect the monthly distributions to
continue for at least 5 years.

We do not foresee distributing any realized losses until it is apparent that no further cash flows
will be forthcoming. The market for this type of asset is illiquid and accurate pricing is difficult to
obtain. Adding the cash recoveries through August to the month-end dealer price (55.5) for the
VENC Trust security results in an estimated recovery rate to senior investors of about 90%, but
the actual recovery rate will depend on the size and duration of the future monthly cash
distributions from VFENC Trust. At the time of Victoria's restructuring the County's financial
advisory estimated that by participating in the exchange offer that the overall recovery rate could
be between 50 to 76 percent, and potentially higher.

The County settled all lawsuits involving the securities held in the impaired pool, and all the
parties involved in these lawsuits have reached a mutually acceptable resolution by way of a
negotiated settlement that will avoid protracted litigation, there was no admission of liability, and
all sides are satisfied with this resolution

The King County Executive Finance Committee approved bifurcation of the investment pool as
of September 1, 2008. This separated the impaired investments into their own pool distinct pool
from the main pool of performing investments. The reasons for bifurcating the pool were to: (1)
ensure the yield on the performing assets is not negatively impacted by the impaired
investments; (2) enhance transparency about the value of the performing pool and the impaired
pool; (3) ease the implementation of the restructuring processes for the impaired investments;
and (4) expedite the restoration of the Standard & Poor’s rating for the performing pool.

Within the impaired pool, future “tail” payments from Cheyne, Rhinebridge and Mainsail are still
possible. When we determine that no further payments are probable, any remaining unrealized
losses will be distributed.
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NOTE 3: SIGNIFICANT CONTINGENT LIABILITIES

Litigation

According to legal counsel, there are no claims believed to pose a material risk of loss or
judgment against the District.

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 statewide retirement systems managed by the Washington State Department of
Retirement Systems (DRS), under cost-sharing multiple-employer public employee defined
benefit and defined contribution retirement plans. The Department of Retirement Systems
(DRS), a department within the primary government of the State of Washington, issues a
publicly available comprehensive annual financial report (CAFR) that includes financial
statements and required supplementary information for each plan. The DRS CAFR may be
obtained by writing to: Department of Retirement Systems, Communications Unit, P.O. Box
48380, Olympia, WA 98504-8380; or it may be downloaded from the DRS website

at www.drs.wa.gov. The following disclosures are made pursuant to GASB Statements No. 27,

Accounting for Pensions by State and Local Government Employers and No. 50, Pension
Disclosures, an Amendment of GASB Statements No. 25 and No. 27.

Membership by retirement system program as of June 30, 2012:

Inactive Vested

Program Active Members Members Retired 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:

Inactive
Program Active Members Vested Members Retired 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.
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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 service 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 service 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.

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 both systems, except that future rates
may be adjusted to meet the system needs.

B. Contributions

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

Plan 1 TRS 6.00% Plan 1 PERS 6.00%
Plan 2 TRS 4.96% Plan 2 SERS 4.64%
Plan 3 TRS and SERS 5.00% (minimum), 15.00% (maximum)
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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 (Participant information for all plans is as of August 31):

Plan FY 2011-12 FY 2012-13 FY 2013-14
Plan 1 TRS $ 60,981 $ 44,689 $ 44,102
Plan 2 TRS $172,270 $181,865 $ 312,780
Plan 3 TRS $796,025 $792,072 $1,073,235
Plan 1 PERS $ 2,799 $ 2,881 $ 3,765
Plan 2 SERS $143,758 $168,067 $ 291,745
Plan 3 SERS $171,082 $163,135 $ 216,143

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).

Employers participating in the plan include the State of Washington (which includes general
government agencies and higher education institutions), 57 of the state’s K—12 school districts
and educational service districts (ESDs), and 206 political subdivisions and tribal governments.
Additionally, the PEBB plan is available to the retirees of the remaining 247 K-12 school
districts and ESDs. The District’s retirees are eligible to participate in the PEBB plan under this
arrangement.
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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 $66.64 per month per full-time equivalent employee to
support the program, for a total payment of $244,949. 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.

NOTE 7: COMMITMENTS UNDER NONCAPITALIZED (OPERATING) LEASES

The District has no lease payments as of August 31, 2014.

NOTE 8: CONSTRUCTION AND OTHER SIGNIFICANT COMMITMENTS,
INCLUDING ENCUMBRANCES, IF APPROPRIATE

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 $304,238
Capital Projects Fund $699,344

NOTE 9: REQUIRED DISCLOSURES ABOUT CAPITAL ASSETS

The District’s capital assets are insured in the amount of $67,832,623 for fiscal year 2013-14. In
the opinion of the District’s insurance consultant, the amount is sufficient to adequately fund
replacement of the District’s assets.

Lessor operating lease disclosures are as follows:
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Tukwila School District leases the parcel of property that the pool resides on to Tukwila Pool
Metropolitan Park District. Tukwila Pool Metropolitan Park District is the sole owner of the pool
and shall retain ownership of the pool throughout the duration of the lease.

Lease Years Fiscal Years Annual Rent
Years 1 -5 2011 — 2015 $10,950.00
Years 6 — 10 2016 — 2020 $11,497.50
Years 11 — 15 2021 — 2025 $12,072.38
Years 16 — 20 2026 — 2030 $12,675.99

NOTE 10: REQUIRED DISCLOSURES ABOUT LONG-TERM LIABILITIES

Long-Term Debt

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

Issue Name il AL LiliZcH Amount Outstandin
Authorized Installments Maturity Rate(s) 9
UTGO Ref. 2004 $ 20,790,000 50,000- 12/1/2014 2.5%-5.0% $ 4,540,000
' 55 5,160,000 D =

600,000-

UTGO Ref. 2012 $ 16,310,000 12/1/2017 0.4%-1.2% | $ 15,710,000
5,145,000

Total $ 37,100,000 $ 20,250,000

The following is a summary of general obligation long-term debt transactions of the District for
the fiscal year(s) ended August 31, 2014:

Long-Term Debt Payable at 9/1/2013 $21,815,000
New Issues

Debt Retired $ 1,565,000
Long-Term Debt Payable at 8/31/2014 $20,250,000
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The following is a schedule of annual requirements to amortize debt at August 31, 2014:

Yi\irSuEsr':%Tg Principal Interest Total
2015 4,925,000 251,930 5,176,930
2016 5,180,000 122,249 5,302,249
2017 5,000,000 84,392 5,084,392
2018 5,145,000 30,921 5,175,921
Total 20,250,000 489,492 20,739,492

At August 31, 2014, the District had $4,749,731 available in the Debt Service Fund to service
the general obligation bonds.

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, $14,770,000 of bonds
outstanding were considered defeased.

NOTE 11: INTERFUND BALANCES AND TRANSFERS

The District has no prior-year interfund loan activity during the period.

NOTE 12: ENTITY RISK MANAGEMENT ACTIVITIES

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.

The District is a member of the Washington Schools Risk Management Pool (Pool). Chapter
48.52 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
services. An agreement to form a pooling arrangement was made pursuant to the provisions of
the 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.
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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 affairs of the Pool.

Workers’ Compensation

The District is exposed to risk of loss related to injuries to employees. In order to obtain workers'
compensation insurance economically, the district joined the Puget Sound Workers' Compensation
Trust in April 1984. The Trust pools workers' compensation risk for the school districts, which are
members. The District pays a monthly premium to the Trust, which varies with hours worked for the
month. The agreement for formation of the Trust provides that the Trust will be self-sustaining
through member premiums and investment earnings. An independent actuary performs a study
twice a year to determine the Trust's remaining liability for claims.

The trust does purchase reinsurance through a commercial company in accordance to state law.

The Puget Sound Workers' Compensation Trust's annual financial statements are included in
the Puget Sound Education Service District's annual financial statements. These statements
can be obtained by writing to:

Joseph Tyo

Executive Director

Puget Sound Workers’ Compensation Trust
800 Oakesdale Ave. SW

Renton, WA 98055

Phone, 425-917-7670

For fiscal year ending the district made payments totaling $245,014 to the industrial insurance
pool administered by Puget Sound Educational Service District No. 121.

The district is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
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Unemployment Pool

In 1978 Puget Sound Unemployment Pool was established through a cooperative
agreement between King County School Districts for the purpose of operating as a common
self-funded unemployment insurance program. The district pays an annual premium to the
pool to cover the cost unemployment insurance. The agreement for formation of the Puget
Sound Unemployment Pool provides that the pool be self-sustaining through member
premiums.

As of August 31, 2014, $253,481 reserved in the General Fund for payment of future
unemployment claims.

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 Director’'s Association (KCDA). KCDA is a
purchasing cooperative designed to pool the member districts’ purchasing power. The District's
current equity of $52,781 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.
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NOTE 15: FUND BALANCE CLASSIFICATION DETAILS

The District’s financial statements include the following amounts presented in the aggregate.

Capital Debt Transportation
General ASB Projects Service Vehicle
Fund Fund Fund Fund Fund

Nonspendable Fund Balance

Inventory and Prepaid $2,634

ltems
Restricted Fund Balance

Carryover of Restricted | $124,555

Revenues

Debt Service $440,584

Arbitrage Rebate

Uninsured Risks

Other Items $202,012 $127,256 $4,749,731 | $216,508
Committed Fund Balance

Minimum Fund Balance | $2,225,847

Policy

Other Commitments $923,283
Assigned Fund Balance

Contingencies

Other Capital Projects

Other Purposes $660,604

Fund Purposes $282,986
Unassigned Fund Balance $1,280,838

In addition, the Capital Projects Fund has the following amounts in Restricted and Committed
Fund Balance, based on the source of the revenues:

| Committed from Levy Proceeds

| $923,283

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 an unreserved, undesignated fund balance at least equal to 6 percent of the
district’s budgeted general fund expenditures. Portions of fund balance that are set aside for the
purpose of meeting this policy are recorded on the financial statements as a part of Committed

fund balance.

NOTE 16: POST-EMPLOYMENT BENEFIT PLANS OTHER THAN PENSION

PLANS—BOTH IN SEPARATELY ISSUED PLAN FINANCIAL STATEMENTS AND

EMPLOYER STATEMENTS

457 Plan — Deferred Compensation Plan

District employees have the option of participating in a deferred compensation plan as defined
in 8457 of the Internal Revenue Code that is administered by the state deferred compensation

plan, or the District.
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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 two types of deferrals: elective deferrals
(employee contribution) and non-elective contribution (employer matching).

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 a 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/vesting method.
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Tukwila School District
King County
Notes to the Schedule of Expenditure of Federal Awards

NOTE 1 — BASIS OF ACCOUNTING

The Schedule of Expenditures of Federal Awards is prepared on the same basis of accounting as the Tukwila
School District's financial statements. The Tukwila School District uses the modified accrual 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 - SCHOOLWIDE PROGRAMS

The Tukwila School District operates a "schoolwide program" in three elementary buildings and one middle
school. 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.

NOTE 3 — NON CASH AWARDS - FOOD COMMODITIES

The amount of commodities reported on the schedule is the value of commodities distributed by the Tukwila
School District during the current year and priced as prescribed by the USDA.

NOTE 4 - FEDERAL INDIRECT RATE

The Tukwila School District claimed indirect costs under this grant using the allowable federal rate specific to
the grant.
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CORRECTIVE ACTION PLAN FOR FINDINGS REPORTED
UNDER OMB CIRCULAR A-133
Tukwila School District No. 406

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 Tukwila School District No. 406.

Finding ref number: | Finding caption:
2014-001 The District’s internal controls were inadequate to ensure compliance
with federal procurement requirements.

Name, address, and telephone of auditee contact person:

Martin Turney, Assistant Superintendent of Finance and Operations
Tukwila School District

4640 S. 144th Street

Tukwila, WA 98168-4196

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

The Business Office and Teaching and Learning Department have worked closely to institute
processes and procedures to properly document sole source procurement requirements. As
noted in the finding, the District has experienced significant turnover in previous periods and
now has consistency in key positions. Administration is committed to ensuring compliance and
has provided federal procurement training to staff, created resources documentation, and
instituted internal control mechanisms into the purchasing process. Purchases involving the
sole source exception will not be allowed without proper documentation and authorization from
the Business Office.

Anticipated date to complete the corrective action: Corrective Action Complete

Finding ref number: | Finding caption:
2014-002 The District’s internal controls were inadequate to ensure compliance
with federal Special Education grant cluster requirements.

Name, address, and telephone of auditee contact person:
Martin Turney, Assistant Superintendent of Finance and Operations

Tukwila School District
4640 S. 144th Street
Tukwila, WA 98168-4196
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Corrective action the auditee plans to take in response to the finding:

The Business Office and Teaching and Learning Department have worked closely to institute
processes and procedures to properly document sole source procurement requirements. As
noted in the finding, the District has experienced significant turnover in previous periods and
now has consistency in key positions. Administration is committed to ensuring compliance and
has provided federal procurement training to staff, created resources documentation, and
instituted internal control mechanisms into the purchasing process. Purchases involving the
sole source exception will not be allowed without proper documentation and authorization from
the Business Office.

Anticipated date to complete the corrective action: Corrective Action Complete
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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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