UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

AUDIT REPORT AND
FINANCIAL STATEMENTS

June 30, 2011



UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

For the Fiscal Year Ended June 30, 2011
TABLE OF CONTENTS

Page
Number
INTRODUCTORY SECTION

Title Page
Table of Contents

FINANCIAL SECTION

Independent Auditor's Report 1-2

STATEMENT 1
Summary of Cash Receipts, Expenditures
and Unencumbered Cash 3-4

STATEMENT 2
Summary of Expenditures - Actual and Budget 5

STATEMENT 3
Statement of Cash Receipts and Expenditures -
Actual and Budget

General Fund
Supplemental General Fund
Vocational Education Fund
Special Education Fund
Driver Training Fund
At Risk (K-12) Fund
At Risk (4 Yr. Old) Fund
Food Service Fund
Capital Outlay Fund
Parent Education Fund
Professional Development Fund
Bilingual (ESOL) Education Fund
KPERS Retirement Contribution Fund
Small Grants Fund
Virtual Education Fund
Recreation Commission Fund
Recreation Commission Employee Benefit Fund
Contingency Reserve Fund
Indian Education Fund
Advance Placement Program Fund
Title | Fund
Title | ARRA Fund
Title Il A - Teacher Quality Fund
Title I D - Education Tech. Fund
Title V — Charter School 2010-2011 Fund
Title V — Charter School 2010 Fund

oowNNNI\)N!\JNNNI\)—\—\—\—\—L—\A—\A—A@OO\]@
2 OO NOOTAWNAOCOONOUBWN_O



UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

For the Fiscal Year Ended June 30, 2011
TABLE OF CONTENTS (Cont'd)

STATEMENT 3 (Cont'd)
J. R. Brown Scholarship Fund 32
Charles Lingle Scholarship Fund 33
Samuel B. and Hattie C. Woods Scholarship 34
Bond and Interest Fund 35

STATEMENT 4
Summary of Cash Receipts, Expenditures and
Unencumbered Cash
Agency Funds 36 - 37

STATEMENT 5
Statement of Cash Receipts, Expenditures and
Unencumbered Cash
District Activity Funds 38

NOTES TO FINANCIAL STATEMENTS 39 - 47

SUPPLEMENTAL INFORMATION

Report of Independent Certified Public Accountants
on Internal Control Over Financial Reporting and
on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in
Accordance with Govemment Auditing Standards 48 -49

Report of Independent Certified Public Accountants

on Compliance with Requirements That Could Have a

Direct and Material Effect on each Major Program and

on Internal Control Over Compliance in Accordance

with OMB Circular A-133 50 - 51
Schedule of Expenditures of Federal Awards 52
Schedule of Findings and Questioned Costs 53 -54
Summary Schedule of Prior Audit Findings 55

Corrective Action Plan 56



YERKES & MICHELS, CPA, LLC

John D. Carroll, CPA CERTIFIED PUBLIC ACCOUNTANTS

Carmen R. Duroni, CPA
American Institute of Certified Public Accountants

Kansas Society of Certified Public Accountants

Randy Hoffman
An Independent C.P.A. Firm

INDEPENDENT AUDITOR'S REPORT

Board of Education
Unified School District No. 436
Caney, Kansas 67333

We have audited the accompanying statutory basis financial statements of the individual funds of the
Unified School District No. 436, Caney, Kansas, as of and for the year ended June 30, 2011, as listed
in the table of contents. These statutory basis financial statements are the responsibility of the
School District's management. Our responsibility is to express an opinion on these statutory basis
financial statements based on our audit. '

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, the Kansas Municipal Audit Guide, 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 of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

As described in Note A-3, the School District prepared these statutory basis financial statements
using accounting practices prescribed by the State of Kansas to demonstrate compliance with the
cash basis and budget laws of the State of Kansas, which practices differ from accounting principles
generally accepted in the United States of America. The effects on the statutory basis financial
statements of the differences between the regulatory basis of accounting and accounting principles
generally accepted in the United States of America, although not reasonably determinable, are
presumed to be material. .

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the
statutory basis financial statements referred to above do not present fairly, in conformity with
accounting principles generally accepted in the United States of America, the financial position of
Unified School District No. 436, Caney, Kansas, as of June 30, 2011, or changes in financial position
or cash flows thereof for the year then ended.

-
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Also, in our opinion, the statutory basis financial statements referred to in the first paragraph present
fairly, in all material respects, the cash and unencumbered cash balances of each of the various
funds of Unified School District No. 436, Caney, Kansas, as of June 30, 2011, and their respective
cash receipts and expenditures and budgetary results for such funds for the year then ended on the
basis of accounting described in Note A-3.

In accordance with Government Auditing Standards, we have also issued our report dated

January 12, 2012 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 and should be
considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the statutory basis financial
statements of Unified School District No. 436 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, and is not a required part of the statutory basis financial statements. The
Schedule of Findings and Questioned Costs and Summary Schedule of Prior Audit Findings are
presented for the purpose of additional analysis and are not a required part of the statutory basis
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 statutory basis
financial statements. The information has been subjected to the auditing procedures applied in the
audit of the statufory basis 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, on the basis of accounting described in Note A-3.

Lbﬁbm)/ & W/\d o)

YEi{j(ES & MICHELS, CPA, LLC

January 12, 2012
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 1 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Ad Valorem Tax
Delinquent Tax
Other Taxes
ARRA Stabilization Funds
ARRA Education Jobs Funds
State of Kansas — General Aid
State of Kansas - Special Education

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction
ARRA Salaries
Student Support Services
Instructional Support Staff
General Administration
School Administration
Operations and Maintenance
Other Support Services
Transportation
Architect Fees
Transfers
Adjustments to comply with Legal Max

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH, BEGINNING

UNENCUMBERED CASH, ENDING

GENERAL FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
$ 59422972 $ 50828476 $ 452567.00 3 55,717.76
15,545.82 25,178.59 13,429.00 11,749.59
9,538.62 4,161.82 - 4,161.82
275,840.00 105,552.00 105,552.00 -
- 184,821.00 - 184,821.00
4,363,142.00 4,542,851.00 4,799,156.00 (256,305.00)
435,936.00 447 250.00 485,505.00 (18,255.00)
$5694232.16 $ 5818,099.17 $5,836,209.00 $ (18,109.83)
$2,317,255.90 $ 2,355,035.85 $2,731,204.00 $ (376,168.15)
275,840.00 290,373.00 - 290,373.00
120,657.13 130,370.12 134,510.00 (4,139.88)
135,224.40 153,957.34 246,360.00 (92,402.66)
213,704.45 230,309.98 234,610.00 (4,300.02)
367,496.10 331,117.41 364,645.00 (33,527.59)
391,5602.34 421,437.55 412,612.00 8,825.55
109,181.74 161,000.88 176,188.00 (15,187.12)
278,750.55 273,324.23 305,575.00 (32,250.77)
29,893.55 2,370.00 25,000.00 (22,630.00)
1,454,725.84 1,468,802.64 1,205,505.00 263,297.64
(18,110.00) 18,110.00
$569423200 $ 5,818,099.00 $5818,099.00 §$ (0.00)

$ 016 § 0.17
- 0.16
$ 016 $ 0.33

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 2 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Ad Valorem Tax
Delinquent Tax
Motor Vehicle Tax
Recreational Vehicle Tax
Other Taxes
ARRA Stabilization Funds
State of Kansas
Miscellaneous

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction
ARRA Salaries
General Administration
Operations and Maintenance
Other Support Services
Transfers

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH, BEGINNING

UNENCUMBERED CASH, ENDING

SUPPLEMENTAL GENERAL FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
$ 43721916 $ 40941000 $ 368,951.00 40,459.00
13,313.22 20,504.45 10,128.00 10,376.45
47 627.41 49,845.63 49,789.00 56.63
925.99 945.14 834.00 111.14
2,411.37 2,595.05 - 2,595.05
152,336.00 - - -
448,366.00 576,213.00 578,099.00 (1,886.00)
$1,102.199.15 $ 1.059,513.27 $ 1,007,801.00 51,712.27

$ 152,336.00
41,596.63
77,670.72

288,290.21
36,550.60
453,555.84

$ 76,5674.24
74,781.73
630,406.64
34,088.62
244,148.77

$ 189,000.00

81,890.00
369,610.00
35,000.00
384,500.00

(112,425.76)

(7,108.27)
260,796.64

(911.38)

{140,351.23)

$ 1,050,000.00

$ 1,060,000.00

$ 1,060,000.00

$ 5219915 § (486.73)
- 52,199.15
$ 5219916 § 51,712.42

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

STATEMENT 3
Page 3 of 30

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Transfers
SEKESC
Federal
Miscellaneous

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction
Support Services

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

VOCATIONAL EDUCATION FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
$ 310,000.00 295,797.64 232,500.00 63,297.64
7,832.33 4613.67 - 4.613.67
$ 317,832.33 300,411.31 232,500.00 67,911.31
$ 250,725.88 245,116.92 302,926.00 (57,809.08)
$ 250,725.88 245116.92 302,926.00 (57,809.08)
$ 67,106.45 55,294.39
3,320.16 70,426.61
$ 70,426.61 125,721.00

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

STATEMENT 3
Page 4 of 30

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Transfers
Miscellaneous
TOTAL CASH RECEIPTS
EXPENDITURES

Instruction

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUNMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

SPECIAL EDUCATION FUND

CURRENT YEAR

Prior Variance

Year Over
Actual Actual Budget (Under)
955,000.00 585,653.77 575,505.00 10,148.77

- 3,860.95 - 3,860.95

955,000.00 589,514.72 575,505.00 14,009.72
683,607.58 667,898.28 715,185.00 (47,286.72)
683,607.58 667,898.28 715,185.00 (47,286.72)
271,392.42 (78,383.56)
205,305.89 476,698.31
476,698.31 398,314.75

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT 3
Page 5 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
State of Kansas
Transfers
Miscellaneous

TOTAL CASH RECEIPTS
EXPENDITURES
Instruction
Vehicle Operations

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

DRIVER TRAINING FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
$ 2.850.00 3,848.00 $ 3,710.00 $ 138.00
12,000.00 12,000.00 12,000.00 -
$ 14,850.00 15,848.00 $ 1571000 $ 138.00
$ 1469529 1471203 § 17,167.00 $ (2,454.97)
66.43 - - -
$ 14,761.72 1471203 $ 17,167.00 $ (2,454.97)
$ 88.28 1,135.97
1,368.42 1,456.70
$ 1,456.70 2,592.67

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.

10 -



UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

STATEMENT 3
Page 6 of 30

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Transfers

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

AT RISK (K-12) FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
$ 45500000 $ 575,000.00 575,000.00 -
$ 45500000 $ 575,000.00 575,000.00 -
$ 471,863.88 $ 582,543.15 633,467.00 (50,923.85)
$ 47186388 $ 582,543.15 633,467.00 (50,923.85)
$ (16,863.88) $ (7,543.15)
75,237.26 58,373.38
$ 5837338 $ 50,830.23

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT 3

Page 7 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Transfers
Miscellaneous
TOTAL CASH RECEIPTS
EXPENDITURES

Support Services

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

AT RISK (4 Yr. Old) FUND

CURRENT YEAR
Prior Variance

Year Over

Actual Actual Budget (Under)
$ 100,000.00 40,000.00 $ 40,000.00 §$ -
$ 100,000.00 40,00000 $ 4000000 $ -
$ 64,096.48 65,046.27 $ 76,006.00 $ (10,959.73)
$ 64,096.48 65,046.27 $ 76,006.00 % (10,959.73)
$ 35,903.52 (25,046.27)

102.16 36,005.68

$ 36,005.68 10,959.41

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

For the Year Ended June 30, 2011

FOOD SERVICE FUND

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

STATEMENT 3
Page 8 of 30

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Food Service
State of Kansas
Federal Funds
Transfers
Miscellaneous

TOTAL CASH RECEIPTS
EXPENDITURES
Operation and Maintenance

Food Service Operation

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
149,993.89 137,635.65 146,630.00 (8,994.35)
5,308.41 5,205.43 4,288.00 917.43
262,124.28 274,324.88 255,167.00 19,157.88
18,995.00 - 30,000.00 (30,000.00)
1,431.44 1,269.47 1,000.00 269.47
437,853.02 418,435.43 437,085.00 (18,649.57)
26,261.96 27,776.05 28,190.00 (413.95)
435,545.04 403,138.73 486,125.00 (82,986.27)
461,807.00 430,914.78 514,315.00 (83,400.22)
(23,953.98) (12,479.35)
139,644.73 115,690.75
115,690.75 103,211.40

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT,
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

STATEMENT 3
Page 9 of 30

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Interest on Investments
Transfers
Miscellaneous

TOTAL CASH RECEIPTS
EXPENDITURES

Building Repair

Support Services Equipmemt

Site Improvement

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

CAPITAL OUTLAY FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
$ 16,454.35 6,897.50 17,895.00 (10,997.50)
- 100,000.00 - 100,000.00
71,387.43 140,234.28 80,000.00 60,234.28
$ 87,841.78 247,131.78 97,895.00 149 ,236.78
$ 6559553 12,611.99 - 12,611.99
79,252.50 142,374.61 735,000.00 (592,625.39)
$ 144,848.03 154,986.60 735,000.00 (580,013.40)
$ (57,006.25) 92,145.18
796,178.48 739,172.23
$ 739,172.23 831,317.41

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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STATEMENT 3
Page 10 of 30

UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

PARENT EDUCATION FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
Transfers $ 9,600.00 % 9,500.00 $ 10,000.00 § (600.00)
TOTAL CASH RECEIPTS $ 9,600.00 $ 9,500.00 % 10,000.00 $ (500.00)
EXPENDITURES
Student Support Services $ 9,100.00 $ 10,500.00 % 10,500.00 $ -
TOTAL EXPENDITURES $ 9,100.00 $ 10,500.00 $ 10,500.00 $ -

CASH RECEIPTS OVER (UNDER)

EXPENDITURES $ 500.00 $ {1,000.00)
UNENCUMBERED CASH , BEGINNING 500.00 1,000.00
UNENCUMBERED CASH, ENDING $ 1,000.00 § -

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT,
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

S

TATEMENT 3
Page 11 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

PROFESSIONAL DEVELOPMENT FUND

CASH RECEIPTS
Transfers
State Aid
Miscellaneous
TOTAL CASH RECEIPTS
EXPENDITURES

Instructional Support

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget {(Under)
$ 11,79517 % 10,000.00 $ 10,000.00 $ -
672.00 - - -
$ 12,467.17 % 10,000.00 $ 10,000.00 $ -
$ 541992 $ 6,154.43 § 19,000.00 $ (13,745.57)
3 5419.92 $ 6,154.43 § 19,90000 $ (13,745.57)
$ 704725 % 3,845.57
2,952.75 10,000.00
$ 10,000.00 $ 13,845.57

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

S

TATEMENT 3
Page 12 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

BILINGUAL (ESOL) EDUCATION FUND

CASH RECEIPTS
Transfers
Miscellaneous
TOTAL CASH RECEIPTS
EXPENDITURES

Instructional

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
$ 50000 % 5,000.00 $ 5,000.00 $
$ 500.00 $ 5,000.00 $ 500000 %
$ 416175 $ 513100 $ 5131.00 $
$ 416175 $ 5131.00 $ 5131.00 $
$ (3,661.75) $ (131.00)
3,793.26 131.51
$ 13151 $ 0.51

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

STATEMENT 3
Page 13 of 30

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

KPERS RETIREMENT CONTRIBUTION FUND

CASH RECEIPTS
State of Kansas
Miscellaneous
TOTAL CASH RECEIPTS
EXPENDITURES
KPERS Contributions

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

CURRENT YEAR

Prior Variance

Year Over
Actual Actual Budget (Under)
318,960.79 274,650.92 355,640.00 (80,989.08)
318,960.79 274,650.92 355,640.00 (80,989.08)
318,960.79 274,650.92 355,640.00 (80,989.08)
318,960.79 274,650.92 355,640.00 (80,989.08)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT 3
Page 14 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

{(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Grant Revenue
Miscellaneous

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction

Miscellaneous

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

SMALL GRANTS FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
$ 900.00 650.00 $ - $ 650.00
$ 900.00 650.00 $ - 3 650.00
$ 933.10 985.00 $ 17,344.00 % (16,359.00)
$ 933.10 985.00 $ 17,344.00 $ (16,359.00)
3 (33.10) (335.00)
17,377.45 17,344.35
3 17,344.35 17,009.35

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

For the Year Ended June 30, 2011

VIRTUAL EDUCATION FUND

STATEMENT 3

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

Page 15 of 30

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CURRENT YEAR
Prior Variance
Year : Over
Actual Actual Budget (Under)
CASH RECEIPTS
Transfers 35,391.51 80,000.00 100,000.00 (20,000.00)
Miscellaneous - - - -
TOTAL CASH RECEIPTS 35,391.51 80,000.00 100,000.00 (20,000.00)
EXPENDITURES
Instruction 13,786.98 34,229.48 119,552.00 (85,322.52)
Operation & Maintenance 4,200.00 - - -
TOTAL EXPENDITURES 17,986.98 34,229.48 119,552.00 (85,322.52)
CASH RECEIPTS OVER {(UNDER)
EXPENDITURES 17,404.53 45,770.52
UNENCUMBERED CASH , BEGINNING 2,147.39 19,551.92
UNENCUMBERED CASH, ENDING 19,551.92 65,322.44

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT,
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UNIFIED SCHOOL DISTRICT NO. 436

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

CANEY, KANSAS

For the Year Ended June 30, 2011

STATEMENT 3

Page 16 of 30

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Ad Valorem Tax
Delinquent Tax
Motor Vehicle Tax
Recreational Vehicle Tax
Other Taxes

TOTAL CASH RECEIPTS
EXPENDITURES
Community Service Operations

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

RECREATION COMMISSION FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
$ 94,396.85 92,692.22 86,698.00 5,094.22
3,124.94 4,633.37 2,170.00 2,463.37
11,146.87 11,568.65 11,579.00 (10.35)
217.11 219.64 194.00 25.64
554.49 624.36 - 624.36
$ 109,440.26 109,738.24 100,641.00 9,097.24
$ 104,701.00 105,380.00 105,380.00 -
$ 104,701.00 105,380.00 105,380.00 -
$ 4,739.26 4,358.24
- 4,739.26
$ 4.739.26 9,097.50

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT 3

Page 17 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

RECREATION COMMISSION EMPLOYEE BENEFIT FUND

CASH RECEIPTS
Ad Valorem Tax
Delinquent Tax
Motor Vehicle Tax
Recreational Vehicle Tax
Other Taxes

TOTAL CASH RECEIPTS
EXPENDITURES
Community Service Operations

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget {(Under)
$ 5,956.68 586051 % 549000 $ 370.51
167.31 275.79 139.00 136.79
654.43 610.82 607.00 3.82
12.59 11.54 10.00 1.54
35.38 30.51 - 30.51
$ 6,826.39 6,789.17 % 6,246.00 $ 543.17
$ 6,500.00 6,672.00 $ 6,572.00 $% -
$ 6,500.00 6,572.00 $ 6,572.00 $ -
3 326.39 217.17
- 326.39
$ 326.39 543.56

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

STATEMENT 3
Page 18 of 30

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Transfer

TOTAL CASH RECEIPTS

EXPENDITURES
Operations and Maintenance

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

CONTINGENCY RESERVE FUND

Prior
Year
Actual

$ -

$ -

$ -

$ -

$ -
607,771.54

$ 607,771.54

Current
Year
Actual

607,771.54

607,771.54

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 19 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Federal Grant
Miscellaneous

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

INDIAN EDUCATION FUND

Prior
Year
Actual
$ 95,882.00
$ 95,882.00
$ 88,653.00
3 88,653.00
$ 7,229.00
(7,229.00)

Current
Year
Actual

96,250.00
13.00

96,263.00

96,263.00

96,263.00

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 20 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

ADVANCED PLACEMENT PROGRAM FUND

CASH RECEIPTS
Federal Grant
Miscellaneous

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

Prior

Year

Actual
$ 7,393.00
$ 7,393.00
$ 7,194.26
$ 7,194.26
$ 198.74
(198.22)
$ 0.52

Current
Year
Actual

13,625.00

13,625.00

14,765.18

14,765.18

(1,140.18)

0.52

(1,139.66)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 21 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Federal Aid
Transfers

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

TITLE | FUND

Prior
Year
Actual

153,024.00

153,024.00

147,830.90

147,830.90

5,193.10

(1,636.88)

3,556.22

Current
Year
Actual

82,461.00
21,728.00

104,189.00

147,956.47

147,956.47

(43,767.47)

3,656.22

(40,211.25)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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STATEMENT 3
Page 22 of 30

UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES
STATEMENT OF CASH RECEIPTS AND EXPENDITURES
For the Year Ended June 30, 2011

TITLE | ARRA FUND

Prior Current
Year Year
Actual Actual
CASH RECEIPTS
Federal Aid $ 70,994.00 $ 11,948.00
TOTAL CASH RECEIPTS $ 70,994.00 $ 11,948.00
EXPENDITURES
Instruction $ 71,100.68 $ 11,841.32
TOTAL EXPENDITURES $ 71,100.68 $ 11,841.32
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ (106.68) $ 106.68
UNENCUMBERED CASH , BEGINNING - (106.68)
UNENCUMBERED CASH, ENDING $ (106.68) 3 0.00

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 23 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

TITLE 1A - TEACHER QUALITY FUND

CASH RECEIPTS
Federal Aid

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction
Transfers

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

Prior
Year
Actual

23,958.00

23,958.00

20,983.46

20,983.46

2,974.54

(4,414.13)

(1,439.59)

Current
Year
Actual

40,751.00

40,751.00

23,280.51
21,508.00

44,788.51

(4,037.51)

(1,439.59)

(5,477.10)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 24 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

TITLE I D - EDUCATION TECH. FUND

CASH RECEIPTS
Federal Aid

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction
Transfers

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

Prior
Year
Actual

568.00

568.00

568.00

568.00

Current
Year
Actual

440.00

440.00

220.00
220.00

440.00

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 25 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

TITLE V - CHARTER SCHOOL 2010-11 FUND

CASH RECEIPTS
Federal Aid

TOTAL CASH RECEIPTS

EXPENDITURES
Instructionatl

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

Prior
Year
Actual

Current
Year
Actual

177,098.00

177,098.00

191,642.57

191,642.57

(14,544.57)

(14,544.57)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 26 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

TITLE V - CHARTER SCHOOL 2010 FUND

CASH RECEIPTS
Federal Aid

TOTAL CASH RECEIPTS

EXPENDITURES
Instructional
Administration

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

Prior
Year
Actual

131,900.00

131,900.00

114,360.37
31,904.39

146,264.76

(14,364.76)

(14,364.76)

Current
Year
Actual

23,100.00

23,100.00

8,735.24

8,735.24

14,364.76

(14,364.76)

(0.00)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 27 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

J. R. BROWN SCHOLARSHIP FUND

CASH RECEIPTS
Interest Earned

TOTAL CASH RECEIPTS

EXPENDITURES
Scholarships

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

Prior
Year
Actual

250.53

250.53

500.00

500.00

(249.47)

18,590.49

18,341.02

Current
Year
Actual

44.28

44.28

500.00

500.00

(455.72)

18,341.02

17,885.30

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.

-32 -



UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 28 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CHARLES LINGLE SCHOLARSHIP FUND

CASH RECEIPTS
Interest Earned

TOTAL CASH RECEIPTS

EXPENDITURES
Scholarships

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

Prior
Year
Actual

12.78

12.78

250.00

250.00

(237.22)

1,600.89

1,363.67

Current
Year
Actual

4.69

4.69

250.00

250.00

(245.31)

1,363.67

1,118.36

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436

CANEY, KANSAS

STATEMENT 3
Page 29 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

SAMUEL B. AND HATTIE C. WOODS SCHOLARSHIP FUND

CASH RECEIPTS
Interest Earned
Donations

TOTAL CASH RECEIPTS

EXPENDITURES
Scholarships

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

Prior
Year
Actual

97.11

97.11

200.00

200.00

(102.89)

11,206.30

11,103.41

Current
Year
Actual

49.92

49.92

500.00

500.00

(450.08)

11,103.41

10,653.33

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

STATEMENT 3
Page 30 of 30

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE PRIOR YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
County Taxes
Miscellaneous

TOTAL CASH RECEIPTS

EXPENDITURES
Fund Expenses

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

BOND AND INTEREST FUND

Current
Year
Actual

0.53

0.53

0.53

86.14

Prior
Year
Actual
$ -
$ -
$ -
$ -
$ -
86.14
$ 86.14

86.67

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. REPORTING ENTITY

Unified School District No. 436 is a municipal corporation governed by an elected seven-
member board. These financial statements present USD No. 436.

The District’s summary of cash receipts, cash disbursements and unencumbered cash includes
the accounts of all District operations. The District's major operations include primary and
secondary education of young people in the Caney, Kansas school district. The scope of the
entity for financial reporting purposes is designed as those funds for which the District has
oversight responsibility and is primarily accountable. Oversight responsibility includes
budgetary authority and fiscal management responsibility. Budgetary authority is defined as
authority for final approval of budgetary appropriations and revisions. Fiscal management
responsibility is control of the collection and disbursement of funds.

2. BASIS OF PRESENTATION - FUND ACCOUNTING

A fund is defined as an independent fiscal accounting entity with a self-balancing set of
accounts recording cash and other financial resources, together with all related liabilities and
residual equities or balances, and changes therein, which are segregated for the purpose of
carrying on specific activities or attaining certain objectives in accordance with special
regulations, restrictions, or limitations.

The following types of funds comprise the financial activities of Unified School District 436,
Caney, Kansas, for the year ended June 30, 2011.

Governmental Funds:

General Fund — to account for all unrestricted resources except those required to be
accounted for in another fund.

Special Revenue Funds — to account for the proceeds of specific revenue sources (other
than special assessments or major capital projects) that are restricted by law or
administrative action to expenditure for specified purposes.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE A —~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Debt Service Funds — to account for the accumulation of resources for, and the payment
of, interest and principal on general long-term debt, and the financing of special
assessments which are general obligations of Unified School District 436, Caney,
Kansas.

Fiduciary Funds:

Trust Funds — to account for assets held by a governmental unit in a trustee

capacity or as an agent for individuals, private organizations, other governmental units,
and/or other funds. These include (a) Expendable Trust Funds, (b) Nonexpendable
Trust Funds, and (c) Pension Trust Funds.

3. BASIS OF ACCOUNTING

Statutory Basis of Accounting. The statutory basis of accounting, as used in the preparation of
these statutory basis financial statements, is designed to demonstrate compliance with the cash
basis and budget laws of the State of Kansas. Cash receipts are recognized when the cash
balance of a fund is increased except as disclosed below. Expenditures include disbursements,
accounts payable, and encumbrances, with disbursements being adjusted for prior year's
accounts payable and encumbrances. Encumbrances are commitments related to unperformed
(executory) contracts for goods and services, and are usually evidenced by a purchase order or
written contract. For an interfund transaction, a cash receipt is recorded in the fund receiving
cash from another fund, and expenditure would be charged in the fund from which the transfer
is made.

The Kansas Legislature passed a law [KSA 72-64176(d) and KSA 72-6434(d)] requiring all
school districts to record, as received by June 30 of each fiscal year, all required state aid
distributions for that year made by the Kansas Department of Education regardless of when
received by the School District. For the current audit period, the State of Kansas did not make
its final state aid distribution until July 7, 2011 in the amount of $568,172.00, and the District
recorded this as a June 30, 2011 receipt. Under accounting practices prescribed by the State of
Kansas to demonstrate compliance with the cash basis and budget laws of the State of Kansas,
this money should have been receipted in the fiscal year ended June 30, 2012.

The District passed a Resolution dated July 12, 2010 to waive the annual requirement of
generally accepted accounting principles and fixed asset accounting for the year ended
June 30, 2011, in conformity with K.S. A. 75-1120a (c)(1), and allowing the District to use the
statutory basis of accounting.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4. DEPARTURE FROM GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

The basis of accounting described above results in a financial statement presentation which
shows cash receipts, expenditures, cash and unencumbered cash balances, and expenditures
compared to budget. Balance sheets that would have shown noncash assets such as
receivables, inventories, and prepaid expense, liabilities such as deferred revenue and matured
principal and interest payable, and reservations of the fund balance are not presented. Under
accounting principles generally accepted in the United States of America, encumbrances are
only recognized as a reservation of fund balance; encumbrances outstanding at year end do not
constitute expenditures or liabilities. Consequently, the expenditures as reported do not present
the cost of goods and services received during the fiscal year in accordance with generally
accepted accounting principles. Capital assets that account for the land, buildings, and
equipment owned by the municipality are not presented in the financial statements. Also, long-
term debt such as general obligation bonds, revenue bonds, capital leases, temporary notes,
and compensated absences are not presented in the financial statements.

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

1. BUDGETARY INFORMATION

Kansas statutes require that an annual operating budget be legally adopted for the general fund,
special revenue funds (unless specifically exempted by statute), debt service funds, and
enterprise funds. Although directory rather than mandatory, the statutes provide for the
following sequence and timetable in the adoption of the legal annual operating budget:

a. Preparation of the budget for the succeeding calendar year on or before August 1st.

b. Publication in local newspaper of the proposed budget and notice of public hearing on the
budget on or before August 5.

c. Public hearing on or before August 15th, but at least ten days after publication of notice of
hearing.

d. Adoption of the final budget on or before August 25th.

The statutes allow for the governing body to increase the originally adopted budget for
previously unbudgeted increases in revenue other than ad valorem property taxes. To do this, a
notice of public hearing to amend the budget must be published in the local newspaper. At least
ten days after publication the hearing may be held and the governing body may amend the
budget at that time. The General Fund budget was amended during the year ended

June 30, 2011.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE B — STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)

The statutes permit transferring budgeted amounts between line items within an individual fund.
However, such statutes prohibit expenditures in excess of the total amount of the adopted
budget of expenditures of individual funds. Budget comparison statements are presented for
each fund showing actual receipts and expenditures compared to legally budgeted receipts and
expenditures.

All legal annual operating budgets are prepared using the statutory basis of accounting.
Revenues are recognized when cash is received except as described in Footnote A-3.
Expenditures include disbursements, accounts payable, and encumbrances, with
disbursements being adjusted for prior year's accounts payable and encumbrances.
Encumbrances are commitments by the municipality for future payments and are supported by
a document evidencing the commitment, such as a purchase order or contract. All unused
budget expenditure authority lapses at year-end.

A legal operating budget is not required for Trust Funds and the following Special Revenue
Funds:
Contingency Reserve Fund
Indian Education Fund
Advanced Placement Program Fund
Title | Fund
Title | - ARRA Fund
Title Il A - Teacher Quality Fund
Title Il D - Education Tech. Fund
Title V — Charter School 2010-11 Fund
Title V — Charter School 2010 Fund
District Activity Funds

Spending in funds which are not subject to the legal annual operating budget requirements, are
controlled by federal regulations, other statutes, or by the use of internal spending limits
established by the governing body.

2. COMPLIANCE WITH KANSAS STATUTES AND OTHER FINANCE RELATED LEGAL
MATTERS

Management of the District is not aware of any violations of compliance with Kansas Statutes or
violations of other finance related legal matters.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE C - DEPOSITS AND INVESTMENTS

K.S.A. 9-1401 establishes the depositories which may be used by the District. The statute
requires banks eligible to hold the District’s funds have a main or branch bank in the county in
which the District is located and the banks provide an acceptable rate of return on funds. In
addition, K.S.A. 9-1402 requires the banks to pledge securities for deposits in excess of FDIC
coverage. The District has no other policies that would further limit interest rate risk.

K.S.A. 12-1675 limits the District’'s investment of idle funds to time deposits, open accounts,
and certificates of deposit with allowable financial institutions; U.S. Government securities;
temporary notes; no-fund warrants; repurchase agreements; and the Kansas Municipal
Investment Pool. The District has no investment policy that would further limit its investment
choices.

Concentration of credit risk. State statutes place no limit on the amount the District may invest
in any one issuer as long as the investments are adequately secured under K.S.A. 9-1402 and

9-1405.

Custodial credit risk — deposits. Custodial credit risk is the risk that in the event of a bank
failure, the District's deposits may not be returned to it. State statutes require the District’s
deposits in financial institutions to be entirely covered by federal depository insurance or by
collateral held under a joint custody receipt issued by a bank within the State of Kansas, the

Federal Reserve Bank of Kansas City or the Federal Home Loan Bank of Topeka, except during
designated “peak periods” when required coverage is 50%. All deposits of the primary
government were legally secured at June 30, 2011.

At year-end the carrying amount of the District's (primary government’s) deposits, including
certificates of deposit, was $2,827,846.25. The bank balance and certificates of deposit was
$2,833,245.01. The difference between the carrying amount and the bank balance is
outstanding checks and deposits in transit. The bank balance was held by one bank, resulting
in a concentration of credit risk; however, certificates of deposit totaling $500,000.00 have been
issued through the Certificate of Deposit Account Registry Service (CDARS). Of the total
balance $750,000.00 was covered by FDIC insurance, $2,083,245.01 was collateralized by
pledged securities held by the pledging financial institution’s agents in the District’'s name.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE C - DEPOSITS AND INVESTMENTS (Continued)

Custodial credit risk — investments. For an investment, this is the risk that, in the event of the
failure of the issuer or counterparty, the District will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. State statutes
require investments to be adequately secured.

At June 30, 2011, the District had no investments.

NOTE D - INTERFUND TRANSFERS

Operating transfers were as follows:

Statutory
From To Authority Amount
General Vocational Education K.S.A. 72-6428 $ 243,297 .64
General Special Education K.S.A. 72-6428 565,505.00
General Bilingual Education K.S.A. 72-6428 5,000.00
General Professional Development K.S.A. 72-6428 10,000.00
General Virtual Education K.S.A. 72-6428 80,000.00
General At Risk (K-12) K.S.A. 72-6428 445,000.00
General At Risk (4-Yr. Old) K.S.A. 72-6428 20,000.00
General Capital Outlay K.S.A. 72-6428 100,000.00
Supplemental General Special Education K.S.A. 72-6428 20,148.77
Supplemental General At Risk (4-Yr. Old) K.S.A. 72-6428 20,000.00
Supplemental General At Risk (K-12) K.S.A. 72-6428 130,000.00
Supplemental General Parent Education K.S.A. 72-6428 9,500.00
Supplemental General Driver Training K.S.A. 72-6428 12,000.00
Supplemental General Vocational Education K.S.A. 72-6428 52,500.00
Title lIA Title | K.S.A. 72-6428 21,508.00
Title 11D Title | K.S.A. 72-6428 220.00

NOTE E - LONG TERM DEBT AND CAPITAL LEASES

During the year ended June 30, 2011, no long-term debt was outstanding.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE F - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees, and natural disasters for
which the District carries commercial insurance. Settlements of claims resulting from these
risks have not exceeded coverage in any of the past three fiscal years.

PLAN NOTE G - DEFINED BENEFIT PENSION

Plan description. The District contributes to in the Kansas Public Employees Retirement
System (KPERS), a cost-sharing multiple-employer defined benefit pension plan as provided by
K.S.A. 74-4901, et seq. KPERS provides retirement benefits, life insurance, disability income
benefits, and death benefits. Kansas law establishes and amends benefit provisions. KPERS
issues a publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to KPERS (611 S. Kansas,
Suite 100, Topeka, Kansas 66603) or by calling 1-888-275-5737.

Funding policy. K.S.A. 74-4919 establishes the KPERS member-employee contribution rate at
4% of covered salary. Members-employees’ contributions are withheld by their employer and
paid to KPERS according to the provisions of Section 414(h) of the Internal Revenue Code.
The State of Kansas is required to contribute the remaining amount necessary to achieve the
actuarially determined contribution rate. Kansas currently contributes 9.17% of covered payroll.
These contribution requirements are established by KPERS and are periodically revised.
Kansas’ contributions to KPERS for all Kansas public school employees for the years ending
June 30, 2011, 2010, and 2009 were $253,834,044, $248,848,186, and $242,277,363,
respectively, equal to the required contributions as set forth by the State legislature each year.
The amounts attributable to the District for the years ending June 30, 2011, 2010, and 2009
were $274,651, $318,961, and $307,668.

NOTE H — FLEXIBLE BENEFIT PLAN (I.R.C. SECTION 125)

The Board adopted a salary-reduction flexible benefit plan under Section 125 of the Internal
Revenue Code. All full time employees of the District are eligible to participate in the plan
beginning the first day of the month following employment. Each employee may elect to reduce
his or her salary to purchase benefits through the plan. Currently benefits offered through the
plan involve health insurance, cancer insurance, and advantage disability insurance.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE | - OTHER POST EMPLOYMENT BENEFITS

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the District makes health
care benefits available to former employees and eligible dependents. Certain requirements are
outlined by the federal government for this coverage. The premium is paid in full by the insured.
There is no cost to the District under this program.

NOTEJ - COMPENSATED ABSENCES

EMPLOYEE VACATION AND SICK PAY

All non-certified employees plus the Superintendent rendering service throughout the entire year
are eligible for vacation benefits varying from one (1) week vacation to four (4) weeks vacation.
Vacation benefits are determined based on years of employment. Unused vacation earned
during the current year may be carried past June 30, but must be used by the following
December 31%. After this date, the leave will be forfeited.

Each employee is entitled to one (1) day of sick leave for each month contracted plus one day.
Unused sick leave may accumulate to 50 days. The Board of Education will pay 100% of the
substitute teacher rate for loss of sick leave over 50 days. This amount will be paid in June
based on the current year's substitute rate for full time employees. Upon retirement, if the
employee has ten (10) years of continuous service to the School District and qualifies for
KPERS Retirement, the Board of Education will purchase unused sick leave at a rate based on
100% of the substitute teachers' rate of pay.

All full time personnel shall be entitled to three (3) days personal leave with pay per year. The
three days shall be used at the discretion of each employee, except that personal leave shall be
limited during the last two weeks of school and the duty day before or after a holiday. At the
end of the year, classified staff and special services employees will be compensated for unused
personal leave at the substitute daily pay rate. Payment will be included in the June payroll.
Personal leave will not accumulate.

The liability for accrued vacation and sick pay is not reflected on the financial statements.

Neither the actual or estimated amount of the liability could be reasonably estimated at
June 30, 2011. The cost of vacation and sick pay are recognized as expenditures when paid.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE K ~ USE OF ESTIMATES

The preparation of statutory basis financial statements required management to make estimates
and assumptions that affect the reported amounts of expenditures during the audit period,
encumbrances outstanding and disclosure of contingencies at the end of the audit period. Actual
results could differ from the estimates.

NOTE L— CONTINGENT LIABILITIES

Management of the District and its Legal Counsel are not aware of any litigation involving the
District at this time.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 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

Board of Education
Unified School District No. 436
Caney, KS 67333

We have audited the statutory basis financial statements of Unified School District No. 436, Caney,
Kansas, as of and for the year ended June 30, 2011, and have issued our report thereon dated
January 12, 2012. 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, and the
Kansas Municipal Audit Guide.

Internal Control Over Financial Reporting

in planning and performing our audit, we considered the District’s internal control over financial
reporting as a basis for designing our auditing procedures 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 over financial reporting. Accordingly, we do not express an opinion on
the effectiveness of the District’s internal control over financial reporting.

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 entity’s financial statements will not be prevented, or detected and
corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control
over financial reporting that might be deficiencies, significant deficiencies or material weaknesses.
We did not identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above. However, we identified certain deficiencies in internal
control over financial reporting, described in the accompanying Schedule of Findings and
Questioned Costs that we consider to be significant deficiencies in internal control over financial
reporting [Finding 2011-01). A significant deficiency is a deficiency, 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.
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Compliance and Other Matters

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

We noted certain other matters that we reported to management of the District in a separate letter
dated January 12, 2012.

This report is intended solely for the information and use of the Board of Education of the Unified
School District No. 436, Caney, Kansas, management, federal awarding agencies and pass through
entities and for filing with the State of Kansas, Division of Accounts and Reports and is not intended
to be and should not be used by anyone other than these specified parties. However, this report is a
matter of public record and its distribution is not limited.

Uenksg € “?’Yhab@

YE@EKES & MICHELS, CPA, LLC

January 12, 2012
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

Independent Auditor's Report

Board of Education
Unified School District No. 436
Caney, KS 67333

Compliance

We have audited Unified School District No. 436, Caney, Kansas’s compliance 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 June 30, 2011. The District's major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to
each of its major federal programs is the responsibility of the District's management. Our
responsibility is to express an opinion on the District’'s compliance based on our audit.

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, and the Kansas Municipal
Audit Guide. Those standards and OMB Circular A-133 require that we plan and perform the audit
o obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes 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. Our audit does not provide a legal determination on the District's compliance with those
requirements.

In our opinion, Unified School District No. 436, Caney, Kansas, complied, in all material respects,
with the compliance requirements referred to above that could have a direct and material effect on
each of its major federal programs for the year ended

June 30, 2011.
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internal Control Over Compliance

The management of Unified School District No. 436, Caney, Kansas, is responsible for establishing
and maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered the District’s internal control over compliance with requirements that could have a direct
and material effect on a major federal program to determine the auditing procedures for the purpose
of expressing our opinion on compliance and to test and report on internal control over compliance
in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the District’s internal control over compliance.

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.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

This report is intended solely for the information and use of the Board of Education of Unified School
District No. 436, Caney, Kansas, management, and federal awarding agencies and pass-through
entities and for filing with the State of Kansas, Division of Accounts and Reports and is not intended
to be and should not be used by anyone other than these specified parties. However, this report is a
matter of public record and its distribution is not limited.

[\esbos ¢ 7/)/)/1:’;@%)

YE\?«-:S & MICHELS, CPA, LLC

January 12, 2012
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2011

Expenditures
Agency: CFDA# (Statutory Basis)
U.S. Department of Education
Received Directly:
Indian Education 84.060 $ 96,250
Passed through the Kansas Dept. of Education:
Title | Cluster
Title |, Part A Grants to LEAs 84.010 $ 147,956
ARRA - Title |, Part A 84.389 11,841
Total Title | Cluster $ 159,797
Title lld Enhancing Ed. through Technology 84.318 $ 220
ARRA - SFSF Stabilization 84.394 105,552
ARRA - Education Jobs Fund 84.410 184,821
Advanced Placement 84.330 14,765
Charter Schools 84.282 200,378
Title lla Improving Teacher Quality 84.367 23,281
TOTAL U.S. DEPARTMENT OF EDUCATION $ 785,064
U.S. Department of Agriculture
Passed through the Kansas Dept. of Education:
Child Nutrition Cluster:
School Breakfast Program 10.553 $ 64,695
National School Lunch Program/
Cash for Commodities 10.555 209,629
Total Child Nutrition Cluster $ 274,324
TOTAL U.S. DEPARTMENT OF AGRICULTURE $ 274,324
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 1,059,388

NOTE: This schedule is presented on a basis of accounting which demonstrates compliance with
the cash basis and budget laws of Kansas. Cash receipts are recognized when the cash balance of
a fund is increased. Cash disbursements are recognized when the cash balance of a fund is
decreased. Expenditures include disbursements, accounts payable and encumbrances.

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2011

Section | - Summary of Auditor’'s Results

Financial Statements

Type of auditor’s report issued: Unqualified

Internal control over financial reporting:
o Material weakness(es) identified? _____yes X __no
¢ Significant deficiency(ies) identified? X __vyes no

Noncompliance material to financial
statements noted? yes X__no

Federal Awards

Internal control over major programs:
o Material weakness(es) identified? ___yes X __no
¢ Significant deficiency(ies) identified? ____yes X __no

Type of auditor’s report issued on compliance for major
programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with Section 510(a)
of OMB Circular A-1337 yes X __no

Identification of major program:

CFDA Numbers Name of Federal Program or Cluster
10.553 and 10.555 Child Nutrition Cluster
Dollar Threshold used to distinguish between
Type A and Type B programs: $ 300,000
Auditee qualified as low risk auditee? _ X yes _____no

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2011

Section Il — Financial Statement Findings

Finding 2011-01:

Statement of Condition: Due to auditing standards, we are required at a minimum to report a
significant deficiency on the operations of an entity that has a limited number of staff to perform
segregate duties, and properly review procedures as required in an ideal internal control
structure. In order to have ideal segregation of duties, the custody of assets, the authorization
of transactions involving those assets, and the recording of those transactions should all be
performed by separate individuals. In a small entity setting, it is very difficult to maintain ideal
segregation of duties. We considered this lack of segregation of duties to be a significant
deficiency under standards established by the American Institute of Certified Public
Accountants.

Status: Due to the limited size of the District’s staff, there is a lack of segregation of duties. At
this time, it may be cost prohibitive to increase staff in the Board office sufficiently to rectify this
situation. Current office staff and the Board of Education should, however, continually review
the opportunity to implement segregation of duties that will enhance the internal control
structure at a minimal cost to the District.

Recommendation: We recommend that the board, and administration continually review their
procedures for opportunities to increase the segregation of duties of the District as well as the
overall internal controls and oversight over the accounting functions. We recommend the Board
be aware of the importance of segregating the office duties in order to maintain a good internal
control structure that will aid in the prevention and detection of errors and irregularities whether
caused by fraud or human error.

View of responsible officials and corrective action plan: Management feels it would cost

prohibitive to hire additional personnel to correct this finding. Management and the Board are
continually working to mitigate this deficiency. See the Corrective Action Plan on page 56.

Section lll -~ Federal Award Findings and Questioned Costs

No matters reported.

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 436
CANEY, KANSAS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year Ended June 30, 2011

Finding 2010-01:

A lack of segregation of duties was considered to be a significant deficiency in the prior audit.
As the District does not feel is it economically feasible to employ another individual, this finding
remains unresolved and will be repeated as finding 2011-01.

Finding 2010-02:

In the prior audit period, it was found that the District had a material amount of idle funds during
two monthly periods, a violation of the cash management compliance requirement. The District
has implemented a policy of requesting funds only on a reimbursement basis to eliminate the
possibility of idle funds. This is in accordance with their Corrective Action Plan and the finding

has been sufficiently resolved.

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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CORRECTIVE ACTION PLAN

RE: Finding 2011-01

The Board and administration will continually review their procedures for opportunities to
increase the segregation of duties of the District as well as the overall internal controls and
oversight over the accounting functions. The Board is aware of the importance of segregating
the office duties in order to maintain a good internal control structure that will aid in the
prevention and detection of errors and irregularities whether caused by fraud or human error.

At this time, the Board feels it would be cost prohibitive to hire additional personnel to correct
this finding. Management and the Board are continually working to mitigate this deficiency.

/ Danny/lfulton Supeuntendent
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