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Weare pleased to confirm our understanding of the servicesweareto providefor the Scurry-Rosser Independent School
District (the “ District”) for the year ended June 30, 2018. We will audit the financial statements of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information, including the related notes to the financial statements, which collectively
comprise the basic financial statements, of the District as of and for the year ended June 30, 2018.

Accounting standards generally accepted in the United States of America provide for certain required supplementary
information (RSI), such as management’ sdiscussion and analysis(MD& A), to supplement the District’ sbasic financial
statements. Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considersit to be an essentia part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. As part of our engagement, we will apply
certain limited procedures to the District’ s RSI in accordance with auditing standards generally accepted in the United
Statesof America. Theselimited procedureswill consist of inquiriesof management regarding the methods of preparing
theinformation and comparing the information for consistency with management’ s responsesto our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We will not
express an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidenceto express an opinion or provide any assurance. Thefollowing RSI isrequired by generally accepted
accounting principles and will be subjected to certain limited procedures, but will not be audited:

0 Management’s Discussion and Analysis

We have al so been engaged to report on other RSI and other supplementary information that accompaniesthe District’s
financial statements. Wewill subject thefollowing supplementary information to the auditing proceduresapplied in our
audit of thefinancial statementsand certain additional procedures, including comparing and reconciling suchinformation
directly to the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional proceduresin accordance with auditing standards generally accepted in the
United States of Americaand we will provide an opinion on it in relation to the financial statements as awhole.

Budgetary Comparison Schedule - General Fund

Schedule of the District’ s Proportionate Share of the Net Pension Liability- Teacher Retirement System
Schedule of District Contributions - Teacher Retirement System

Combining and Individual Fund Statements

Required TEA Schedules (DELETED text)

Schedule of Expenditures of Federal Awards
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Audit Objectives

The objective of our audit is the expression of opinions asto whether your financia statements are fairly presented, in
all material respects, in conformity with U.S. generally accepted accounting principles and to report on the fairness of
the supplementary information referred to in the second paragraphwhen consideredin relation to thefinancial statements
taken as awhole. The objective aso includes reporting on -

Q Internal control over financial reporting and compliance with the provisionsof laws, regulations, contractsand
award agreements, noncompliance with which could have a material effect on the financial statements in
accordance with Government Auditing Standards.

Q Internal control over compliance related to major programs and an opinion (or disclaimer of opinion) on
compliance with federal statutes, regulations, and the terms and conditions of federal awards that could have
adirect and material effect on each major program in accordance with the Single Audit Act Amendments of
1996 and Title2 U.S. Code of Federal Regulations(CFR) Part 200, Uniform Admini strative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance).

The Government Auditing Sandards report on internal control over financial reporting and on compliance and other
matters will include a paragraph that states that (1) the purpose of the report is solely to describe the scope of testing
of internal control and compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’ sinternal control or on compliance, and (2) the report is an integral part of an audit performed in accordance
with Government Auditing Standardsin considering internal control and compliance. The Uniform Guidance report on
internal control over compliancewill includeaparagraph that statesthat the purpose of thereport oninternal control over
complianceis solely to describe the scope of testing of internal control over compliance and the results of that testing
based on the requirements of the Uniform Guidance. Both reports will state that the report is not suitable for any other
purpose.

Our audit will be conducted in accordance with auditing standards generally accepted in the United States of America;
the standards for financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; the Single Audit Act Amendments of 1996; and the provisions of The Uniform Guidance, and will
includetests of accounting records, adetermination of major program(s) in accordance with The Uniform Guidance, and
other procedures we consider necessary to enable us to express such opinions. We will issue written reports upon
completion of our Single Audit. Our reports will be addressed to the Board of Trustees and Management. We cannot
provide assurance that unmodified opinionswill be expressed. Circumstances may arisein which it is necessary for us
to modify our opinionsor add emphasis-of-matter or other-matter paragraphs. If our opinionsare other than unmodified,
we will discuss the reasons with you in advance. If, for any reason, we are unable to complete the audit or are unable
to form or have not formed opinions, we may decline to express opinions or to issue reports, or we may withdraw from
this engagement.

Audit Procedures-General

Anauditincludesexamining, on atest basis, evidence supporting theamountsand disclosuresinthefinancial statements;
therefore, our audit will involve judgment about the number of transactions to be examined and the areas to be tested.
An audit also includes eval uating the appropriateness of accounting policies used and the reasonabl eness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.
We will plan and perform the audit to obtain reasonable rather than absolute assurance about whether the financial
statements are free of materia misstatement, whether from (1) errors, (2) fraudulent financial reporting, (3)
mi sappropriation of assets, or (4) violations of laws or governmental regulationsthat are attributabl e to the government
or to acts by management or employees acting on behalf of the government. Because the determination of abuse is
subjective, Government Auditing Standar ds do not expect auditors to provide reasonabl e assurance of detecting abuse.

Because of the inherent limitations of an audit, combined with the inherent limitations of internal control, and because
we will not perform a detailed examination of all transactions there is a risk that material misstatements or
noncompliance may exist and not be detected by us, even though the audit is properly planned and performed in
accordance with U.S. generally accepted auditing standards and Government Auditing Standards. 1n addition, an audit



is not designed to detect immaterial misstatements or violations of laws or governmental regulations that do not have
adirect and material effect onthefinancial statementsor major programs. However, wewill informthe appropriatelevel
of management of any material errors, any fraudulent financial reporting or misappropriation of assets that come to our
attention. We will aso inform the appropriate level of management of any violations of laws or governmental
regulations that come to our attention, unless clearly inconsequential, and of any material abuse that comes to our
attention. We will include such matters in the reports required for a Single Audit. Our responsibility as auditorsis
limited to the period covered by our audit and does not extend to any later periods for which we are not engaged as
auditors.

Our procedureswill includetestsof documentary evidence supporting thetransactionsrecorded inthe accounts, and may
includetests of the physical existence of inventories, and direct confirmation of receivablesand certain other assetsand
liabilities by correspondence with selected individuals, funding sources, creditors, and financial institutions. We will
request written representations from your attorneys as part of the engagement, and they may bill you for responding to
this inquiry. At the conclusion of our audit, we will require certain written representations from you about your
responsibilities for the financial statements, schedule of expenditures of federal awards; federal award programs;
compliance with laws, regulations, contracts, and grant agreements; and other responsibilities required by generally
accepted auditing standards.

Our audit will aso include the performance of certain audit procedures for the purpose of reviewing the accuracy of
fiscal information provided by the district through the Public Education Information Management System (PEIMS), as
required by Section 44.008(b) of the Texas Education Code.

Audit Procedures—Internal Controls

Our audit will include obtaining an understanding of the government and its environment, including internal control,
sufficient to assess the risks of material misstatement of the financial statements and to design the nature, timing, and
extent of further audit procedures. Tests of controls may be performed to test the effectiveness of certain controls that
we consider relevant to preventing and detecting errors and fraud that are material to the financial statements and to
preventing and detecting misstatements resulting from illegal acts and other noncompliance matters that have a direct
and material effect on the financial statements. Our tests, if performed, will be less in scope than would be necessary
to render an opinion on internal control and, accordingly, no opinion will be expressed in our report on internal control
issued pursuant to Government Auditing Standards.

Asrequired by the Uniform Guidance, we will perform tests of controls over compliance to evaluate the effectiveness
of the design and operation of controlsthat we consider rel evant to preventing or detecting material noncompliancewith
compliance requirements, applicableto each major federal award program. However, our testswill belessin scopethan
would be necessary to render an opinion on those controls and, accordingly, no opinion will be expressed in our report
on internal control issued pursuant to the Uniform Guidance.

An audit is not designed to provide assurance on internal control or to identify significant deficiencies or material
weaknesses. However, during the audit, we will communicate to management and those charged with governance
internal control related mattersthat are required to be communicated under AICPA professional standards, Government
Auditing Standards, and the Uniform Guidance.

Audit Procedures—Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we
will performtestsof the District’ scompliance with provisionsof applicablelaws, regulations, contractsand agreements,
including grant agreements. However, the objective of those procedures will not be to provide an opinion on overall
complianceand wewill not express such an opinionin our report on complianceissued pursuant to Gover nment Auditing
Sandards.

The Uniform Guidance requires that we also plan and perform the audit to obtain reasonable assurance about whether
the auditee has complied with federal statutes, regulations, and the terms and conditions of federal awards applicable
tomajor programs. Our procedureswill consist of tests of transactions and other applicable procedures described in the



OMB Compliance Supplement for the types of compliance requirements that could have a direct and material effect of
each of the Digtrict’s major programs. The purpose of these procedures will be to express an opinion on the District’s
compliance with requirements applicable to each of its major programsin our report on compliance issued pursuant to
the Uniform Guidance.

Other Services

We will also assist in preparing the financia statements, schedule of expenditures of federal awards, and related notes
of the District in conformity with U.S. generally accepted accounting principles and the Uniform Guidance based on
information provided by you. These nonaudit servicesdo not constitute an audit under Government Auditing Standards
and such services will not be conducted in accordance with Government Auditing Standards. We will perform the
servicesin accordancewith applicable professional standards. Theother servicesarelimited to thefinancial statements,
schedule of expenditures of federal awards, and related notes services previously defined. We, in our sole professional
judgment, reserve the right to refuse to perform any procedure or take any action that could be construed as assuming
management responsibilities.

M anagement Responsibilities

Management is responsible for (1) designing, implementing, establishing and maintaining effective interna controls,
including internal controlsover federal awards, and for eval uating and monitoring ongoing activities, to help ensurethat
appropriate goals and objectives are met; (2) following laws and regulations; (3) ensuring that there is reasonable
assurance that government programs are administered in compliance with compliance requirements; and (4) ensuring
that management and financial information is reliable and properly reported. Management is aso responsible for
implementing systems designed to achieve compliance with applicable laws, regulations, contracts, and grant
agreements. Y ou are also responsible for the sel ection and application of accounting principles; for the preparation and
fair presentation of the financial statements, schedule of expenditures of federal awards, and all accompanying
information in conformity with U.S. generally accepted accounting principles; and for compliance with applicable laws
and regulations(including federal statutes) and the provisions of contracts and grant agreements( including award
agreements). Y our responsibilities also include identifying significant contractor relationshipsin which the contractor
has responsibility for program compliance and for the accuracy and completeness of that information.

Management is also responsible for making al financial records and related information available to us and for the
accuracy and completeness of that information. You are also responsible for providing us with (1) access to all
information of which you are aware that is relevant to the preparation and fair presentation of the financial statements,
(2) accessto personnel, accounts, books, records, supporting documentation, and other information asneeded to perform
an audit under the Uniform Guidance, (3) additional information that we may request for the purpose of the audit, and
(4) unrestricted accessto personswithin the government fromwhom we determineit necessary to obtain audit evidence.

Y our responsibilitiesinclude adjusting the financial statements to correct material misstatements and confirming to us
in the management representation letter that the effects of any uncorrected misstatements aggregated by us during the
current engagement and pertaining to the latest period presented areimmaterial, both individually and in the aggregate,
to the financial statements as awhole.

Y ou are responsible for the design and implementation of programs and controls to prevent and detect fraud, and for
informing us about all known or suspected fraud affecting the government involving (1) management, (2) employees
who havesignificant rolesininternal control, and (3) otherswherethefraud could have amaterial effect on thefinancial
statements. Y our responsibilitiesincludeinforming us of your knowledge of any allegations of fraud or suspected fraud
affecting thegovernment receivedin communicationsfrom employees, former employees, grantors, regulators, or others.
In addition, you are responsible for identifying and ensuring that the government complies with applicable laws,
regulations, contracts, agreements, and grants. Management is also responsible for taking timely and appropriate steps
to remedy fraud and noncompliance with provisions of laws, regulations, contracts, and grant agreements, or abuse that
wereport. Additionally, asrequired by the Uniform Guidance, itismanagement’ sresponsibility to evaluate and monitor
noncompliance with federal statutes, regulations, and the terms and conditions of federal awards; take prompt action
when instances of noncompliance are identified including noncompliance identified in audit findings; promptly follow
up and take corrective action on reported audit findings; and prepare a summary schedule of prior audit findings and a
separate corrective action plan. The summary schedule of prior audit findings should be available for our review.

Y ou areresponsible for identifying all federal awards received and understanding and complying with the compliance
requirements and for the preparation of the schedule of expenditures of federal awards (including notes and noncash
assistance received) in conformity with the Uniform Guidance. Y ou agree to include our report on the schedule of



expenditures of federal awards in any document that contains and indicates that we have reported on the schedul e of
expenditures of federal awards. Y ou also agree to include the audited financial statementswith any presentation of the
schedule of expenditures of federal awards that includes our report thereon OR make that audited financial statements
readily available to intended users of the schedul e of expenditures of federal awards no later than the date the schedule
of expenditures of federal awardsisissued with our report thereon. 'Y our responsibilitiesinclude acknowledging to us
inthewritten representation | etter that (1) you are responsiblefor presentation of the schedul e of expenditures of federal
awards in accordance with the Uniform Guidance; (2) you believe the schedule of expenditures of federal awards,
including its form and content, is fairly presented in accordance with the Uniform Guidance; (3) the methods of
measurement or presentation have not changed from those used in the prior period (or, if they have changed, the reasons
for such changes); and (4) you have disclosed to us any significant assumptions or interpretations underlying the
measurement or presentation of the schedule of expenditures of federal awards.

You are also responsible for the preparation of the other supplementary information, which we have been engaged to
report on, in conformity with U.S. generally accepted accounting principles. Y ou agree to include our report on the
supplementary information in any document that contains and indicates that we have reported on the supplementary
information. You also agree to include the audited financial statements with any presentation of the supplementary
information that includes our report thereon OR make the audited financial statements readily available to users of the
supplementary information no later than the date the supplementary information isissued with our report thereon. 'Y our
responsibilities include acknowledging to us in the written representation letter that (1) you are responsible for the
presentation of the supplementary informationin accordancewith GAAP; (2) you believethe suppl ementary information,
including its form and content, is fairly presented in accordance with GAAP; (3) the methods of measurement or
presentation have not changed from those used in the prior period (or, if they have changed, the reasons for such
changes); and (4) you have disclosed to us any significant assumptions or interpretations underlying the measurement
or presentation of the supplementary information.

Management is responsible for establishing and maintaining a process for tracking the status of audit findings and
recommendations. Management is also responsible for identifying and providing report copies of previous financial
audits, attestation engagements, performance audits or other studies related to the objectives discussed in the Audit
Objectivessection of thisletter. Thisresponsibility includesrelaying to uscorrective actionstaken to address significant
findingsand recommendati onsresulting fromthose audits, attestation engagements, performanceaudits, or studies. You
are also responsible for providing management’ s views on our current findings, conclusions, and recommendations, as
well as your planned corrective actions for the report, and for the timing and format for providing that information.

Y ou agree to assume all management responsihilities relating to the financial statements, schedule of expenditures of
federal awards, and related notes, and any other nonaudit services we provide. You will be required to acknowledge
in the management representation letter our assistance with preparation of the financial statements, schedule of
expenditures of federal awards, and related notes and that you have reviewed and approved the financial statements,
schedule of expenditures of federal awards, and related notes prior to their issuance and have accepted responsibility for
them. Further, you agree to oversee the nonaudit services by designating an individual, preferably from senior
management, with suitable skill, knowledge, or experience; evaluate the adequacy and results of those services; and
accept responsibility for them.

Engagement Administration

JW. Lambright is the engagement partner and is responsible for supervising the engagement and signing the reports.
Webelieve that frequent and timely communication throughout the year reduces the problems that are often associated
with an annual audit. In addition, we have found that we can often assist clients on current problems asthey arise. We
hope you will call him whenever you feel that he can be of assistance.

At the conclusion of the engagement, we will complete the appropriate sections of the Data Collection Form that
summarizes our audit findings. It is management’s responsibility to electronically submit the reporting package
(including financia statements, schedule of expenditures of federal awards, summary schedule of prior audit findings,
auditors' reports, and a corrective action plan) along with the Data Collection Form to the federal audit clearinghouse.
We will coordinate with you the electronic submission and certification. If applicable, we will provide copies of our
report for you to include with the reporting package you will submit to pass-through entities. The Data Collection Form
and the reporting package must be submitted within the earlier of 30 calendar days after receipt of the auditors' reports
or nine months after the end of the audit period.

Wewill provide copies of our reportsto the District, however, management is responsible for distribution of the reports



and the financia statements. Unless restricted by law or regulation, or containing privileged and confidential
information, copies of our reports are to be made available for public inspection.

The audit documentation for this engagement is the property of Smith, Lambright and Associates, P.C. and constitutes
confidential information. However, subject to applicable laws and regulations, audit documentation and appropriate
individualswill be made available upon request and in atimely manner to the Texas Education Agency or its designee,
afederal agency providing direct or indirect funding, or the U.S. Government Accountability Office for purposes of a
quality review of theaudit, to resolve audit findings, or to carry out oversight responsibilities. Wewill notify you of any
such request. If requested, access to such audit documentation will be provided under the supervision of Smith,
Lambright & Associates, P.C. personnel. Furthermore, upon request, we may provide copies of selected audit
documentationto the aforementioned parties. Thesepartiesmay intend, or decide, to distribute the copiesor information
contained therein to others, including other governmental agencies.

The audit documentation for this engagement will be retained for aminimum of five years after the report rel ease or for
any additional period regquested by the aforementioned parties. If we are aware that a federal awarding agency, pass-
through entity, or auditee is contesting an audit finding, we will contact the party or parties contesting the audit finding
for guidance prior to destroying the audit documentation.

Our feesare based on the amount of timerequired at various|evel s of responsibility, plusactual out-of-pocket costssuch
as report reproduction, word processing, travel, etc. We estimate that our fee for this audit will be approximately
$16,000. Thisfeerepresentsthe significant additional time that is necessary to prepare thefinancia statementsthat are
required by GASB Statements Number 34, Number 68 and new Number 75 (effectivefor 2018) and the Risk A ssessment
Standards. We will notify you immediately of any circumstances we encounter which could significantly affect our
estimate. Thisfeeisalso based on the anticipated cooperation from your personnel and the assumption that unexpected
circumstanceswill not be encountered during theaudit. If significant additional timeisnecessary, wewill discussit with
you and arrive at a new fee estimate before we incur the additional costs.

Dueto the length of time from our preliminary audit work to the final Board approval of the completed audit report, in
part due to the extended procedures of GASB 34 and GASB 68, we have found that it will be necessary to implement
an interim billing process. We expect to submit progress billing statements to you in the following manner:

Completion of pre engagement planning and preliminary audit procedures 25%
Completion of field audit work 50%
Delivery of the completed audit report 25%

Government Auditing Standards require that we provide you with acopy of our most recent external peer review report
and any letter of comment, and any subsequent peer review reports and letters of comment received during the period
of the contract. Our 2015 peer review report accompanies this letter.

We appreciatethe opportunity to be of serviceto the District and believethisletter accurately summarizesthesignificant
terms of our engagement. |f you have any questions, pleaselet usknow. If you agree with the terms of our engagement
as described in this | etter, please sign the enclosed copy and return it to us.

Very truly yours,

M . 0?_0%..27\7&_ - D_M.ct_;niuzl P <
SMITH, LAMBRIGHT & ASSOCIATES,

P.C.

CERTIFIED PUBLIC ACCOUNTANTS

Athens, Texas

November 13, 2017



RESPONSE:

This letter correctly sets forth the understanding of the Scurry-Rosser Independent School District.

By:

Title:

Date:
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August 19, 2015

Marlin R Smith

Smith, Lambright & Assoc., P. C.
Po Box 912

Athens, TX 75751

Dear Mr. Smith:

It is my pleasure to notify you that on August 17, 2015 the Texas Society of CPAs 2015-16 Peer Review
Committee accepted the report on the most recent system peer review of your firm. The due date for your
next review is September 30, 2018. This is the date by which all review documents should be completed

and submitted to the administering entity.

As you know, the report had a peer review rating of pass. The Committee asked me to convey its
congratulations to the firm.

Sincerely,

Jerry L. Cross, CPA

Director, Peer Review
jeross@tscpa.net 800 428-0272
cc: Robert Michael Beam

Firm Number: 10095783 Review Number 373369

Letter ID: 1013658

14651 Dallas Parkway, Suite 700, Dallas, TX 75254-7408 « (972) 687-8500 + (800) 428-0272 » Fax (972) 687-8575
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CERTIFIED PUBLID ACCDUNTANTS
PHONE: (BOB) 747-3B06

FAX: (BOS6) 747-3815
8215 NASHVILLE AVENUE

LUBBOCK, TEXAS 79423-1954

System Review Report

July 15,2015

To the Owners,
Smith, Lambright & Assoc., P.C.
and the Texas Society of CPA’s Peer Review Committee

We have reviewed the system of quality control for the accounting and auditing practice
of Smith, Lambright & Assoc., P.C. (the firm) in effect for the year ended March 31,
2015. Our peer review was conducted in accordance with the Standards for Performing
and Reporting on Peer Reviews established by the Peer Review Board of the American
Institute of Certified Public Accountants. As a part of our peer review, we considered
reviews by regulatory entities, if applicable, in determining the nature and extent of our
procedures. The firm is responsible for designing a system of quality control and
complying with it to provide the firm with reasonable assurance of performing and
reporting in conformity with applicable professional standards in all material respects.
Our responsibility is to express an opinion on the design of the system of quality control
and the firm’s compliance therewith based on our review. The nature, objectives, scope,
limitations of, and the procedures performed in a System Review are described in the

standards at www.aicpa.org/prsummary.

As required by the standards, engagements selected for review included engagements
performed under the Government Auditing Standards.

In our opinion, the system of quality control for the accounting and auditing practice of
Smith, Lambright & Assoc., P.C. in effect for the year ended March 31, 2015, has been
suitably designed and complied with to provide the firm with reasonable assurance of
performing and reporting in conformity with applicable professional standards in all
material respects. Firms can receive a rating of pass, pass with deficiency (ies) or fail.
Smith, Lambright & Assoc., P.C. has received a peer review rating of pass.
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