¥ Sensiba

Board of Directors
David Douglas School District

We have audited the financial statements of David Douglas School District (District) as of and for
the year ended June 30, 2025, and have issued our report thereon dated December 10, 2025.
Professional standards require that we advise you of the following matters relating to our audit.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated May 15, 2025 our responsibility, as described
by professional standards, is to form and express opinions about whether the financial statements
that have been prepared by management with your oversight are presented fairly, in all material
respects, in accordance with accounting principles generally accepted in the United States of
America (US GAAP). Our audit of the financial statements does not relieve you or management
of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to
obtain reasonable, rather than absolute, assurance about whether the financial statements are free
of material misstatement. An audit of financial statements includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control over financial reporting. Accordingly, as part of our audit, we considered
the system of internal control of David Douglas School District solely for the purpose of
determining our audit procedures and not to provide any assurance concerning such internal
control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures for the purpose of identifying other
matters to communicate to you.

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously
communicated to you.

We obtained an understanding of internal controls to assess the impact on determining the nature,
timing and extent of audit procedures, and we have established an overall materiality limit for
audit purposes. We conducted formal discussions among engagement team members to consider
how and where the financial statements might be susceptible to material misstatement due to
fraud or error.

We used this knowledge and understanding, together with other factors, to first assess the risk
that errors or fraud may cause a material misstatement at the financial statement level. The
assessment of the risks of material misstatement at the financial statement level provided us with
parameters within which to design the audit procedures for specific account balances and classes
of transactions.
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Our risk assessment process at the account-balance or class-of-transactions level consisted of:

- An assessment of inherent risk (the susceptibility of an assertion relating to an account
balance or class of transactions to a material misstatement, assuming there are no related
controls); and

- An evaluation of the design effectiveness of internal control over financial reporting and
our assessment of control risk (the risk that a material misstatement could occur in an
assertion and not be prevented or detected on a timely basis by the company's internal
control).

We then determined the nature, timing and extent of tests of controls and substantive procedures
necessary given the risks identified and the controls as we understand them.

In planning the audit, the materiality limit is viewed as the maximum aggregate misstatements,
which if detected and not corrected, would cause us to modify our opinion on the financial
statements. The materiality limit is an allowance not only for misstatements that will be detected
and not corrected but also for misstatements that may not be detected by the audit. Our
assessment of materiality throughout the audit was based on both quantitative and qualitative
considerations. Because of the interaction of quantitative and qualitative considerations,
misstatements of a relatively small amount could have a material effect on the current financial
statements as well as financial statements of future periods.

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm, have complied with all
relevant ethical requirements regarding independence.

Our independence policies and procedures are designed to provide reasonable assurance that our
firm and its personnel comply with applicable professional independence standards. Our policies
address financial interests, business and family relationships, and non-audit services that may be
thought to bear on independence. For example, without our permission no partner or professional
employee of Sensiba LLP is permitted to own any direct financial interest or a material indirect
financial interest in a client or any affiliates of a client. Also, if an immediate family member or
close relative of a partner or professional employee is employed by a client in a key position, the
incident must be reported and resolved in accordance with Firm policy. In addition, our policies
restrict certain non-audit services that may be provided by Sensiba LLP and requires audit clients
to accept certain responsibilities in connection with the provision of permitted non-attest services.

Significant Risks Identified

Under auditing standards, a significant risk is defined as an identified and assessed risk of
material misstatement that, in the auditors’ professional judgment, is close to the upper end of the
spectrum of inherent risk. As part of the risk assessment process, we are required to determine
whether any risks identified are significant risks. In exercising this judgment, we exclude the
effects of identified controls related to the risk, and consider the following area: risk of fraud;
whether the risk is related to recent significant economic, accounting, or other developments and,
therefore, requires specific attention; the complexity of transactions; whether the risk involves
significant transactions with related parties; the degree of subjectivity in the measurement of
financial information related to the risk, especially those measurements involving a wide range of
measurement uncertainty; and whether the risk involves significant unusual transactions
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We identified the following significant risks:

e Federal and state grant compliance and its impact on revenue recognition and related
receivables and unearned revenue
e Management override of internal controls is a presumed significant risk

Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A
summary of the significant accounting policies adopted by the District are included in Note 1
to the financial statements. New significant accounting policies include the implementation of
Governmental Accounting Standards Board (GASB) Statement 101, compensated absences.
This standard improves the accounting and financial reporting of compensated absences for
paid leave earned by employees such as vacation, sick leave, parental leave, military leave and
jury duty. Additionally, the District implemented GASB statement 102, certain risk disclosures
which requires governments to disclose vulnerabilities from concentrations or constraints that
could have a substantial financial impact. No matters have come to our attention that would
require us, under professional standards, to inform you about (1) the methods used to account
for significant unusual transactions and (2) the effect of significant accounting policies in
controversial or emerging areas for which there is a lack of authoritative guidance or
consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s current judgments. Those judgments are normally based on
knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
markedly from management’s current judgments.

The most sensitive accounting estimates affecting the financial statements are:

o The proportionate share of the net pension obligation unfunded actuarial liablity
related to the District’s participation in the Oregon PERS system, including estimated
deferred inflows and outflows expected to be included in pension expense in future
periods.

o The estimated actuarial liability related to the District’s other post-employment
benefits related to the implicit health insurance rate subsidy.

Unrealized gains and losses on investment securities

e Net present value of information technology contracts and leases required to be
reported as capital assets

e Compensated absence liability
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Management’s estimate of the pension obligation is based on an actuarial valuation provided
by Oregon PERS and audited by independent auditors engaged by Oregon PERS.
Management’s estimate of the implicit health insurance subsidy liability is based on an
actuarial valuation by an actuarial firm engaged by the District. We evaluated the key factors
and assumptions used to develop the estimates and determined that they are reasonable in
relation to the basic financial statements taken as a whole and in relation to the applicable
opinion units. The fair value of the investment securities is obtained from information
provided by US Bank.

GASB 101 requires management to estimate the amount of compensated absences liability to
be reported at year-end. This estimate involves the use of key assumptions and methodologies,
including employee leave balances, expected usage patterns, and applicable pay rates. The
most significant change with the new standard is that it replaces the leave-type-specific
approach of the previous standard with a unified model for recognizing and measuring all
types of compensated absences. This includes sick leave resulting in broader applicability and
significantly larger reported liabilities by using a more than likely than not approach to the use
of sick leave. As with all significant estimates, there is a degree of uncertainty inherent in the
process, and actual results may differ from those estimated.

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly sensitive
because of their significance to financial statement users. The most sensitive disclosures affecting
the District’s financial statements relate to the Oregon PERS unfunded pension liability, an
estimate described above, capital assets and obligations related to leases and information
technology contracts, the fair value of investments and the compensated absence liability as
described previously.

Significant Unusual Transactions

For purposes of this communication, professional standards require us to communicate to you
significant unusual transactions identified during our audit. No such transactions were
identified during the course of our audit.

Identified or Suspected Fraud

We have not found any fraud involving senior management or other fraud that causes a
material misstatement of the financial statements, no illegal acts came to our attention and
there were no disagreements with management or other serious difficulties encountered in
performing the audit.

Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the
performance of the audit.
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Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards also require us to accumulate all
known and likely misstatements identified during the audit, other than those that we believe are
trivial, and communicate them to the appropriate level of management. Further, professional
standards require us to also communicate the effect of uncorrected misstatements related to prior
periods on the relevant classes of transactions, account balances or disclosures, and the financial
statements as a whole and each applicable opinion unit. One uncorrected financial statement
misstatement, whose effects in the current and prior periods, as determined by management, are
immaterial, both individually and in the aggregate, to the financial statements taken as a whole,
was identified during the course of our audit. The error resulted in an immaterial misstatement of
property tax revenue and receivable in the amount of $27,176.

In addition, professional standards require us to communicate to you all material, corrected
misstatements that were brought to the attention of management as a result of our audit
procedures. There were no material misstatements identified as a result of our audit
procedures.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting,
or auditing matter, which could be significant to the District’s financial statements or the
auditor’s report. No such disagreements arose during the course of the audit.

Circumstances that Affect the Form and Content of the Auditor’s Report

For purposes of this letter, professional standards require that we communicate any circumstances
that affect the form and content of our auditor’s report. No such circumstances were identified.

Representations Requested from Management

As discussed above, the financial statements are the responsibility and property of management.
We have requested certain written representations from management, which are included in the
letter dated December 10, 2025.

Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no
consultations with other accountants regarding auditing and accounting matters. To our
knowledge, there were no such consultations with other accountants.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the District, we generally discuss a
variety of matters, including the application of accounting principles and auditing standards,
significant events or transactions that occurred during the year, operating and regulatory
conditions affecting the entity, and operational plans and strategies that may affect the risks of
material misstatement. None of the matters discussed resulted in a condition to our retention as
the District’s auditors.
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Internal Control

In planning and performing our audit of the financial statements of the District as of and for the
year ended June 30, 2025, in accordance with auditing standards generally accepted in the United
States of America, we considered the District’s internal control over financial reporting (internal
control) as a basis for designing audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control over financial reporting, 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. A reasonable possibility exists
when the likelihood of an event occurring is either reasonably possible or probable as defined as
follows:

* Reasonably possible - The chance of the future event or events occurring is more than
remote but less than likely.
* Probable - The future event or events are likely to occur.

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

Other Information Included in Annual Reports

Pursuant to professional standards, our responsibility as auditors for other information, whether
financial or nonfinancial, included in the District’s annual reports, does not extend beyond the
information identified in the audit report, and we are not required to perform any procedures to
corroborate such other information. However, in accordance with such standards, we have read
the information, and considered whether such information, or the manner of its presentation, was
materially inconsistent with its presentation in the financial statements.

Our responsibility also includes communicating to you any information which we believe is a
material misstatement of fact. Nothing came to our attention that caused us to believe that such
information, or its manner of presentation, is materially inconsistent with the information, or
manner of its presentation, appearing in the financial statements.

Sensiba.com



This communication is intended solely for the information and use of the Board of Directors, and
management of the District and is not intended to be and should not be used by anyone other than
these specified parties.

Respectfully,

st LLp

Sensiba LLP
Bend, OR
December 10, 2025
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