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Chas. W. Carroll, P.A.

The Broadway Tower - Suite 805
114 E. Broadway ‘ Phone 580-234-5468
Fax 580-234-5425

INDEPENDENT AUDITOR'S REPORT

The Honorable Board of Education
Alex School District #I-56
Grady County, Oklahoma

I have audited the accompanying fund type and account group financial statements
of Alex School District #I-56, Grady County, Oklahoma, as listed in the Table of
Contents as combined financial statements, as of and for the year ended Junc 30,
2011. These financial statements are the responsibility of the District’'s
management . My respongibility dis to express an c¢pinion on these [inancial
statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in
the United States of BAmerica and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptreller General of
the United States. Those standards require that I 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 amocunts 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. I believe that my audit provides a reascnable basis for my

opinicn.

As described in Note 1, these financial statements were prepared in conformity
with the acceounting and financial reporting regulations prescribed or permitted
by the Oklahoma State Department of Rducation which differs from accounting
principles generally accepted in the United States of America. The effect on
the financial statements resulting from the use of this regulatory basis of
accounting and presentation as compared to accounting principles gepera’ iy
accepted in the United States of America cannot be reasonably determined, Lods

considered material.

In addition, the District has not maintained the cost of fixed assels purchased
in previous years and thus does not know the amounts that should be recorded in
the General Fixed Asset Account Group. Therefore, the General Fixed Assetl
Account Group has not been presented. This information is reguired under the
regulatory presentation prescribed by the Oklahoma State Department of

Education.

In my opinion, because of the effects of the matters discussed in the third
paragraph, the financial statements referred to above do not present fairly in
all material respects, in conformity with accounting principles generally
accepted in the United States of America, the respective financial position of
the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the Alex Schoel District #I-56, as
of June 30, 2011, and the respective changes in financial position thereof for

the year then ended.

PAGE Z



Independent Auditor’s Report
Alex School District #I-56
Page 2

In my opinion, except for the omission of the General Fixed Asset Account Group
results in an incomplete presentation as explained in the fourth paragraph, the
financial statements referred to above do present fairly, in all material
respects, the assets, liabilities, and equity arising from regulatory basis
transactions of each fund type and account group of Alex Schoecl District #I-56,
as of June 30, 2011, and the revenues collected and expenditures paid/expenses,
where applicable, for the year then ended on the regulatory basis of accounting

described in Note 1.

My audit was conducted for the purpcse of forming opinions on the fund type and
account group financial statements within the combined financial statements.
The c¢ombining fund statements, schedules, and schedule of expenditures of
federal awards, as listed in the Table of Contents under the other supplementary
information, are presented for purposes cof additional analysis, and are not a
required part of the basic financial statement of the District, Also, the
accompanying schedule of expenditures of federal awards 1s required by the U.S.
Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizaticns. Such information has been subjected
to the auditing procedures applied in the audit of the fund type and account
group financial statements within the combined financial statements and, in my

fairly presented in all material respects 1in relation o the
regulatory basis of

opinion, 1is
combined financial statements taken as a whole on the

accounting described in Note 1.

In accordance with Government Auditing Standards, I have also issued a report
dated January 30, 2012, on my consideration of the District’s internal control
over financial reporting and con my 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 my testing of
internal control over financial reporting and compliance and the results of the
testing, and not to provide an opinion. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the results of my audit.

Sincerely,

/// // //d’

Chas. W. Carroll P.A
January 30, 2012

PAGE 3



COMBINED FINANCIAL STATEMENTS
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Alex School District No.l-056, Grady County, Oklahoma
Combined Statement of Revenues Collected, Expenditures Paid and Changes in Fund Balances
Regulatory Basis - All Governmental Fund Types

For the Year Ending June 30, 2011

Totals
ST N (Memorandum
Governmental Fund Types Only)
Special Debt Capital June 30,
Revenue Collected: General Revenue Service Projecis 2011
Local Sources $ 491,038 §$ 66,408 % 158,369 $ 13§ 715,828
Intermediate Sources 52,281 0 0 0 52,281
State Sources 1,448,162 12,621 0 0 1,458,783
Federal Sources 447,835 110,764 0 0 558,599
Non-Revenue Receipts 95 0 0 0 95
Total Revenue Collected $§ 2437411 % 189,782 § 158,369 $ 13 § 2,785,585
Expenditures Paid:
Instruction $ 1,351,205 § 0% 0% 0% 1,351,205
Support Services 844,362 20,805 0 5413 870,581
Operation of Non-Instructional Services 0 152,848 0 0 152,848
Facitities Acquisition and Construction 15,000 15,000 0 0 30,000
Other Qutlays 0 0 0 0 0
Other Uses 0 G 0 0 0
Repayments 0 o 0 0 0
Interest Paid on Warrants and Bank Charges 1,371 0 0 0 1,371
Debt Service:
Principal Retirement 0 0 170,000 0 170,000
Interest and Fiscal Agent Fees 0 0 7,465 o 7,465
Total Expenditures Paid $ 2211938 % 188,654 % 177,465 § 5413 & 2,583,470
Excess of Revenues Collected Over (Under)
Expenditures Pald Before Adjustments to
Prior Year Encumbrances $ 225472 § 1,139 % (19,096} $ {5,400) $ 202,115
Adjustments to Prior Year Encumbrances 3 0% 0% 0% 0% 0
Other Financing Sources (Uses):
Esiopped Warrants $ 111 $ 111 & 03 0% 222
Bond Proceeds 0 0 ¢ G 0
Transfers in 415 24,693 0 G 25,108
Transfers Out (5,999) 0 0 0 {5,999)
Total Other Financing Sources (Uses} $ (5.473) $ 24804 % 0% 0% 18,331
Excess {(Deficiency) of Revenue Colfected
Over Expenditures Paid and Other Financing
Sources (Uses) $ 219,989 § 25942 § (19,096) § (5,400) $ 221,446
Fund Balance - Beginning of Year {32,424) 26,174 26,677 5,406 25,834
Fund Balance - End of Year % 187,575 & 52117 $ ' 7,582 $ 6 % 247,279

The notes to the financial statements are an integral part of this statement.

-5.
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Alex ISD No. 56, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2011

Note 1 - Summary of Significant Accounting Policies

The basic financial statements of the Alex Public Schools Independent District No. 56, Grady County,
Oklahoma (the “District”) have been prepared in conformity with an other comprehensive basis of
accounting as prescribed by the Oklahoma State Department of Edacation. The more significanl of
the District’s accounting policies are described below.

1.A. Reporting Entity

The District is & corperate body for public purposes created under Title 70 of the Oklahoma Statules
and accordingly is a separate entity for operating and financial reporting purposes.

The District is part of the public school system of Oklahoma under the general direction and contro}
of the State Board of Education and is financially dependent on the State of Okiahoma support. The
general operating authority for the public school system is the Oklahoma Schoo! Code contained in

Title 7¢, Oklahoma Statutes.

The governing body of the District is the Board of Education composed of elected members. The
appointed superintendent is the executive officer of the District.

In evalvating how 1o define the District, for financial reporting purposes, management has considered
all potential component units. The deciston (o include a potential component unit in the reporting
entity was made by applying the criteria established by the Governmental Accounting Standards Board
(GASB). The basic, but not the only, criterion for including a potential component unit within the
reporting entity is the governing body’s ability to exercise oversight responsibility. The most
significant manifestation of this ability is {inancial interdependency. Other manifestations of the
ability to exercise oversight responsibility include, but are not limited to, the sclection of governing
authority, the designation of management, the ability to significantly influence operations, and
accountability for fiscal matters. A second criterion used in evaluating potential component units is
the scope of public service. Application of this criterion involves considering whether the activity
benefits the District and Jor its citizens, or whether the activity is conducted within the geographic
boundaries of the District and is generally available to its patrons. A third criterion used {0 evaluate
potential component units for inclusion or exclusion from the reporting enlity is the existence of
special financing relationships, regardless of whether the District is able 10 exercise oversight
responsibilities. Based upon the application of these criteria, there are no polential component units
included in the District’s reporting entity. The District bas various supporting groups. However, the
District does not appoint any of the board members or exercise any oversight authority over these
groups and the doilar amounts are not material (o the District.

1.B. Fund Accounting

The District uses funds and account groups {o report on its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain district functions or activities.

A fund is a separate accounting entity with a self-balancing set of accounts. An account group, on the
other hand, is a financial reporting device designed to provide accountability for certain assets and
liabilities that are not recorded in the funds because they do not directly affect net expendable

available financial resources.

Funds are classified into three categories: governmenial, proprietary and fiduciary. Each category, in
iurn, is divided into separate "fund types.”



Alex ISD No. 56, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2011

Note 1 - Summary of Significant Accounting Policies, (continued)

1.B. Fund Accounting, Governmental Fund Types, (continued)

Governmental Fund Types

Governmental funds are used to account for all or most of a government's general activities,
including the collection and disbursement of carmarked monies (special revenue funds), the
acquisition or construction of general fixed assets (capital projects funds), and the servicing of
general long-term debt (debt service funds),

1. General Fund - The General Fund is used to account for ail financial transactions except
those required to be accounted for in another fund. Major revenues sources include state and local
property taxes and state funding under the Foundation and Incentive Aid Program.

Expenditures include all costs associated with the daily operations of the schools except for
programs funded for building repairs and maintenance, school construction and debt service on
bonds and other long-term debt. The general fund includes federal and state restricled monies that

must be expended for specific programs.

2. Special Revenue Funds - The Special Revenue Funds of the District consist of the Building
Fund and the Child Nutrition Fund,

Building Fund - The Building Fund consists of monies derived from property taxes levied for
the purpose of crecting, remodeling, or repairing buildings and for purchasing furniture and
equipment.

Child Nutrition Fund - The Child Nutrition Fund counsists of monies collected {rom meals
served to students and employees of the district and is expended on food, supplies and
salaries 1o operate the lunchroom. The district also deposils reimbursements received from
the National School Lunch and Breakfast programs into this fund.

3. Debt Service Fund - The debt service fund is the District's Sinking Fund and is used (o account
for the accumulation of financial resources for the payment of general long-term debt principal,
interest and related costs. The primary revenue sources are local property taxes levied specifically
for debt service and interest earnings from temporary investments,

4. Capital Projects Fund - The Capital Projects Fund consists of the Districts 2006 Combined
Purpose bond issues. These funds are used exciusively for acquiring transporlation equipment,
acquiring school sites, constructing and equipping new school facilities and renovating existing
facilities.

Fiduciary Fund Types

Fiduciary Funds are used to account for assets held on behalf of outside parties, including other
governments, or on behalf of other funds within the District, When these assets are held under the
terms of a formal trust agreement, trust funds are used for their accounting and reporting.  Agency
funds generally are used o account for assets that the District holds on behalf of others as their
agent and do not involve measurement of results of operations.



Alex ISD No. 56, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2011

Note 1 - Summary of Significant Accounting Policies, (continued)

1.B. Fund Accounting, (continued)

1. Agency Funds - The Agency Fund is the School Activities fund, which is used to account for
monies, collected principally through fundraising efforts of the students and District-sponsored
groups. The administration is responsible, under the authority of the Board, of collecting,
disbursing and accounting for these activity funds.

Account Groups

Account groups are nol funds and consist of a self-balancing set of accounts used only to establish
accounting control over long-term debt and general fixed assets not accounted for in proprietary

funds.

1. General long-term Debt Account Group - This account group is used to account for all
tong-term debt of the District, which is offset by the amount available in the debt service fund
and the amount to be provided in future years to complete retirement of the debt principal. It
is also used to account for liabilities for compensated absences and early retirement incentives,
which are to be paid from funds provided in future years.

2. General Fixed Asset Account Group - This account group is used to account for property,
plant and equipment of the District. The District does not have the information necessary (o

include this group in its combined financial statements.

Memorandum Only - Total Column

The total column on the general purpose financial statements is captioned "memorandum only™ to
indicate that it is presented only o facilitate financial analysis. Data in this column does not
present financial position, results of operations or cash flows in conformily with generally accepted
accounting principles. Neither is such data comparable to a consolidation. Interfund eliminations
have not been made in the aggregation of this data.

1.C. Basis of Accounting and Presentation

The District prepares its financial statements in a presentation format that is prescribed by the
Oklahoma State Department of Education. This format is essentiaily the generally accepted form of
presentation used by state and local governments prior to the effective date of GASB 34, Busic
Financial Statements-Management's Discussion and Analysis-for State and Local Governments. 'This
format significantly differs from that required by GASB 34.

The hasic financial statements are essentially prepared on a basis of cash receipts and disbursements
modified as required by the regulations of the Oklahoma State Department of Education (OSDE) as

{ollows;

e Fncumbrances represented by purchase orders, contracts, and other commitments for the
expenditure of monies and are recorded as expenditures when approved.

s Investments and inventories are recorded as assets when purchased.

e Capital assets in proprietary funds are recorded when acquired and depreciated over their useful
lives.

s Warrants payable are recorded as liabilities when issued.



Alex ISD No. 56, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2011

Note I - Summary of Significant Accounting Policies, (continued)
1.C. Basis of Accounting and Presentation, (continued)

¢ Long-term debt is recorded when incurred.
*  Accrued compensated ahsences are recorded as an expenditure and liability when the obligation is

incurred.

This regutatory basis of accounting differs from accounting principles generally accepted in the United
States of America, which require revenues to be recognized when they become available and
measurable, or when they are carned, and expenditures or expenses {o be recogrized when the related
liabilities are incurred for governmental fund types; and, when revenues are earned and iiabilities are

incurred for proprietary fund types and trust funds,

1.D. Budgets and Budgetary Accounting

The District is required by state law to prepare an annual budget. The board of education requests an
initial temporary appropriations budget from the county excise board before June 30. Then no later
than October 1, the board of education prepares financial stalement.and estimate of needs and files it
with the applicable county clerk and the State Department of Education. The final budget may be
revised upon approval of the board of education and the county excise board.

Under current Oklahoma Statutes, a formal budget is required for all funds except for trust and agency
funds. Budgets arc presented for all funds that include the originally approved budgeted
appropriations for expenditures and final budgeted appropriations as adjusted for supplemental
appropriations and approved transfers between budgel categories.

1.E. Assets, Liabilities and Fund Equity

Cash and Cash Equivalents —~ For purposes of the statement of cash {lows, the District considers all
cash on hand, demand deposits, and highly liquid investments, with an original maturity of three
menths or less when purchased, o be cash and cash equivalents.

Investments - Investments consist of direct obligations of the United States government and agencies
with maturities greater than three months when purchased. All investments are records at cost, which

approximated market value,

Property Tax Revenues — The District is authorized by state law to levy property taxes, which consist
of ad valorem faxes on real and personal property within the District. The County Assessor, upon
receipt of the certification of tax levies from the county excise board, extends the tax levies on the tax
roll for submission to the county (reasurer prior to October {. The county treasurer must commence
tax collection within fifteen days of receipt of the tax rolls. The first haif of taxes are due prior to

January 1. The second half is due prior to April 1.

If the first payment is not made timely, the entire tax becomes due and payable on January 2. Second
halfl taxes become delinguent on April 1 of the year following the year of assessment. If not paid by
the following October 1, the property is offered for sale for the amount of taxes due. The owner has
two years 1o redeen the property by paying the taxes and penalty owed. If at the end of two years the
owner has not done 50, the purchaser is issued a deed (o the property.

Inventories — The value of consumable inventories at June 30, 2011, is not material to the basic
financial statements.



Alex ISD No. 56, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2011

Note 1 - Summary of Significant Accounting Policies, (continued)

1.E.

Assets, Liabilities and Fund Equity, (continued)

' Compensated Absences - Vested or accumulated vacation leave that is expected to be liguidated with

L.F.

expendable available financial resources is reported as an expenditure and a fund liability of the
governmental fund that will pay it. There are no amounts of vested or accurnulated vacation Jeave that
are not expected 10 be lquidated with expendable available financial resources. Vested or
accumulaied vacation leave of proprietary funds is recorded as an expense and liability of those funds

as the benefits accrue to employecs.

No liability is recorded for nonvesting accumulating rights 1o receive sick pay benefits. Vested
accumulated rights Lo receive sick pay benefits have not been reported in the general long-term debt
account group since the amount is not material to the financial statements.

Long-Term Debt — Long-term debt is recognized as a liability of a governmental fund when due or
when resources have been accumulated in the debt service fund for payment early in the following
year. For other long-term obligations, only that portion expected to be {financed from expendable
available financial resources is reporied as a fund lability of a governmental fund. The remaining
portion of such obligations is reported in the general long-term debl account group. Long-term
liabitities expected 1o be financed from proprietary fund operations are accounted for in those funds.

Fund Balance ~ Fund balance represents the cash and imvestments not encumbered by purchase order,
legal contracts, and outstanding warrants.

Revenue, Expenses, and Expenditures

State Sources - Revenues from state sources for current operations are primarily governed by the state
aid formula under provisions of Article XVIII, Title 70, Oklahoma Statutes. The State Board of
Education administers the allocation of the state aid funds to school districts based on information

accumulated from the districts.

After review and verification of reports and supporting documentation, the State Department of
Education may adjust subsequent fiscal period allocations of money for prior year ervors disclosed by
review. Normally, such adjustments are ireated as reductions or additions of revenue of the year when

the adjustment is made.

The District receives revenue from the state to administer certain categorical education programs. The
State Board of Education rules require that revenue earmarked for these programs be expended only
for the program for which the money is provided. These rules also require that the money not
expended as of the close of the fiscal year be carried forward into the following year to be expended
for the same categorical programs. The State Departinent of Education requires that categorical
educational program revenues be accounted for in the general fund,

Interfund Transactions - Quasi-cxlernal iransactions are accounted for as revenues, expendiiures or
expenses. Transactions that constitute reimbursements to a fund or expenditures/expenses initially
made from it that are properly applicabie (o another fund, are recorded as expendituresfexpenses in the

fund that is reimbursed.




Alex ISD No. 56, Grady County
Notes To The Financial Statementis
For The Year Ended June 30, 2611

Note 1 - Summary of Significant Accounting Policies, (continued)

1.F. Revenue, Expenses, and Expenditures, (continued)
All other inierfund transactions, excepl quasi-cxternal transactions and reimbursements, arc reported

as transfers. Transfers in/transfers out may nol agree because activily fund transactions are not
included.

Note 2 — Deposit and Investment Risk

The District held the following deposits and investments at June 30, 201 1:

Carrying
Valve
Deposits:
Demand Deposits $446,438
Time Deposits 0
Total Deposils $446,438
Investments Other Than Certificates of Deposit: Fair Value Credil Rating Maturity Date
Total Investments .0

Reconciliation to the Combined Stalement of Asscts, Liabilities and Equity

Cash and Cash Equivalents $439,767
Activity Fund Outstanding Checks 0,671
Total Deposits and Investments $440,438

Custodial Credit Risk ~ Exposure 1o custodial credit related to deposits exists when the District holds
deposits that are uninsured and uncoliateralized; collateralized with sccurities held by the pledging
financial institution, or by its rust department or agend but not in the Dislrict’s name; or collateralized
without a written or approved collateral agreement. Exposure to custodial credit risk related to
investments exists when the District holds investments that arc uninsured and unregistered, with
securities held by the counterparty or by its trast department or agent but not in the District’s name.

The District’s policy as it relates to custodial credit risk is to secure ifs uninsured deposits with
collateral, valued al no more than markel value, at least at a level of 100 percent of the uninsured
deposits and accrued interest thereon. The investment policy and state law also limits acceptable
coltateral to U.S. Treasury and agency sccurities and direct debt obligations of the state, municipalities,
counties, and school districts in the state of Oklahoma, surety bonds, and letters of credit. As required
by Federal 12 U.S.C.A., Section 1823(e), all financial institutions piedging cotlaterat to the District must
have a written collateral agreement approved by the board of dircctors or loan committee.

At June 30, 2011, the District was not exposed 1o custodial credit risk as defined above.



Alex ISD No. 56, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2011

Note 2 — Deposit and Investment Risk, (continued)

Investment Credit Risk — The District has no investment policy that limits its investment choices other
than the limitations of state Jaw that generally authorize investment in:

1. Direct obligations of the U.S. Government, its agencies and instrumentalities to which the fuil faith
and credit of the U.S. Government is pledged, or obligations to the payment of which the full faith
and credit of the State is pledged.

2. Certificates of deposit of banks when such certificates of deposits are secured by acceptable
collateral for the deposit of public monies.

3, Savings accounts or saving cextificates to the extent that such accounts or certificates are fully
insured by the United States Government.

4. Repurchase agreements that have underlying collateral including obligations of the United States
government, its agencies and instrumentalities, or the State of Oklahoma.

5. County, municipal or schoo! district debt obligations for which an ad valorem tax may be levied.

6. Money market funds regulated by the SEC and in which investments consist of the investments
consist of obligations of the United Stales, its agencies and instrumentalities.

7. Warrants, bonds or judgments of the school district.

8. Qualified pooled investment programs through an interlocal cooperative agreement formed pursuant
to applicable law and to which the board of education has voted to be a member, the investments of
which consist of those items specified in paragraphs 1 through 7 above, as well as obligations of the
United States agencies and instrumentalities.

9. Any other investment that is authorized by law.

Investment credit risk is the risk that an issuer or other counterparty to an investment will not.fulfill its
obligation. The District has no formal policy limiting investments based on credit rating, but discloses
any such credit risk associated with their investment by reporting the credit quality ratings of investment
in debt securities as determined by nationally recognized statistical rating organizations-rating agencies-
as of the year end. Unless there is information to the contrary, obligations of the U.S. government or
obligations explicitly guaranteed by the U.S. government are not considered to have credit risk and do

not require disclosure of credit gquality.
The district had no investment credit risk as of June 30, 2011, as defined above.

Investment Interest Rate Risk - Interest rale risk is the risk that changes in interest rates will adversely
affect the fair value of an imvestment. The District does not have a formal investment policy that limits
investment maturitics as a means of managing its exposure to fair valuc losses arising from increasing
interest rates. The District discloses il exposure to interest rate risk by disclosing the maturity dates of
its various investments. The District had no investment interest raie risk as defined above.

Concentration of Investment Credit Risk — Exposure to concentration of credit risk is considered (o
exist when investments in any one issuer represent a significant percent of tolal investments of the
District (any over § percent are disclosed). Investments issued or explicitly guaranteed by the U.S.
government and investments in mutual funds, external investmenl pools, and other pooled investments
are excluded from this consideration. The District places no limit on the amount il may invest in any

one issuer.

At June 30, 2011, the District had no concentration of credit risk as defined above.

i3



Alex ISD No. 56, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2011

Note 3 - General Long-term Debt

State statutes prohibit the District from becoming indebted in an amount exceeding the revenue 1o be

received for any fiscal year without approval by the Districl's voters.

Bond issues have been

approved by the voters and issued by the District for various capital improvements and transportation
purposes, These bonds are required 1o be fully paid serially within 25 years from the date of issue.

General Jong-term debt of the District consists of bonds payable and capital lease purchases. Debt
service requirements for bonds are payable solely from the fund balance and future revenues of the

debt service fund.

The following is a summary of the long-term debt transactions of the District for the year ended June

30, 2011:
Bonds Capital Lease Compensated
Pavable Obligations Absences Total
Balance July 1, 2010 170,000 8,649 0] 178,049
Additions 0 92,099 0 92,099
Relirements 170,000 11,630 0 181,630
Balance, June 30, 2011 0 80,118 0 20,118

Interest expense on bonds payable incurred during the current year totaled $7.465.

The District has entered in to lease agreements as lessee for financing the acquisition of ag trailer

equipment and Baseball field lights and materials.

These lease agreements qualify as capital leases

for accounting purposes since litle transfers at the end of the lease terms and they have been recorded
at the present vatue of the future minimum lease payments. These leases contain a clause which gives
the District ability to terminate the lease agreements at the end of cach fiscal year.

As noted in Note 1 to the financial statements, the District does not record fixed assets in the financial
statements. Consistent with this, the District has not recorded the above assets as assets in the General
Fixed Assets Account Group. The District has recorded the liability for future lease payments in the

general long-term debt group for the above lease.

The schedule of future minimum lease payments under the capital lease and the present value of the
net minimem lease payments at June 30, 2011 is as follows:

Year Ending
June 30

2012
2013
2014
2015
2016

Total

Less: Amount Representing Interest

Present Value of Future Minimum Lease Payments b

Ag Trailer Baseball Field

Equipment Lights & Materials Total
3,750 30,000 33,750
3,750 16,425 20,175
3,750 16,425 20,175
3,750 15,941 19,691
$ 829 0 829
$ 15,826 % 78,791 % 94,620
(1,711) (3,791 (5,502)
14,118 & 75,000 % 89,118

14




Alex ISD No. 56, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2011

Note 4 - Employee Retirement System

Plan Description - The District participates in the state-administered Oklahoma Teachers' Retirement
System (the “System™) which is a cost-sharing multiple-employer defined benefit Public Employee
Retirement System, Under the System the District, the State of Oklahoma, and the participating
employees make contributions. Participation is required for all teachers and other certified employees
and is optional for all other regular employees of public educational institutions who work at least 20
hours per week. A participant’s date of membership is the date the first contribution is made to the
System. The System is administered by a board of trustees which acts as a fiduciary for investing the
funds and poverning the administration of the System. The district has no responsibility or authority
for the operation and administration of the System nor has it any liability, except for the current

contribution requirements.

The System issues an independent financial report, financial stalements and required supplementary
information that can be obtained in writing at the Teachers’ Retirement System of Oklahoma, P.O.

Box 53524, Okiahoma City, OK 73152 or by calling (403) 521-2387.

A participant with five years of creditable service may retire with a normal retirement allowance at the
age of sixty-two or with reduced benefits as early as age fifty-five. The normai retirement allowance
paid monthly for life and then to beneficiaries, if certain options are exercised, equals (wo percent or
the average of the highest three earning years of contributory service multiplied by the number of
years of credited service. A participant leaving employment before attaining retirement age, but
completing ten years of service, may elect to vest his accumulated contributions and defer receipt of a
retirement annuity until a Jater date. When a participant dies in aclive service and has completed ten
years of credited service, the beneficiary is entitled to a death benefit of $18,000, and the surviving
spouse may, in liew of the death benefit, elect to receive, subject to the surviving spousal options, the
participanU’s retirement benefits accrued at the time of death. The contribution rates for the Districts,
which are not actuarially determined, and its employees are established by statute and applied to the
employee’s earnings, plus employer-paid fringe benefits. The District is reguired by statute 1o
contribute 9.50% of applicable compensation for the year ended June 30, 2011. The District is
allowed by the Oklahoma Teacher’s Retirement System to make the required contributions on behalf
of the participating members, The required condribution for participating members is 7%.

The District’s contributions to the System for the years ending June 30, 2011, 2010, and 2009 were
$95,218, $127,144, and $125,080 respectively.

The compensation for employees covered by the System for the year ended June 30, 2011 was
$1,002,200; the District’s (otal compensation was $1,490,778.  In addition (o the District’s 9.50%
contributions, the District was required to pay into the System 6.50% of compensation arising from
federal grants ($6,799) and 9.50% of compensation arising from post retirement employees ($6,016).
There were $53,334 contributions made by employees during the year ended June 30, 2011

The pension benefit obligation is a standardized disclosure measure of the present vaiue of pension
benefits. This pension valuation method reflects the present value of estimated pension benefils that
will be paid in futore years as a resull of employee services performed to date and is adjusted for the
effect of projected salary increases. There are no actuarial valuations performed on individual school
districts. The nonfunded pension benefit obligation of the System as determined as part of the latest
actuarial valuation dated June 30, 2010, is as follows:

Total pension obligation % 19,980),640,592
Net assets available for benefits, at cost 9.566,683,405
Nonfunded pension benefit obligation $_10413.957,187




Alex ISD No. 56, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2011

Note 4 - Employee Retirement System, (continued)

The System’s accounting records are maintained on the cash basis of accounting, except for accruals
of interest income.

Ten-year historical trend information is presented in the Teacher’s Retirement Systern of Oklahoma
Annual Report for the year ended June 30, 2010. This information is useful in assessing the pension
plan’s accumulation of sufficient assets to pay pension benefits as they come due.

Amounts received or receivable from grantor agencies are subject 10 audit and adjustment by grantor
agency. Any disallowed claims, including amounts already collected, may constitute a liability of the
applicable funds. The amount, if any, of expenditures which may be disallowed by the grantor cannot
be determined at this time although the District expects such amounts, if any, to be immaterial.

Note 6 —~ Risk Management

The District is exposed to various risks of loss related (o torts, theft of, damage to, and destruction of
asscts, errors and omissions, injuries to employees, employees’ health and lHfe and natural disasters.
The District manages these various risks of loss through the purchase of commercial insurance.
Management believes such coverage is sufficient to preclude any significant uninsured losses to the
District. Settied claims have not exceeded this insurance coverage in any of the past three fiscal years.

Note 7 - Use of Estimates

The preparation of financial statements in conformity with the cash basis and budget laws of the
Okiahoma State Pepartment of Education requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the firancial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Note 8 ~ Budget Amendments
The General Fund budget was amended once during the year by filing a supplemental appropriation

with the county ¢lerk’s office. The supplemental appropriation was for $106,732,68. This increased
the original General Fund budget from $2,144,48%.86 10 $2,251,222.54,

Note 9 — Surety Bonds

The District has a surety bond with Liberty Mutual Ohio Casualty Bond that covers the following
employees/positions for the following amounts:

Jim Washburn/Superintendent $ 100,000
Debbie Allison/Encumbrance Clerk $ 5,000
Rose Barrington/Lunch Custodian $ 5,000
Rhonda Staggs/Secretary $ 5,000
Darrel Johnston/Treasurer $100,000
Judd Matthes/Athletic Director $ 5,000

The bond number 3862533 is renewed annually on September 1.
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Alex School District No.l-056, Grady County, Ckiahoma
Combining Statement of Assets, Liabilities and Cash Fund Balances
Regulatory Basis - All Special Revenue Funds
For the Year Ending June 30, 2011

Child Total
Building Nutrition June 30,

ASSETS Fund Fund 2011
Cash and Cash Equivalents $ 61,249 % 7,992 % 89,242
Investments 0 0 0
Total Assals & 61249 $ 7992 % 69,242

LIABILITIES AND FUND BALANCE

Liabilities:
Warrants Payable $ o % 2,126 & 2,125
Reserve for Encumbrances 15,000 0 15,000
Total Liabilities $ 15,000 $ 2125 § 17,125
Fund Balance:
Cash Fund Balance $ 46,249 $ 5,867 % 52,117
Total Fund Balance $ 46249 % 5867 § 52,117
Total Liabilities and Fund Balance $ 61,248 $ 7992 % 60,242

Exhibit A-1



Alex School District No.l-056, Grady County, Oklahoma
‘ombining Statement of Revenues Collected, Expenditures Paid and Changes in Fund Balance
Regulatory Basis - Special Revenue Funds
For the Year Ending June 30, 2011

Child Total
Building Nutrition June 30,
Fund Fund 2011
Revenue Collected:
Local Sources $ 66,401 $ 7% 66,408
Intermediate Sources 0 0 0
State Sources G 12,621 12,621
Federal Sources 0 110,764 110,764
Non-Revenue Receipts 0 0 0
Total Revenue Coffected $ 66,401 $ 123,392 § 189,792
Expenditures Paid:
Instruction 5 c 3% 0% 0
Support Services 20,805 0 20,805
Operation of Non-Instructional Services 0 152,848 152,848
Facilities Acquisition and Construction 15,000 0 15,000
Other Qutlays 0 0 0
Other Uses 0 0 0
Repaymenis 0 0 0
Interest Paid and Bank Charges G 0 0
Tolal Expenditures Paid $ 35,805 & 152,848 § 188,654
Excess of Revenues Collected Over (Under)
Expenditures Paid Before Adjustments to
Prior Year Encumbrances $ 30,595 § {29,457) § 1,139
Adjustments to Prior Year Encumbrances $ 0% 0% 0
Other Financing Sources (Uses):
Estopped Warrants 3 0% 111 § 111
Transfers In 0 24,693 24,693
Transfers Out 0 0 0
Total Other Financing Sources (Uses) $ 0% 24,804 $ 24,804
Excess {Deficiency) of Revenue Colfected
Over Expenditures Paid and Other Financing
Sources (Uses) $ 30,595 § (4,653) § 25,942
Fund Balance - Beginning of Year 15,654 10,5621 26,174
Fund Balance - End of Year $ 46,249 $ 5867 % 52,117

Exhibit A-2
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Alex School District No.l-056, Grady County, Oklahoma
Combining Assets, Liabilities and Fund Equity

ASSETS

Cash
investmenis

Total Assets

LIABILITIES AND FUND EQUITY

Liabitities:
Due To Activity Groups

Total Liabilities
Fund Equity:

Unreserved/Undesignated

Total Liabilities and Fund Equity

Activily Fund - Regulatory Basis
For the Year Ending June 30, 2011

Exhibit A-4

$

$

School
Activity
Fund

26,027
0

26,027

26,027

26,027

26,027



ACTIVITIES

Child Nutr Program
Athletics
Concessicns

FFA

FCCLA

Jr. Class

Litrary
Miscellaneous

Pep Club
Academic

Sr. Class
Yearbook

Athletic Store

TSA

Vending Machines
BPA

Elementary Activities
Student Gouncil
General Fund Refund
FCA

Athletic Vending
Vocal

Fagculty Activities

Alex School Scholarship

Total Activities

Alex School District No.l-056, Grady County, Oklahoma
Combining Statement of Changes in Assels and Liabilities
Regulatory Basis - Activity Fund

For the Year Ending June 30, 2011

Balance Balance

July 1, 2010 Additions Deletions June 30, 2011
$ 0% 18,694 § 18,694 §$ 0
6,585 32,681 38,031 1,235

10,328 27,004 24 932 12,400

819 15,068 15,322 563

117 5,722 4,934 905

670 1,750 1,080 1,340

1,075 2,205 2,936 344

53 2,101 1,977 176

354 2,052 2,260 146
78 468 546 (0)

4 &) 0 4

1,153 5,948 8,717 385

4 0 0 4

205 17,889 16,760 1,334

3,304 7.667 9,736 1,235
524 204 1,428 (0}

996 9,995 8,453 2,539

94 500 161 433

0 212 212 0

14 ¢ 0 14

1,466 991 621 1,837

146 387 533 o

77 535 571 41

957 1,092 957 1,092

$ 20023 % 153,863 & 156,859 ¢ 26,027

Exhibit A-5
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ALEX SCHOCL DISTRICT #I-56
GRADY COUNTY - OKLAHOMA
JULY 1, 2010 TO JUNE 30, 2011

STATE OF OKLAHOMA )
)
COUNTY OF GARFIELD )

The undersigned auditing firm of lawful age, being first duly sworn on oath
says that said firm had in full force and effect Accountant’ Professicnal
Liability Imsurance in accordance with the “Oklahoma Public Schcol Audit Law”
at the time of the audit contract and during the entire audit engagement with
the Alex School District #I-56, Grady County, Oklahoma, for the audit year
2010-11.

Chas. W,.Carroll, P.A.

.Aua;fing Firm

P hal
Subscribed and sworn to before me this,iﬁ’ day of ‘
2012.
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Chas. W. Carroll, PA.

The Broadway Tower - Suite 803
114 E. Broadway Phone 580-234-5468
Fax 580-234-5425

REPORT ON INTFERNAI, CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Board of Education
BAlex School District #I-56
Grady County, Cklahoma

Board Members:

T have audited the accompanying fund type and account group financial statements
of the BAlex School District #I-56, Grady County, Oklahoma, as Llisted in the
Table of Contents as combined financial statements as cof and for the year ended
June 30, 2011, and have issued my report thereon dated January 30, 201Z2. The
report on these financial statements was adverse because the District has
elected to prepare its financial statements in conformity with the accounting
and financial reporting regulations prescribed or permitted by the Oklahoma
State Department of Education, which is a material departure from .accounting
principles generally accepted in the United States of America. My opinion
regarding the presentation of the financial statements referred to above in
conformity with the prescribed basis of accounting was gualified due to a
departure related to general fixed assets. I conducted my 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.

Internal Contreol Over Financial Reporting
In planning and performing my audit, I considered the District’s internal

control over financial reporting as a basis for designing my auditing proceduras
for the purpose of expressing my opinion on the financial statements, bun o
for the purpose of expressing an opinion on the effectiveness of the Disioicr s
internal control over financial reporting. Accordingly, I do not express «n
opinion on the effectiveness of the District’s internal control over financial

reporting.

A control deficiency 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 misstatements on a timely basis. A significant
deficiency is a contreol deficiency, or combination of contrcl deficiencies, that
adversely affects the District's ability to 1initiate, authorize, recoxrd,

process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a reasonable possibility that
a misstatement of the District’s financial statements that 1s mere than
inconsecguential will not be prevented, or detected and corrected by the
District’s internal control on a timely basis.

A material weakness 1s a deficiency, or combination of deficiencieé, that
results in more than a reasonable possibility that a material misstatement of
the financial statements will not be prevented, or detected and corrected on &
timely baslis.
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INTERNAL CONTROL/COMPLIANCE REPORT
Alex Schocl District #I-56
rage Two

My consideration of internal control over financial reporting was for the
.

limited purpose described in the first paragraph of this section and would rnu
identify all deficiencies in the internal control that migh! &
significant deficiencies and, accordingly, would not necessarily disclose all
significant deficiencies that are also considered to be material weaknesses. I
did not identify any deficiencies in internal control over financial reporting

that T consider to be material weaknesses as defined above.

necessarily

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the District’s financial

statements are free of material misstatement, I performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncempliance with which could have a direct and material effect on

the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of my audit and,
accordingly, I do not express such an opinion. The results of my tests
disclosed no instances of noncompliance or other matters that are regulrad to e

reported under Government Auditing Standards.

T noted certain matters that we reported to management of Lthe District in
separate letter titled Current Year Audit Exceptions and Reconmendat Lo as

items B-1 and B-2.

The District’s response to the findings identified in my audit is described in
the accompanying school’s cerrective action plan. I did not audit the
District’s response and, accordingly I express nc opinion on it.

intended solely for the information and use of the board of

This report is
federal

education, Oklahoma  State Department of Education, and certailn
requlatory agencies and is not intended to be, and should not be used by anyone

other than these specified parties.
Sincerely,

o) el FF

Chas. W. Carrocll, P.A.
January 30, 2012
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ALEX SCHOOL DISTRICT #1-56
GRADY COQUNTY - OKLAHOMA
JULY 1, 2010 TO JUNE 30, 2011

DISPOSITION OF PRIOR YEAR FINDINGS
JUNE 30, 2011

There were no reportable conditions noted in the 2009~1C fiscal year.
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ALE¥X SCHOOL DISTRICT #1i-56
GRADY COUNTY - OKLAHOMA
JuLyYy 1, 2010 TC JUNE 30, 2011

SCHEDULE OF FINDINGS

Section 1 — Summary of Auditocor’s Results

No reportable conditions, either material or immaterial, were noted or brought
te my attention during the 2010-11 fiscal year.
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Chas. W. Carroll, P.A.

The Broadway Tower - Suite 805
114 E. Broadway Phone 580-234-5468
Fax 580-234-5425

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Honorable Beoard of Education
Alex Scheool District #I-56
Grady County, Oklahoma

Cempliance
I have audited the compliance of Alex School District #I-56, Grady County,

Oklahoma with the types of compliance requirements described in the U.8. Office
of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended June 30,
2011, The District’s majer 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 thoe
responsibility of the District’s management. My responsibility is to express
opinion on the District’s compliance based on my audit.

I conducted my audit of compliance in accordance with auditing standaris
generally accepted in the United States of America; the stendards applicable
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits ol
States, Local Governments, and Non-Profit Organizations. Those standards and

OMB Circular A-133 require that I plan and perform the audit to obtain
reasonable assurance about whether nconcompliance 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,
avidence about the District’s compliance with those reguirements and performing
such other procedures as I considered necessary in the circumstances. I believe
that my audit provides a reasonable basis for my opinion. My audit does not
provide a legal determination on the District's compliance with these

requirements.

In my opinion, Alex School District #I-56 complied, in all material respects,
with the requirements referred to above that are applicakle to each of its major
federal programs for the year ended June 30, 2011. The results of my auditing
procedures disclosed no instances of noncompliance with these requirements that
are required to be reported in accordance with OMB-Circular A-133.

Internal Control Over Compliance
The management of the District is responsible for establishing and maintaining

an effective internal control over compliance with reguirements of laws

regulations, contracts, and grants applicable to federal programs. in plan
and performing my audit, I considered the District’s internal cont:rol ov
compliance with requirements that could have a direct material effect cn a majm

federal program in crder to determine my auditing procedures [lor the purpose of
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Compliance/Internal Control Report (Federal)
Alex Schocl District #I-56
Page Two

expressing my cpinion on compliance, but not for the purpose of expressing an
opinicn on the effectiveness of internal contrel over compliance. Accordingly,
1 do not express an opinicn on the effectiveness of the District’s internal

control over compliance.

A control deficiency in the District’s internal control over compliance 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 noncompliance with & type of compliance requirement of a
federal program on a timely basis. A significant deficiency 1is a centrol
deficiency, or combination of control deficiencies, that adversely affects the
District's ability to administer a federal program such that there is a
reasonable possibility that noncompliance with a type of compliance requirement
of a federal program that is more than inconsequential will not be prevented, or
detected and corrected by the District’s internal control on a timely basis.

A material weakness is a deficiency, or combination of deficiencies, 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.

My consideration of internal control over compliance was for the limited purpose

described 1in the first paragraph of this sesction and would not necessarily
identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. I did not identify any deficiencies in

internal control over compliance that we consider to be material weaknesses, as

defined above.
This report is intended sclely for the information and use of the federal
awarding agencies and pass~through entities, scheol administration, others

within the organization, and the Schecol Board and is not intended to be and
should not be used by anyone other than these specified parties.

Sincerely,

AFhas. W, Carroll, P.A.
January 30, 2012
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ALEX SCHOOL DISTRICT #I-5%
GRADY COUNTY - OKLAHOMA
JULY 1, 2010 TC JUNE 30, 2011

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2011

T have audited the accompanying financial statements of Alex Schoel District
#1~56, Grady County, Oklahoma, as of and for the year ended June 30, 2011, and
have issued my report dated Januwary 30, 2012, which was adverse with respect to
GAAP prescribed basis and gualified for regulatory basis because of the omission
of fixed assets. My audit did not disclose any instances of non-compliance
which are material to those financial statements. In addition, I have issued an
unqualified opinion cencerning compliance reguirements described in the U.S.
Office of Management and Budget (OMB) Circular A-133 Cempliance Supplement that
are applicable to each of its major federal programs and no audit findings were

disclosed which are required to be reported.

audited are as follows: Child Nutrition Cluster and

The dollar threshold used to distinguish between
Type A and Type B programs is established at $300,000 or 3% (0.3) of the total
federal awards expended for Type A, other programs which are not labeled as Type
A are labeled as Type B. The District was determined to be a high-risk auditee.

The major federal programs
ARRA Stabilization Cluster.

No findings relating to the financial statements which are required Lo be
reported in accordance with GAGAS were noted or brought to my attention during

the 2010-11 fiscal year.

Ne findings and questioned costs relating to the financial statements and
federal awards as described in OMB Circular A~133 were noted or brought to my

attention during the 2010~11 fiscal year.
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ALEX SCHOOL DISTRICT #I-56
GRADY COUNTY -~ OKLAHOMA
JULY 1, 2010 TO JUNE 30, 2011

CURRENT YEAR AUDIT EXCEPTIONS AND RECOMMENDATIONS

Specific Administrative Controls

Internal Ceontrol

B-1 Activity Fund Revenue Procedures

During my examination of the Districts’ Activity Funds I found that ccllections
were not always presented to the fund custodian and deposited on a timely basis.

All revenue collected is to be receipted on pre-numbered, duplicate receipts as

collected and recorded in the ledger for a specific sub-account. Deposit of
shall be made

funds subject to the reguirements of school activity accounts
daily; however, 1f cummulative deposits total less than one hundred dollars
($100.00), a school district may provide for the depcsit of such funds not less

than one (1) time per week.

All teachers and sponsors and others receiving money for the scheol system
should be infermed that all money collected is to be turned inte the school

Activity Fund custodian as received.

A similar exception was presented in the previous years audit report.

B-2 Transfer of Appropriation

The District approved a transfer from the General Fund to the Child Nutrition
Fund during the 2010-11 fiscal year.

The General Fund can pay for expenses of the Child Nutrition Fund, and repayment
from the Child Nutrition Fund to the General Fund can be made with an approved

lecan agreement,

Transfers should not be made from District appropriated funds which receive tax
levy monies or Bond Funds except in specific instances.
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ALEX SCHCOL DISTRICT #I-56
GRADY COUNTY - OKLAHOMA
JULY 1, 2010 TO JUNE 30, 2011

PRIOR YEAR AUDIT EXCEPTIONS AND RECOMENDATIONS

ALl prior year audit exceptions have since been resclved unless they are
presented in Lhe current vyear audit exceptions and recommendations followed by
“A similar exception was presented in the previous years audit report”.
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