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KERRY JOHN PATTEN, C.PA.

2101 N. Willow Ave.

Broken Arrow, OK 74012
Phone Number (918) 250-8838
FAX Number (918) 250-9853

Independent Auditot’s Report

The Honorable Board of Education
Brushy School District No. C-36
Seguoyah County, Oklahoma

Report on Financial Statemenis

[ have audited the accompanying combined fund type and account group financial statements — regulatory
basis of the Brushy School District No. C-36, Sequoyah Gounty, Oklahoma, as of and for the year ended
June 30,2013, as listed in the table of confents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with financial reporting provisions prescribed or permitfed by the Oklahoma State Department
of Education. Management is also responsible for the design, implementation, and maintenance of internal
confrol relevant io the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. | 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. Those standards require that [ plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amount and disclosures in the
financtal statements. The procedures selected depend on the auditor's judgment, including the
assessment of risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant io the entity's preparation
and fair presentation of the financial statements in order {o design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectivenass of the entity’s
internal control.  Accordingly, | express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financiai statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit
opinion.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As discussed in Note 1 (C) to the financial statemerits, the financial statements are prepared by the Brushy
School District No. C-36, Sequoyah County, Oklahoma, on the basis of the financial reporting provisions of
the Oklahoma State Department of Education, which a basis of accounting other than accounting principles
generally accepted in the United States of America

The effects on the financial statements of the variances bheiween the regulatory basis of accounting
described in Note 1 (C) and accounting principles generally accepted in the United States of America,
although not reasonably determinable, are presumed to be material. :

.I



Adverse Opinion on U.S. Generally Accepted Accounting Principles

In my opinion, because of the significance of the matter discussed in the "Basis for Adverse Opinion on
U.S. Generally Accepted Accounting Principles” paragraphs, the financial statements referred to in the first
paragraph do not present fairly, in accordance with accounting principles generaily accepted in the United
States of America, the financial position of Brushy School District No. C-38, Sequoyah County, Oklahoma
as of June 30, 2013, or the revenues, expenses, and changes in financial position for the year then ended.

Basis for Qualified Opinion on Regulatory Basis of Accounting

The financial statements referred to in the first paragraph do not include the general fixed asset account
group, which is a departure from the regulatory basis of accounting prescribed or permitted by the
Oklahoma State Department of Education. The amount that should be recorded in the general fixed asset
account group is not knowr.

Qualified Opinion on Regulatory Basis of Accounting

In my opinion, except for the effects of the maiter described in the "Basis for Quatified Opinion on
Regulatory Basis of Accounting” paragraph, the financial statements referred to in the first paragraph
present fairly, in all material respects, the assets, liabilities, and fund balances arising from regulatory basis
transactions of each fund type and account group of Brushy School District No. C-36, Sequoyah County,
Ckiahoma, as of June 30, 2013, and the revenues collected and expenditures paid and encumbered for
the year then ended, on the regulatory basis of accounting described in the Note 1 (C).

Other Matters
Other Information

My audit was conducted for the purpose of forming opinions on the fund type and account group financial
statements within the combined financial statements. The combining fund statements-reguiatory basis,
and other schedules as listed in the table of contents, under supplementary information, are presented for
purposes of additional analysis and are not a required part of the combined financial statements of the
District. The Schedule of Expenditures of Federal Awards is presented for additional analysis as required
by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Nonprofit Organizations and/or the Oklahoma State Department of Education, and is not a required part of
the combined financial statements.

The combining financial statements-regulatory basis, and other schedules as listed in the table of contents,
under supplementary information and the Schedule of Expenditures of Federal Awards are the
responsibility of management and were derived from and relate directly to the underlying accounting
records used to prepare the combined financial statements. 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 other additional procedures, including comparing and reconciting such
information directly to the underlying accounting and other records used fo prepare the combined financial
statements, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In my opinion, the supplementary infoermation including the Schedule of
Expenditures of Federal Awards are fairly stated in all materiat respects in relation to the combined
financial statements taken as a whole on tha regulatory basis of accounting described in Note 1 (C).

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated March 7, 2014,0n
my consideration of Brushy School District No. C-38, Sequoyah County, Oklahoma's, internal control over
financial reporting and on my iests of its compliance with certain provisions of laws, regulaiions, 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 that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Audifing Standards and should be considered in
assessing the results of my audit.

March 7¢2014



COMBINED FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS



BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH GOUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS ~ REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

Summary of Significant Accounting Policies

The accompanying financial statements of the Brushy School District No. C-36 (the "District”) conform to
the regulatory basis of accounting, which is an other comprehensive basis of accounting prescribed by the
Oklahoma State Department of Education and conforms to the system of accounting authorized by the
State of Oklahoma. Accordingly, the accompanying financial staiements are not intended to present
financial position and resuits of operations in conformity with accounting principles generally accepted in
the United States of America. The District’'s accounting policies are described in the following notes that
are an integral part of the District’s financial statements. .

A.  Reporting Enfity

The District is a corporate hody for public purposes created under Title 70 of the Oklahoma Statutes 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 control of the State Board of Education
and is financially dependent on the State of Oklahoma. The general operating authority for the public
school system is the Oklahoma School Code contained in Title 70, 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 evaluating how to define the District, for financial reporting purposes, management has considered alt
potential component units. The decision to 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 financial interdependency. Other manifestations of the ability to exercise oversight responsibility
include, but are not limited to, the selection 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/or 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 to evaluate potential component units for inclusion or exclusion from the reporting entity is the
existence of special financing relationships, regardless of whether the District is able to exercise oversight
responsibilities. Based upon the application of these criteria, there are no potential component units
included in the District's reporting entity. These statements present only the activities of the District.

B. Measurement Focus

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

A fund is an independent accounting entity with a self-balancing set of accounts. The account groups are
financial reporting devices designed to provide accountability for certain assets and liabilities that are not
recorded directly in the funds.

Funds are dlassified into three categories: governmental, propristary and fiduciary. Each category, in turn,
is divided into separate “fund types.” The District has the following fund types and account groups:

Governmental Funds

Governmental funds are used to account for all or most of a government's general activities, including the
collection and disbursement of earmarked monies (special revenue funds), the acquisition or construction
of general fixed assets (capital project funds), and the servicing of general long-term debt (debt service
funds). Basis of accounting relates to the timing of the measurements made, regardiess of the
measurement focus applied. All governmental type funds are accounted for using the Regulatory
(Statutory) basis of accounting. All revenues from all sources, including property taxes, entiflements,
grants, and shared revenues are recognized when they are received, rather than eamed. Expenditures
are generally recognized when encumbered or reserved, rather than at the time the related liability is
incurred. Unmatured interest for debt service is recognized when due and certain compensated
absences and claims and judgments are recognized when the obligations are expected to be liquidated

6



BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS ~ REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

Summary of Significant Accounting Pc_rlicies {(continued)

with expendable, available financial resources. Fiduciary type funds are accounted for using the cash
basis of accounting. These practices differ from accounting principles generally accepted in the United
States of America.

General Fund — The general fund is used o account for all financial transactions except those required to
be accounted for in another fund. Major revenue sources include local property taxes and federal and
state funding. Expenditures include all costs associated with the daily operations of the schools, except for
programs funded for building repairs and maintenance, schoo! construction and debt service on bonds and
other long-term debt. The general fund includes federal and state restricted monies that must be
expended for specific programs.

Special Revenue Fund — The special revenue funds are used for proceéds of specific revenue sources that
are legally restricted to expenditures for specified purposes.

Building Fund — The building fund consists mainly of monies derived from property taxes levied for the
purpose of erecting, remedeling, repairing or maintaining school buildings and for purchasing
furniture, equipment and computer software fo be used on or for technology center property, for
paying energy and utility costs, for purchasing telecommunications services, for paying fire and
casualty insurance premiums for center facilities, for purchasing security systems, and for paying

salaries of security personnel. :

Child Nutrition Fund — The child nutrition fund consists of revenues from local coliections, state, and
federal sources used to benefit the food service program.

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

Fiduciary Funds
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 trust agreement, frust funds are used for their accounting and reporting. Agency funds generally are
used to aceount for assets that the District holds on behalf of others as their agent and do not involve

measurement of results of operations,

Agency Funds — The agency fund is the school activities fund, which is used to account for monies,
collected principafly through fundraising efforts of the students and District-sponsored groups. The
administration is responsible, under the authority of the Board, for collecting, disbursing, and
accounting for these activity funds. :

Account Groups

Account groups are not funds and consist of a self-batancing set of accounts used only to establish
accounting control over long-term debt and general fixed assets.

General Long-Term Debt Account Group — This account group was established fo account for all
long-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.

General Fixed Asset Account Group — This account group is used to account for property, plant, and
equipment of the school district. The District does not maintain the information necessary to include
this group in its combined financial statements. :




BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS — REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

Summary of Significant Accounting Policies {continued)

. Basis of Accounting and Presentation

The District prepares its financial statementis in a presentation format that is prescribed by the Oklahema
State Department of Education. This format is essentially the generally accepted form of presentation
used by state and local governments prior to the effective date of GASB Statement No. 34, Basic Financial
Statements-Management’s Discussion and Analysis-for State and Local Governments. This format
significantly differs from that required by GASB 34.

The basic financial statements are essentially prepared on a basis of cash receipts and disbursements
1Engdiﬁed as required by the regulations of the Oklahoma State Department of Education (OSDE) as
OLOWS!
» Encumbrances represented by purchase orders, contracts, and other commitments for
the expenditure of monies and are recorded as expenditures when approved.
Investments are recorded as assets when purchased,
Warrants payable are recorded as liabilities when issued.
Long-term debt is recorded when incurred.
Compensated absences are recorded as an expenditure when the obligation is paid.
Fixed Assets are recorded in the General Fixed Asset Account. Fixed assets are not
depreciated.

This regulatory 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 earned, and expenditures or expenses to be recognized when the related liabilities are
incurred for governmental fund types; and, when revenues are earned.

D. Budgets.and Budgetary Accounting

Prior to July 1 each year, the governing board of the school district prepares a verified application showing
the needs of the school district and submits the application to the County Excise Board, who makes
temporary appropriations for lawful current expenses of the school district. The temporary appropriations
are merged with the annual appropriations when the annual budget for the school district is finally
approved. :

Prior to October 1 each year, the school Board of Education must make a financial statement, showing the
true fiscal condition of the school as of the close of the previous fiscal year ended June 30, along with an
itemized statement of estimated needs and probable income from all sources for the fiscal year.

A budget is legally adopted by the Board of Education for the general fund and special revenue fund(s) of
the school disfrict.

Encumbrances represent commitments to unperformed contracts for goods or services, Encumbrance
accounting — under which purchase orders and other commitments of resources are recorded as
expenditures of the applicable fund — is utilized in all governmental funds of the District. Under Cklahoma
Law, unencumbered appropriations lapse at the end of the year.

E. Assets, Liabiliies and Fund Equity

Memorandum Oniy — Total Column

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

Cash — Cash consists of cash on hand, demand deposit accounts, and interest bearing checking accounts.



BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS — REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

Summary of Significant Accounting Policies (continued)

Investments — State statutes govern the District's investment policy. Permissible investments include
direct obligations of the United States Government and Agencies; certificates of deposit of savings and
loan associations, and bank and trust companies; and savings accounts ot savings certificates of savings
and loan associations, and trust companies. Collateral Is required for demand deposits and certificates of
deposit for all ameunts not covered by federal deposit insurance. Investments are stated at cost.

Inventories — Inventories consist of minimal amounts of expendéb]e supplies held for consumption. The
value of consumable inventories at year-end is not material to the District’s financial statements. The costs
of inventgries are recorded as expenditures when encumbered and purchased, rather than when
consumea.

Compensated Absences — Vested or accumulated vacation leave that is expected to be liquidated with
expendable, available financial resources is reported as expenditure and a fund liability of the
governmental fund that will pay it. There are no amounts of vested or accumulated vacation leave that are
not expected to be liquidated with expendable, available financial resources. Vested or accumulated
vacation leave of proprietary funds is recorded as an expense and fiability of those funds as the benefits
accrue o employees.

No liability is recorded for non-vesting accumulating rights to receive such pay benefits. Vested
accumulated rights to receive sick pay benefits have been reported in the general long-term debt account
group since none of the vested sick leave is expected to be liquidated with expendable, available financial
fesources.

Fixed Assets — The District has not maintained a record of its general fixed assets, and, accordingly, a
General Fixed Asset Account Group is not included in the financial statements. General fixed assets
purchased are recorded as expenditures in the various funds at the time of purchase.

Long-Term Debt — .ong-term debt is recognized as a liability of a governmental fund when due or when
resolrces 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 reported as a fund liability of a governmental fund. The remaining portion of such obligations
is reported in the general long-term debt account group.

Cash Fund Balance — Cash fund balance represents the funds not encumbered by purchase order, legal
contracts, and outstanding warrants.

F. Revenues, Expenses and Expenditures

Local Revenues —~ Revenue from local sources is revenue produced within the school district, which
includes ad valorem taxes. |t is available for current educational expenses and for other purposes
authorized by the scheol beoard.

The District is authorized by state law to levy property taxes, which consist of ad valorem taxes 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 treasurer
prior to October 1. The county treasurer must commence tax collection within fifteen days of receipt of the
tax rolls. The first half of the tax is 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 half
taxes become delinquent on April 1 of the year following the year of assessment. If taxes are delinquent
and unhpaid for a period of three years or more the real estate may be sold for such taxes.

intermediate Revenues — Revenue from intermediate sources is revenue from funds collected by an
intermediate administrative unit or political sub-division, such as a county or municipality, and redistributed
to the school district. .

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




BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS — REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

Summary of Significant Accounting Policies {continued)

After review and verification of reports and supporting documentation, the State Department of Education
may adjust subsequent fiscal period alfocations of money for prior year errors disclosed by review.
Normally, such adjustments are treated 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 educational programs. 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 Department of Education requires that categorical educational program revenues be
accounted for in the general fund.

Federal Revenues — Revenue from Federal sources is money originating from the Federal government and
made available to the school district either as direct grants or under various programs passed-through the
State Department of Education.

The Federal government also makes payments to school districts whose revenues are adversely affected
by the presence of Federal activities. Although these payments are made in consideration of lost property
tax revenue, the Oklahoma State Department of Education advocates classifying such amounts as
revenue from Federal sources,

Instruction Expenditures — Instruction expenditures include the activities dealing directly with the interaction
between teachers and students. Teaching may be provided for students in a school classroom, in another
location, such as a home or hospital, and In other learning situations, such as those involving co curricular
activities. It may also be provided through some other approved medium, such as television, radio,
telephone and correspondence. Examples of expenditures that might be included here are the activities of
teacher assistant of any type (clerks, graders, teaching machines, etc.), which assist in the instructional
process, The activities of tutors, translators, and interpreters would be recorded here. Department
chairpersons who teach for any portion of time are included here. Tuition/transfer fees paid to other LEAs
would be included here.

Support Services Expenditures — Support services expenditures provide administrative, technical (such as
guidance and health) and logistical support to faciiitate and enhance instruction. These services exist as
adjuncts for fulfitling the objective of instruction, community services and enterprise programs, rather than
as entifles within them. :

Operation__of Non-InstructionalServices Expenditures — Activities concerned with providing nor-
instructional services to students, staff, and the community.

Facilities Acquisition and Censtruction Services Expenditures — Consist of activities involved with the
acquisition of fand and buildings; remodeling buildings; the construction of buildings and additions to
buildings; initial installation or extension of service systems and other built-in equipment; and improvement
{0 sites. :

Other Outlays Expenditures — A number of outlays of governmental funds are not properly classified as
expenditures, but still require budgetary or accounting control. These are classified as Other Outlays.
These include debt service payments (principal and inferest).

Other Uses Expenditures — This includes scholarships provided by private gifts and endowments; student
aid and staff awards supported by outside revenue sources (i.e., foundations). Also, expenditures for self-
funded employee benefit programs administered either by the District or a third party administrator.

Repayment Expenditures ~ Repayment expenditures represent checks/warrants issued to outside
agencies for refund or resiricted revenue previously received for overpayments, non-qualified
expenditures, and other refunds to be repaid from District funds.

Interfund Transactions -- Quasi-external transactions are accounted for as revenues, expenditures or
expenses. Transactions that constitute reimbursements to a fund or expenditures/expenses initially made
from it that are properly applicable to another fund, are recorded as expenditures/expenses in the fund that
is reimbursed.
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BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS — REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

Summary of Significant Accounting Policies {continued)

All other interfund transactions, except quasi-external transactions and reimbursements, are reported as
transfers. Nonrecurring or nonroutine permanent transfers of equity are reported as residual equity
transfers.

Budgetary {nformation

Under current Oklahoma Statutes, a formal Estimate of Needs (Budget) is required for all funds except for
trust and agency funds. Budgets are 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 budget categories. The annual Estimate of Needs, when
approved by the Board and subsequently filed with the County Clerk and approved by the County Excise
Board, becomes the legal budget. Supplemental appropriations, if required, were made during the year
and are reflected on the budget vs. actual presentations shown included in supporting schedules.

Deposit Categories of Credit Risk

Coliateral is required for demand deposits and certificates of deposit for all amounts not covered by federal
deposit insurance. The District’s investment policies are governed by state staiute. Permissible
investments include:

1. Direct obligations of the United States Government to the payment of which the full faith and credit
of the government is pledged.

2. Obligations to the payment of which the full faith and credit of the state is pledged.

3. Certificates of deposits of banks when such certificates of deposits are secured by acceptable
collateral as in the deposit of other public monies.

4. Savings accounts or savings certificates of savings and loan associations to the extent that such
accounts or certificates are fully insured by the Federal Savings and Loan Insurance Corporation.

5. Repurchase agreements that have undetlying collateral consisting of those items specified in
paragraphs 1 and 2 of this section including obligations of the United States, its agencies and
instrumentalities, and where collateral has been deposited with a trustee of custodian bank in an
irrevocable trust or escrow account established for such purposes.

6. County, municipal or school district direct debt obligations for which an ad valorem tax may be
levied or bond and revenue anticipation notes, money judgments against such county, municipality
or school district ordered by a court of record or bonds or bond and revenue anticipation notes
issued by a public trust for which such county, municipality or school district is a beneficiary thereof.
All collateral pledged to secure public funds shall be valued at no more than market vaiue.

7. Money market mutual funds regulated by the Securities and Exchange Commission and which
investmenis consist of obligations of the United States, its agencies and instrumentalities, and
investments in those items listed above.

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

9. Qualified pooled investment programs, the investments of which consist of those items specified
above, as well as obligations of the United States agencies and instrumentalities, regardiess of the
size of the district's budget. To be qualified, a pooled investment program for school funds must be
governed through an Interiocal cooperative agreement formed pursuant to Title 70 Section 5-117b,
and the program must competitively select its investment advisors and other professionals. Any
pooled investment program must be approved by the Board of Education,

11



BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
NOTES TO THE FINANGIAL STATEMENTS — REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

Denosit Cateqgories of Credit Risk (continued)

The District's investment policy instructs the treasurer to minimize risks by diversifying the investment
portfolio; structuring investments so that securities mature in time to meet cash requirements; and by
investing the full amount of all accounts of the District.

Custodial Credit Risk:

Deposits and Investments - The District's demand deposits are required by law to be collateralized by the
amount that is not federally insured.

Securities pledged as collateral are held by a third party or Federal Reserve Bank. Joint custody
safekeeping receipts are held in the name of the depositing institution, but are pledged to the District. The

security cannot be released, substituted, or sold without the School Treasurer's approval and release of
the security.

Certificates of deposit are collateralized at least by the amount not federally insured. As of June 30, 2013,
the District had no deposits exposed to custodial credit risk.

The District had no investments June 30, 2013.

interest Rate Risk:

Investments are made based upon prevailing market conditions at the time of the fransaction with the
intent to hold the instrument until maturity. However, the District has no formal written policy addressing
interest rate risk.

Credit Risk:
The District has no formal written policy addressing credit risk.

At June 30, 2013, the District has no investments.

General Long-Term Debt

State statutes prohibit the District from becoming indebted in an amount exceeding the revenue to be
received for any fiscal year without approval by the District's voters. Bond Issues have been approved by
the voters and issued by the District for various capital improvements. These bonds are required to be
fully paid serially within 25 years from the date of issue.

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

12



BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

General Long-Term Deht (continuéd]

A brief description of the outstanding general obligation bond issues at June 30, 2013, s set forth below:

' Amount
Outstanding
School District No. C-36 Building Bonds,
Series 2008, original issue

$250,000.00, average inferest rate of 3.18%,

first instaliment of $25,000.00 due on June 1, 2010, and

annual installments of $25,000.00 due thereafter,

final payment of $50,000.80 due on June 1, 2018. $ 150,000.00
Total Bonds Outstanding $ 150,000.00

%Fr!\le annual debt service requirements for retirement of bond principal and payment of interest are as
OHOWS!

Year ending )
June 30, Principal Interest Total
2014 $ 2500000 % 5,150.00 3 30,150.00
2018 25,000.00 4,350.00 29,350.00
2016 25,000.00 3,525.00 28,625.00
2017 25,000.00 2,675.00 27,675.00
2018 50,000.00 1,800.00 51,800.00
Total $ 150,000.00 % 17,500.00 § 167,600.00

Interest expense incurred on general long-term debt during the current year totaled $5,925.00.

Lease Commitments

The District had two lease purchase commitments in effect during FY 2013. One commitment is with
Welch State Bank for the lease purchase of one (1) ice cream machine and the cther is for equipment with
Standard Capital Finance, LLC.

Year ending
June 30, Principal Interest Total
2014 $ 3458377 $ 245709 $ 37,040.86
2015 5,970.83 389.17 6,360.00
2016 1,048.16 11.84 1,060.00
Total $ 4160276 % 2,668.10 % 44.460.86

The above leases contain a clause that gives the District the ability to terminate the lease agreements at
the end of each fiscal year. The District has recorded the liability for future lease payments in the General
Long Term Debt Account Group.

The lease payments are appropriated annually from school district funds.

13



BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
NOTES TC THE FINANCIAL STATEMENTS — REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

General Long-Term Debt {(continued)

Changes in_General Long Term Debt

Bonds Payable Lease Payable Total Payable
Balance, July 1, 2012 $ 175,000.00 $ 7424142 % 249,241.42
Additions - - -
Refirements ' 25,000.00 32,638.66 57,638.66
Balance, June 30, 2013 $ 150,000.00 $ 4180276 % 191,602.76

Employee Retirement System

Description of Plan

The System is a qualified governmental defined benefit retirement plan. For GASB purposes it is a cost-
sharing multiple-employer Public Employee Retirement System. The supervising authority for the
management and operation of the System is a 13-member Board of Trustees, which acts as a fiduciary for
investment of the funds and the application of plan interpretations. The System provides retirement and
disability benefits, annual cost of living adjustments, death benefits and other henefits fo plan members
and beneficiaries. Oklahoma State Statutes establish benefit provisions and may be amended only
through legislative action. The Oklahoma Teachers' Retirement System issues a publicly available
financial report that includes financial statements and required supplementary information for the System.
The report may be obtained by writing to the Oklahoma Teachers' Retirement System, P.O. Box 53624,
Oklahoma City, Oklahema 73152,

Basis of Accounting

The Systerv's financial statements are prepared in conformity with accounting principles generally
accepted in the United States of America. The financial statements have also been prepared in
compliance with the requirements of the Government Accounting Standards Board Statement No. 34. The
financial statements are prepared on the accrual basis of accounting, under which expenses are recorded
when the liability is incurred, revenues are recorded in the accounting period they are earned and become
measurable, and investment purchases and sales are recorded as of their trade dates. Member and
employer contributions are recognized when due, pursuant to formal commitments, Benefits and refunds
are recoghized when due and payable. -

The pension benefit obligation is a standardized disclosure measure of the present value of pension
benefits. This pension valuation method reflects the present value of estimated pension benefits that will
be paid in future years as a result 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, 2013, is as follows:

Dollars in Millions

Actuarial Accrued Liability $ 18,973

Actuarial Value of Assets 10,861

Unfunded Actuarial Accrued Liability $ 8,112
Funding Policy

A participant with five years of creditable service may retire with a normal retirement allowance at the age of
sixty-two (62) or with reduced benefits as early as age fifty-five (55). The normal retirement allowance paid
monthly for fife and then to beneficiaries, if certain options are exercised, equals two percent cof the average
of the highest three earning years of coniributory service multiplied by the number of years of credited

service.
14
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BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS — REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

Emplovee Retirement System (continued)

Retiring members may count up to 120 days of unused accumulated sick leave toward

an additional year of service credit. A participant leaving employment before attaining retirement age, but
completing five years of service, may elect to vest his accumulated coniributions and defer receipt of a
retirement annuity until a later date. When a participant dies in active service and has completed ten years
of credited service, the beneficiary is entitled to a death benefit of $18,000.00 and the participant's
contributions plus interest. [f the beneficiary is a surviving spouse, the surviving spouse may, in lieu of the
death benefit, elect to receive, subject to the surviving spousal options, the participant'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 employers’ contribution rate is 9.5%. Employees contribute 7.0% of covered
compensation.

Annual Pension Cost

The District's total contribution for 2013, 2012, and 2011 were $117,767.66, $108,263.12, and $111,058.49
respectively. The District's total payroll for fiscal year 2012-13 amounted to $1,166,941.19.

Litigation

The District is contingently liable for lawsuits and other claims in the ordinary course of its operations. The
settlement of such contingencies under the budgetary process would require appropriation of revenues yet
to be realized, and would not materially affect the financial position of the District at June 30, 2013.

Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; or acts of God. The District purchases commercial
insurance to cover these risks, including general and auto liability, property damage, and public officials
liability. Settled claims resulting from these risks have not exceeded the commercial insurance coverage in
any of the past three fiscal years.

The School also participates in a risk pool for Workers’ Compensation coverage in which there is transfer
or pooling of risks among the participants of that pool. In accordance with GASB No. 10, the School
reports the required contribution to the pool, net of refunds, as insurance expense. The risk pool is the
Oklahoma School Assurance Group (OSAG), an organization formed for the purpose of providing workers'
compensation coverage to participating scheols in the State of Oklahoma. In that capacity, OSAG is
responsible for providing loss control services and certain fiscal activities, including obtaining contract
arrangements for the underwriting, excess insurance agreements, claims processing, and legal defense for
any and all claims submitted to them during the plan year. As a member of OSAG, the District is required
to pay fees set by OSAG according to an established payment schedule. A portion of the fees paid by the
District goes into a loss fund for the District. The fee for the loss fund is calculated by projecting losses
based on the schools losses for the last five years, OSAG provides coverage in excess of the Loss Fund,
so the District's liability for claim loss is limited to the balance of the loss fund. If the District does not use
their loss fund in three years, it is returned to them with no interest.

Surety Bonds

The treasurer is bonded by Western Surety Company, bond number 71129834, for the sum of
$100,000.00 for the term of July 1, 2012, to July 1, 2013.

The minute clerk/encumbrance clerk is bonded by Western Surety Company, bond number 24840179, for
the sum of $100,000.00 for the term of October 14, 2012, to October 14, 2013.

The Superintendent, activity fund custedian, and lunch fund custodian are bonded by Western Surety
Company, bond number 70419017, for the sum of $100,000.00 for the term of November 10, 2012, to
November 10, 2013,

The activity fu‘nd custodian is bonded by Western Surety Company, bond number 15421825, for the sum
of $5,000.00 for the term of August 17, 2012, to At#gust 17, 2013.
5



CONBINING FINANCIAL STATEMENTS



9l

TE0¥9'L8 $ - $ zeove'Le $ seouejeq punj pue ssijigel] (230l
Ze078'28 $ - g Ze'0¥9'/8 $ sague|eq punj [EJ0L
ZE079'L8 ¢ - $ zeove'/e $ Se0UB|E] pun} Ysed

:saole[eqy pund

- $ - $ - $ senildel [e3oL

- - - saouBIquINaUg

- & - 8 - ¢ gueLEm BulpuesIng
‘senuIger

ISFONVIVE GNNd ANV SZILNIav

Ze079°.8 $ - $  Zeoyels $ sjesse [ej0]
p - - . SJUSUISOAL|
Z8'0%9'/8 $ - $  ZL0y9le $ useo
'S1ASSY
£L0z ‘0g sune pund pung Buip|ing
2oL uontINN pPIYos

£10Z ‘0¢ INNYP
SISVE AHOLYINDEY - SANN4 INNIATY TVIDAdS TV
SIONYIVE ANNA ANV SIALLITIEVIT 'S1ISSY 40 INFNALYLS DNINIGINOD
9¢-0 "ON LOIK1S1a TO0HOS AHSMHE



Ll

2e0r9'L8 $ - t  Zeove'/e 3 Ieah Jo pus ‘seouefeq pund
85°06F 8% L. $ 9LviL'es $. 086268 $ Jeak jo BujuuiBeq ‘seouereq pundy
{FT'058'88) $ (9L%LL'08) ¢ (e¥5.0'T $ $98N JAYJ0 pue seunypuadxe
{1apun) JBAC SSDINOS IS0 PUE SSNUSASI JO SS80XH
(1e'est'ss) $ (seesv'an) $ - & (s95n) $90.n05 BuldUBRUL 230 [E301
- - - sobileyz vueg
(1e7¢61'91) ¢ (Legst'al) % - $ {inoju s1s)suel Bupeiedo
{sasn) saounes Bupuelly 180
- ¢ - $ - $ . seouelgnous Jeak Jond o3 sjuswsnipy
£L'€08'21 $ 198961 ¢ (evq0's) $ ssouBIgLINOUS 1BSh
Joud o1 susunsnpe slojeq pred sesusdxe
{IBpun) JsA0 pela||os SONUSABI JO $880XT
51'919'ziT $ Z0ves'esl ¢ ¢l'ze0'ss $ pred ssunypusdxs [E10]
- - - 1saislu]
- - - pawsigal [edouyd
:|80IMes 1990
- - - siuswAeday
- - - sosn 20
G¥'620'89 GH'620'89 - SAERNC JaYI0
85°L¥0'69 - 66'L¥0'69 ] fenno reyden
LS TRYGLL 15°P8Y'SLL - SOOIAISS [BUOROMSUUON
L68ET 7L - L6 RET L , ssopuss poddng
£TL1L8's $ - g L8 $ uonensy]
:pied sainjipuadxg
82612062 $ £97202'e€0e $  §99L0'/8 $ pe303]|00 BnueAal [E}0 L
0£'612'892 95°/e8'861 ¥1°18F'689 S82IN0S [Riapad
20'69¢8'e 10'geg’e - S50IN0S 218LG
- - - S80N0S SlelpaLilail]|
LBFEGLL $ - % LEFES L % £80.N0S [200]
. Ipe1IR|[O0D SBINUBASY
£10Z ‘0g aunp pung pund Buiping
IejoL uopLnN plyo

£10Z ‘0£ INNC AN ¥VIA JHL Hod
SISV ABOLYINDAY - SANNA INNIAIH TIVIOELdS TV
SIONYIVE ANN4 NI SIONVHD ONV divd SIHALIANIAEE *A3LOFTTO0 SANNIATY 4O LNIAWIFLVYLS ONINIEINOD
9€-2 "ON 101418]d TOOHIS AHSMYE



8l

el LEV'0T $

08°668'61 $

08'566°61 $

1290 S $

£E vy $

gLler'oz $

ELLEY0C $

pung AjAgoy

pund Asusby

€102 ‘0g INAC
SISVYE ANOLY1N9TY - AN ALVIONAIS

SoUEB(eq PUN) PUE SORI|IE] (€30 L

sasUReq puny |Blog

SOOUB[E] pun} ysen
1sooueey pung

santjiqel] [e301

SOOURIGLINDUS
sjuesiem Buipuesing

:sepiliger

ISIONVIVYE GNNA ANV SIILAIEVIT]
sjosse jejol
SJUBWISaAL]

ysen
EIEL Y

STONYIVE ANNd ANV STILIMEVIT ‘SLISSY 40 INIWHILVLS ONINIFNOD

9¢-0 "ON LOIMLSId TOOHOS AHSMYE



SUPPLEMENTAL INFORMATION



8l

A A $ Zeopo'lw g - s - $
- % 08GLi'6e $ 0g'slLl6e $ 0s'gLl'ae $
ze'0re'ie $ (845,00 $ (08'sLL'e8) ¢ (os'6LL'68) $
- g - & - $ - ¢
- s - & - $ - 3
- s - s - ¢ - 4
280v0'i8 § G¥'s.0T) $ (0g'5LL'89) & (056LL'62) $
SE'6LZ'8L $ €l'Ze0'6Y 3 1§LLE's0L $ 1GLLE'S0L &
- 66°10'69 65'L0'69 66°170'63

- LB'8ETFL 1B'SET' YL LE'BET T
2¢°6LE'GL ¢ gz'Le's $ 1L9'080'22 $ 1008022 &
P&0CPLL $ 59°¢L0'8 ¢ LLGBG'GL $ 1L2°665'GL $
yL18p'68 ¥ L8569 - -

0Z'5E6°) $ L5YEsLL § 1LL565'S) ¢ LL665'GL $
(o1geiorriun) lenyoy 1eBpng [eul yoBpng :
|RI0ABY reuibLO
1efpng [eutd

UM SIUBLIBA

anNnd oNIgTINg

318VE AROLYIND3Y ~ TINAIAHOS NOSHYLNCD AUV1IOaNnd

£10Z 02 INNC GIANT HVIA SHL "0
ANNZ INNSATY TVIOE4S

9£-0 "ON LDIHASI0 TOOHOS AMSTEY

Jeaf jo pus “soueleq pund

Jeak Jo BuiuwiBeq ‘ssocue|eq pund

S9SN S0 pUB samypuadxe (Japun)usas
SBQINOS JBUI0 pUB SNUSARI 1O $S80XT

(s9sn) seoinos Buiouely JAYIO (210 ],

sabreyo yueg
moyul siepsues Bunesado
:{sesn) seasnos Bujsuell IBUID

SaIUBIqWNIUS f2aA Joud 0] sjuswisnipy

ssoUBIqUINSUS Jead Joud
0} sjusunsnipe 20)eq pred sesusdxs
{Japun) JaA0 pa]joS(|00 SBNUSASI JO SS80XT

sainjipusdxe [ejo )l

waAeday
$38(] JBUID
sARING Jeli0
Aeqno [giden
SE0|AIRS [BUORIIISUI-ION
soales Joddng
uononisuy
:pted sainppusdxy

Pe198[|0T SeNnuRARd [Bj0L

s20Inos f21eped
$901N0S Bl2Ig
$30IN0% S)e|peisIl)
SIUNOS (2007

1PB10B[|00 SANUSASY



juf4

- $ - & - ¢ - % 1eaf 10 pUD "HIUER[RY puny

(-3

" $ elvil'es § 9lyli'es $ SLpLL9S 1204 Jo BuuugBag ‘saoueleq pund

- ¢ (9L'¥il'98) 3 (84'712'98) & {9279L.'98) $ 98N JBUIC pue saumpusdxe (lapun)isao
$80NCS JOUI0 PUB BhUBAS) JO §S89XT

{ieesh'al) § lzeesr'sd) $ - $ - & (sasn) sesines Bujaueuy JOUIO [EI0L

- - - - safieya yuegy

(2885¥'0L) & (2gesr'ol) ¢ - $ - $ oyl sisgsuen Bugeladg
J(sesn) santmos Butouruy JSU0

- g - s - $ - $ seguzlgLUnou Jeak Joud o] sjususniny

#r

ganURIGINoUS Jeak loid
0} sjuswsnipe el0jeq pled sasuadxe
{Iapun) JaAC PR SONUSAB] JO S830XT

28EEF'SL $ 19°2/8'6% ¢ (oL vir'eg) ¢ {92%22'98)

0z 0sk'9r ¥ zobEs'ess  § Zeveo'szz 0§ TTvse'seE § ssnppuadia [e30]

- - - B 1823
- - - - el [ediould
[BOLSS 1980
- - - - uswiedey
- - - - S35 B0
- SF6£0°89 5188089 Sv'680'89 SABRNC 129410
- - - - Repng uden
0Z'0El'or £57P8P'GLL 147191 LLyietlel SOOLAISS [RLORINISUI-LON
. _ - . saopdes Uoddng
- $ - s - g - $ uehanist)
:pred saanypuadym

Llgee'oe % £9°Z0T'E0T $ ov's.8'TLL ¢ 9r'6L8'TLL % pa1oa)|eo SeNUIARI fEIaL

9¢718'eE g LER'68 L 02'¢22'90} pEezz'ost SavINos [elapad

LLEZ9 20'698'C - oe'lvL'T o IPLe S20IN0S 818G

- - - - $90.N0S aye|patlSi|

(08'71E'e) $ - ¢ 08'FLB'E $ oevie'e & $80.n0S (2007
1pYoS|I0T SeNUSARY

(s1qetoneiun} [eray 1ebpng jeuld yebipng
B[(EIOABY JeulBLO

ywbpng reuly

UM SVUBLIBA

GNNd NOLLISLNN QTHD

. £1.0Z ‘0 ANNC G0N HWYIA THL 8O-
AN ANNIATY TVIDE4S
gIevE ANOLYINDTY - IINOIMOS NOSHYJWOD AMVYIIOeNg
9£-0 "ON LOTMLSIT TOOHIS AHSMHE



Iz smpayss si Jo Wed [eifisiu) ve sue ssjou Budueduiosoe syl

{panuEuoD)
- $ eevigllE $ BL0L0'60E ¢  08yos's , ¢ 1918N[H USIHINN PIIYQ J0f [2lel -gng
- . % 927Z0E'80Z $ 95/¢2'66L $ 089’8 $ lelo], -gng soumsissy Used
- GZTOEL'er) gZ'0el'erl - /N 5501 wesbold yaung [0oUIS [eUchEN .
- $ LLTLP'ES ¢ 1e20LLS 3 0g'poe's $ YN £55°0L wetold 1sepealg 100U9S
1SOURISISSY USED
- $ €9TLLS $ €9TLL'G 3 - ¢ [B101-0NS SOUEISISSY YSBD-UON
- $ £9TLL'E ¢ £9CLLB % - 3 YIN 595701 weifold YounT [0ouos [BuaRen
{SONIPOLUIOD) BOURISISSY USBO-UON
USISNID UORIINN PIUD
uceonps 40
wawpedsq syl ybnody | -passed
aINJNonbY Jo Juswiliedad g 'n
(10'598'Z) ¢ 8082681 & 91'262'95L % - $ ejol-ang
- L LbL'e L1 ipLe - ¥800ZLVELLH SLLPE |00YasaIL
{(r0'0.8) E0'eL SEPES'LL - ViN 188798 pung Bupinioey g BUUeLL W Hed 'l 3RLL
- 5L/602'99 6/'692'99 - 1800 LY AZ0H L20ve ubnoly | mold g-v3al
(e0°280'0) ¢ 0S'BEY'FOL $ 2¥'26e'20L $ - $ YN oLOVR Oiseg ‘| BWL
SWESAI] §L0Z-¢ o
- s - $ gsl8l's g {96181°0) ¢ [ejo1-gng
- $ - $ 98'L8L's ¢ (9g'101'0} $ T WN 0L0'v2 qseg | efiL
SWEIDGId ¢ L0z} He
uoneonpg jo Juawpedaq 2ye}s ybnoay-passeqd
20°026°9 $ eivZost $ ¥.€98'0EL & LP'985°82 s je30i-gng
- 00°859'6¢ 00°659'68 - 0¥e0ZLV000S Y0uu've vogeanp3 uepy| A SIL
- 00°9e5'02 00°988'0% - 6Y9EZ1VEGES wase¥e S|coURS [ [BWS
FACTg $ £IL'60'08 ¢ vreev'nl $ L7 GRE'8T $ 69021029408 LF0'P8 suoneredg Py 1oedwl ‘A SRLL
SWEIieId ¢ hog- k02
A swesfold 198410
HoRESNpS Jo puaedad s n
£1.02 ‘g suny sanypuadxsy sydieosy zZ1oz ‘L Aing Jsquny #va40 oL welbolg
Je soueied 3B 9gue|ed s JojUeISy letapad Joluelcy ybBnoiy-ssedLojueis) [elepsd

£102 02 ANNC 0FONT ¥VAA FHLHO4
CIANIIXT SAHVAY “YHSEA2d L0 ITNAIHOS
9¢-3 *ON LORLSIC TOOHDS AHSNYE



44

0avLL'E

aMpays siu 1o ped eibsjul Uz aue setou Buiuedwosse sy

we1boid 1ol

$ 56'605'795 $ 0g'slg'ees $  sTel'le $ FONYLSISSY “IWHaa3d TYLOL
(seraez's) $ 00009’ $ 59'lee'? $ - & [E0l-qng
(e aez'e) $ 00009t § 59LeE'T $ - $ WiN DEL'GL As|le,O vosuyor
SWEIDCId €102-¢10¢C
ISUBISISEY [Biopad 18I0
£10Z ‘0g sunr sanypuadxg s3deoay ZL0Z ‘L Ainr Jaquny #VY0dD st weibiold
Je adlejeq Je soueleg 5 J0jURID lelapad jojuels) yBnoty 1-sseduotuels [Biaped

£10Z 0 ANNE AAANT HVIA FHL "0d
QAANILXI SEUVYMY IVHIJEd 40 TTINAIAHOS
9£-0 "ON 12141S10 TOOH2S AHSNYE



BRUSHY SCHOOL DISTRICT NO, C-36
ATOKA COUNTY, OKLAHOMA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2013

For all federal programs, the District uses the fund types prescribed by the Oklahoma State
Department of Education and conforms to the system of accounting authorized by the State of
Oklahoma. The General and Child Nutrition Fund are used to account for resources restricted,
or designated for, specific purposes by a grantor. Federal and state financial assistance
generally is accounted for in the General Fund, Building Fund, and Child Nutrition Fund.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. The Governmental Fund types are accounted for using a current financial
measurement focus. All federal grant funds were accounted for in the General, Building, and
Child Nutrition Funds, which are Governmental Funds type. With this measurement focus, only
current assets and current Jiabilities and the fund balance are included on the balance sheet.
Operating staternents of this is fund present increases and decreases in net current assets.

The Regulafory Basis of Accounting is used for the Governmental Fund types and Agency
Funds. This basis of accounting recognizes revenue from all sources when they are received.
Federal grant funds are considered to be recognized when encumbered or reserved to the
extent of expenditures made under the provisions of the grant.

Positive amounts listed in the either “Balance at July 1, 2012” or "Balance at June 30, 2013°
column represent funds received by the school and not yet expended or coded to the program.
Negative amounts represent expenditures which have been claimed, but the revenue not yet
collected.

The District received donated foods through the Federal Food Distribution Program (10.665). At
June 30, 2013, the school maintained an immaterial amount of food commodities inventory. Per
the Regulatory Basis of Accounting, the commodities received and used are not recognized as
revenue or expenditures in the school's Financial Statements.

Reconciliation of the revenue shown on the Schedule of Expenditures of Federal Awards to
Statement of Revenue, Expenditures and Changes in ¥und Balance is as follows:

Total revenue per "Schedule of Expenditures of Federal Awards" $ 533,516.30
Less Commodities: (9,172.63)

Net Total $ 524,342 67

Federal program revenues per "Statement of Revenue,
And Changes in Fund Balance"

General Fund $ 255,023.37
Building Fund 69,481.74
Child Nutrifion Fund 199,837.56
Net Total $ 524,342.67
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REPORTS REQUIRED BY GOVERNMENT AUDITING STANDARDS



KERRY JOHN PATTEN, C.PA.

2101 N. Willow Ave.

Broken Arvow, OK 74012
Phone Number (918) 250-8838
FAX Number (918) 250-9853

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON CONPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

The Honorable Board of Education
Brushy School District No. C-36
Sequoyah County, Oklahoma

| have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Govemnment Auditing Standards, issued by the
Comptroller General of the United States, the accompanying fund type and account group financial statements-
regulatory basis within the combined financial statements of Brushy School District No. C-36 , Sequoyah
County, Oklahoma (District), as listed in the Table of Contents, as of and for the year ended June 30, 2013, and
the related notes to the financial statements, which collectively comprise the District's financial statements, and
have issued my report thereon dated March 7, 2014, which was adverse with respect to the presentation of the
financial statements in conformity with accounting principles generally accepted in the United States of America
because the presentation followed the regulatory basis of accounting for Oklahoma school districts and did not
conform to the presentation requirements of the Governmental Accounting Standards Board. However, my
report was qualified for the omission of the generat fixed asset account group with respect to the presentation of
financial statements on the regulatory basis of accounting authorized by the Oklahoma State Board of

Education.

Internal Control over Financial Reporting

In planning and performing my audit of the financial statements, | considered the District’s internal control over
financial reporting {internal control) to determine the audit procedures that are appropriate in the circumstances
for the purpose of expressing my opinions on the financial statements, but not for the purpese of expressing an
opinion on the effectiveness of the District’s internal control over financial reporting.  Accordingly, | 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 thelr assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internai
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

My consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during my audit | did not identify any deficiencies in internal
control that | consider to be material weaknesses. However, material weaknesses may exist that have not been

identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financiai statements are free of material
misstatement, | performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of my audit, and accordingly, | do not express such an opinion. The results of my {ests disciosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards. | noted certain immaterial instances of noncompliance that | have reported fo management in the
"Schedule of Comments” on page 31 of this report.

Purpose of this Report

This report is solely to describe the scope of my testing of internal conirol and compliance and the resuits of that
testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

Broken w, OK
March 72014
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KERRY JOHN PATTEN, C.PA.

2101 N. Willow Ave,

Broken Arrow, OK 74012
Phone Number (918) 250-8838
FAX Number (918) 250-9853

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRANM;
REPORT ON INTERNAL CONTROL OVER COMPLIANGE; AND REPORT ON THE SCHEBULE OF
EXPENDITURES OF FEDERAL AWARDS REQUIRED BY OMB CIRCULAR A-133

The Honorable Board of Education
Brushy School Disfrict No.
Sequoyah County, Oklahoma

Report on Compiiance for Each Major Federal Program

| have audited the compliance of Brushy School District No. G-36, Sequoyah County, Oklahoma (District's)
compliance with the types of compliance requirements described in the U.S. Office of Management and Budget
{OMB) Circular A-133 Compliance Supplement that could have a direct and material sffect on each of the
District's major federal programs for the year ended June 30, 2013. The District's major federai programs are
identified in the summary of auditor's results section of the accompanying schedule of findings and questioned

costs.
Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditor's Responsibility

My responsibility is to express an opinion on compliance for each of the.District's major federal programs based
on my audit of the types of compliance requirements referred to above. | conducted my audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards
applicable io financial audits contained in Government Auditing Standards, issued by the Comptroller Generat of
the United States and OMB Circular A-133, Audits of Stafes, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that | plan and perform the audit to obiain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to ahove that
could have a direct and matertal effect on a major program occurred. An audit includes examining on a test
basis, evidence about the District's compliance with those requirements and performing such cther procedures
as | consider necessary in the circumstances.

| pelieve that my audit provides a reasonable basis for my opinion on compliance for each major federal
program. However, my audit does not provide a legal determination of the District's compliance.

Opinion on Each Major Federal Program
In my opinion, Brushy School Disirict, No. C-38, Sequoyah County, Cklahoma, complied, in all material

respects, with the types of compliance requirements referred to above that could have a direct and material
effect on each of its major federal pregrams for the year ended June 30, 2013.
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Report on Internal Control Over Compliance

Management of Brushy Schoo! District No. C-36, Sequoyah County, Oklahoma {District), is responsible for
establishing and maintaining effective internai control over compliance with the ftypes of compliance
requirements referred to above. in planning and performing my audit of compliance, | considered the District's
internal control over compliance with the types of requirements that could have a direct and material effect on
each major federal program to determine the auditing procedures that are appropriate in the circumstances for
‘the purpose of expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with OMB Gircular A-133, but not for the purpose of expressing
an opinion on effectiveness of internal control over compliance. Accordingly, 1 do not express an opinion on the
effectiveness of the District's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program, on a timely basis. A malerial weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected on, a timely basis. A significant deficiency in internal conirol over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit atiention by those charged with governance,

My consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compiiance that might be
material weaknesses or significant deficiencies. | did not identify any deficiencies in internal control over
compliance that [ considered to be material weaknesses. However, material weaknesses may exist that have
not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of my testing of
internal control over compliance and the results of that testing based on the requiremenis of OMB Circular A-
133. Accordingly, this report is not suitable for any other purpose.
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BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

SUMMARY OF AUDIT RESULTS

1.

7.
8.
9.

The auditor's report expresses an adverse opinion on the combined financial statements in conformity
with generally accepted accounting principles and a qualified opinion for the omission of the general
fixed asset account group on the combined financial statements in conformity with a regulatory basis
of accounting prescribed by the Oklahoma Department of Education.

There were no audit findings reported of deficiencies in internal confrol, which the auditor considers fo
be "significant deficiencies” as defined in A.1.C.P.A. standards.

No instances of nohcompliance material to the financial statements of Brushy School District were
disclosed in the audit.

There were no audit findings reported of deficiencies in internal control over major programs, which
the auditor considers to be "significant deficiencies” as defined by A..C.P.A. standards.

- The auditor's report on compliance for the major federal award programs for Brushy School District

expresses an unqualified opinion.

There were no audit findings relative to major federal award programs for Brushy School District that
were required to be reported by OMB Circular A-133.

The programs tested as major programs included: Child Nutrition Cluster {10.555 & 10.553).
A threshold for distinguishing Types A and B programs was $300,000.00.

Brushy School District did qualify as a low risk auditee.

FINDINGS — FINANCIAL STATEMENTS AUDIT

1.

No matters were reported.

FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL AWARD PROGRAMS AUDIT

1.

No matters were reported,
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BRUSHY SCHOOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
SUNMMARY OF PRIOR AUDIT FINDINGS
JULY 1, 2012 TO JUNE 30, 2013

The summary of prior audit findings is required to report the status of all audit findings reported in the prior
audit's schedule of findings and questioned costs relative to federal awards.

The school district had no prior year audit findings relative to federal award programs.
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BRUSHY SCHCOL DISTRICT NO. C-36
SEQUOYAH COUNTY, OKLAHOMA
SCHEDULE OF COMMENTS
JULY 1, 2012 TO JUNE 30, 2013

The following conditions represent areas noted during my review of the school's accounting system in which |
feel improvements in the internal control and/or operational efficiency may be attained. [ have also noted, as
required, any noncompliance with State Department of Education Regulations.

I. Condition: In several instances, the receiving or other support documentation of activity fund expenditures
was not signed by the person receiving the goods or services.

Recommendation: The Public School Board of Education and school Administration should adopt and
emorce procedures to insure that all invoices and delivery tickets are signed by the receiver and attached to
the corresponding purchase order. This procedure will indicate merchandise was received in satisfactory
condition and merc:ﬁandise paid for is an actual expense of the school district.

Previous Year's Audit Comments

There were no items in the school's 2011-12 audit report, which required resolution during the year ended June
30, 2013.

| would like to express my appreciation for the courtesies and cooperation extended to us by school district
administrators and employees during the course of this audit.
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BRUSHY SCHOOL DISTRICT NO. C-36
: SEQUOYAH COUNTY, OKLAHOMA
SCHEDULE OF ACCOUNTANT’S PROFESSIONAL LIABILITY INSURANCE AFFIDAVIT
JULY 1, 2012 TO JUNE 30, 2013

State of Oklahoma )
County of Tulsa )

The undersigned auditing firm of lawful age, being first duly sworn on oath, says that said fim had in full force
and effect Accountant's Professional Liability Insurance in accordance with the “Okiahoma Public School Audit
Law” at the time of audit contract and during the entire audit engagement with Brushy School District for the
audit year 2012-13.

Kerry John Patten, C.P.A,
AUDITING FIRM

BY &
AUT ZED AGENT

LINDA KELLICK
Notary Public

State of Oklahoma Subscribed and sworn fo before me on this

Commission # 13010986

My Gommission Expires Dec 9, 2017 W } . day of W 0 (E{

Zarire AKetlod

NOTARY PUBLIC

My commission expires on:

q day of Dé(', . ZD”
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