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INDEPENDENT AUDITORS’ REPORT

To th e Board of Dire ctors
Easte rn Oklah om a Circuit Engine e ring
District #2
Muskoge e , Oklah om a

W e h ave audite d th e accom p anying financial state m e ntsof th e b usine ss-typ e activitie sof Easte rn
Oklah om a Circuit Engine e ring District #2, of Oklah om a, asof and for th e ye ar e nde d June 30, 2013,
and th e re late d note sto th e financial state m e nts, wh ich com p rise th e District’sb asic financial
state m e nts.

Management’s Responsibility for the Financial Statements

Manage m e nt isre sp onsib le for th e p re p aration and fair p re se ntation of th e se financialstate m e ntsin
accordance with accounting p rincip le sge ne rally acce p te d in th e Unite d State sof Am e rica; th is
include sth e de sign, im p le m e ntation, and m ainte nance of inte rnalcontrol re le vant to th e p re p aration
and fair p re se ntation of financialstate m e ntsth at are fre e from m ate rialm isstate m e nt, wh e th e r due to
fraud ore rror.

Auditors’ Responsibility

Ourre sp onsib ility isto e x p re ssop inionson th e se financialstate m e ntsb ase d on ouraudit.
W e conducte d our audit in accordance with auditing standardsge ne rally acce p te d in th e Unite d State s
of Am e rica. Th ose standardsre quire th at we p lan and p e rform th e audit to ob tain re asonab le assurance
ab out wh e th e rth e financialstate m e ntsare fre e of m ate rialm isstate m e nt.

An audit involve sp e rform ing p roce dure sto ob tain audit e vide nce ab out th e am ountsand disclosure s
in th e financialstate m e nts. Th e p roce dure sse le cte d de p e nd on th e auditors’judgm e nt, including th e
asse ssm e nt of th e risk of m ate rial m isstate m e nt of th e financial state m e nts, wh e th e r due to fraud or
e rror. In m aking th ose risk asse ssm e nts, th e auditor conside rsinte rnalcontrolre le vant to th e e ntity’s
p re p aration and fairp re se ntation of th e financialstate m e ntsin orde rto de sign audit p roce dure sth at are
ap p rop riate in th e circum stance s, b ut not for th e p urp ose of e x p re ssing an op inion on th e e ffe ctive ne ss
of th e e ntity’sinte rnal control. Accordingly, we e x p re ssno such op inion. An audit include s
e valuating th e ap p rop riate ne ssof accounting p olicie suse d and th e re asonab le ne ssof significant
accounting e stim ate sm ade b y m anage m e nt, aswe ll ase valuating th e ove rall p re se ntation of th e
financialstate m e nts.



W e b e lie ve th at th e audit e vide nce we h ave ob taine d issufficie nt and ap p rop riate to p rovide a b asisfor
ouraudit op inions.

Opinions

In our op inion, th e financial state m e ntsre fe rre d to ab ove p re se nt fairly, in all m ate rial re sp e cts, th e
re sp e ctive financialp osition of th e b usine ss-typ e activitie sof Easte rn Oklah om a Circuit Engine e ring
District #2 asof June 30, 2013, and th e re sp e ctive ch ange sin financialp osition and, wh e re ap p licab le ,
cash flowsth e re of for th e ye ar th e n e nde d in accordance with accounting p rincip le sge ne rally acce p te d
in th e Unite d State sof Am e rica.

Other Matters

Required Supplementary Information

Manage h asom itte d th e m anage m e nt’sdiscussion and analysisth at accounting p rincip le sge ne rally
acce p te d in th e Unite d State sof Am e rica re quire to b e p re se nte d to sup p le m e nt th e b asic financial
state m e nts. Such m issing inform ation, alth ough not a p art of th e b asic financialstate m e nts, isre quire d
b y th e Gove rnm e ntalAccounting StandardsBoard, wh o conside rsit to b e an e sse ntialp art of financial
re p orting for p lacing th e b asic financial state m e ntsin an ap p rop riate op e rational, e conom ic, or
h istorical conte x t. Our op inion on th e b asic financial state m e ntsisnot affe cte d b y th ism issing
inform ation.

Supplementary Information

Our audit wasconducte d for th e p urp ose of form ing op inionson th e financial state m e ntsth at
colle ctive ly com p rise Easte rn Oklah om a Circuit Engine e ring District #2’sb asic financialstate m e nts.
Th e b udge tary com p arison inform ation isp re se nte d for p urp ose sof additional analysisand isnot a
re quire d p art of th e b asic financialstate m e nts.

Th e b udge tary com p arison inform ation h asnot b e e n sub je cte d to th e auditing p roce dure sap p lie d in
th e audit of th e b asic financialstate m e nts, and accordingly, we do not e x p re ssan op inion or p rovide
any assurance on it.

Cloth ie r& Com p any, CPA's, P.C.
Se p te m b e r13, 2013



See accompanying notes and independent auditors' report.
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Eastern Oklahoma Circuit Engineering #2
Statement of Net Assets

June 30, 2013

ASSETS

Current Assets
Cash and cash equivalents $ 541,805
Prepaid expenses 1,805
Accounts receivable 63,338
Sign shop inventory 32,066

Total Current Assets 639,014

Fixed Assets
Property and equipment 599,053
Accumulated depreciation (129,474 )

Total Fixed Assets 469,579

Other Assets
Deposits 350

Total Other Assets 350

Total Assets $ 1,108,943

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts payable $ 4,000
Payroll liabilities 683

Total Current Liabilities 4,683

Net Assets
Invested in fixed assets 469,579
Unrestricted net assets 583,678
Change in net assets 51,003

Total Net Assets 1,104,260

Total Liabilities & Net Assets $ 1,108,943



See accompanying notes and independent auditors' report.
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Eastern Oklahoma Circuit Engineering #2
Statement of Revenues, Expenditures

and Changes in Net Assets
For the Period Ended June 30, 2013

Revenue
State equipment auction revenue $ 10,395
Oklahoma coop CED revenue 384,241
Bridge inspection revenue 69,633
Consulting engineering revenue 674,947
Sign shop income 78,620

Total Revenue 1,217,836

Cost of Sales
Job costs 583,080

Total Cost of Sales 583,080

Gross Profit 634756

Expenditures
Wage expenses 363,458
Employee benefits 95,889
Professional fees 11,819
Auto/truck expenses 24,027
Conference/seminar/training 544
Depreciation expense 41,691
Insurance 8,720
Meals/entertainment 4,303
Bridge inspection expenses 591
Engineering services expense 2,817
Office expenses 13,178
Utilities/telephone 14,601
Miscellaneous expenses 114
Repairs/maintenance/supplies 1,704
Advertising 264
Postage/freight 33

Total Expenditures 583,753

Change in Net Assets $ 51,003



Cash Flows From Operating Activities:

Cash received from funding sources 410,100$

Cash received from other sources 753,567

Cash paid to employees (377,848)

Cash paid to suppliers (764,992)

Net Cash Flows from Operating Activities 20,827

Cash Flows from Capital and Related Financing Activities:

Purchase of capital assets (29,650)

Net cash Used for Capital and Related Financing Activities (29,650)

Cash Flows from Investing Activities: 0

Net Cash Provided by Investing Activities 0

Net increase in cash and cash equivalents (8,823)

Cash and cash equivalents at beginning of year 550,628

Cash and cash equivalents at end of year 541,805$

Interest expense $ 0

Reconciliation of Operating Income to Net Cash Flows from Operating Activities:

Net income (loss) 36,613$

Add Depreciation expense 41,691

(Increases)/Decreases in Current Assets:

Accounts receivable (54,169)

Inventory (8,132)

Other assets 1,702

Increases/(Decreases) in Current Liabilities:

Accounts payable (5,421)

Accrued expenses 8,543

Net Cash Flows from Operating Activities 20,827$

See accompanying footnotes and independent auditors' report.
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Eastern Oklahoma Circuit Engineering 2

STATEMENT OF CASH FLOWS

As of June 30, 2013
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NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2013

1 –NATURE OF THE ORGANIZATION & SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Eastern Oklahoma Circuit Engineering District #2 is a voluntary association of county governments of
Oklahoma. The objective of this Circuit Engineering District is to allow county governments to make the
most efficient use of their powers by enabling them to cooperate with each other and other units of
governments on a basis of mutual advantage and thereby to provide services and facilities in a manner and
pursuant to forms of governmental organizations that will accord best with geographic, economic, population
and other factors influencing the needs of development of county government.

Basis of Accounting

The accompanying financial statements of Eastern Oklahoma Circuit Engineering District #2 have been
prepared on an accrual basis of accounting.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Organization considers all unrestricted highly liquid
investments with an initial maturity of three months or less to be cash equivalents. Deposits not covered by
FDIC insured are to be collateralized.

Restricted and Unrestricted Revenue and Support

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the restriction
expires in the reporting period in which the support is recognized. All other donor-restricted support is
reported as an increase in temporarily or permanently restricted net assets depending on the nature of the
restriction. When a restriction expires (that is, when a stipulated time restriction ends or purpose restriction is
accomplished), temporarily restricted net assets are reclassified to unrestricted net assets and reported as net
assets released from restrictions.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America 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 financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Property, Plant and Equipment

Property, plant and equipment are recorded at cost when purchased or constructed. Donated property or
equipment is recorded at fair value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend assets
lives are not capitalized. Major outlays for capital assets are capitalized when construction is completed.
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Depreciation is recorded on a straight-line basis over the useful lives of the assets. Equipment is depreciated
over 5 to 7 years and buildings are depreciated for 40 years. Assets having a value of $250 or greater are
capitalized.

Inventory

The sign shop inventory is recorded at cost when purchased. The inventory was counted June 30, 2013.

2 –CUSTODIAL CREDIT RISK - DEPOSITS

Custodial Credit Risk is the risk that in the event of a bank failure, the Districts deposits may not be returned.
Deposits are exposed to custodial credit risk if they are not covered by depository insurance. The District
maintains deposits in Armstrong Bank in Muskogee, Oklahoma.

A public unit is insured through its official custodian. If the same individual or individuals are official
custodian for more than one public unit, they are treated as one official custodian if action or consent by all of
these individuals is required for the exercise of control over the funds of a single public unit. Deposits insured
by the Federal Deposit Insurance Corporation up to $250,000 for each public unit or $250,000 total as of June
30, 2013. The District has pledged securities that cover the remaining $291,805. There were no uninsured or
unsecured receipts as of June 30, 2013.

3 –PROPERTY, PLANT & EQUIPMENT

Beginning Additions/ Accumulated Book

Balance Deletions Depreciation Balance

Vehicles 66,543 22,714 (48,264) 40,993

Furniture/Fixtures 7,217 930 (3,539) 4,608

Equipment 111,976 3,935 (54,377) 61,534

Building 282,679 2,071 (23,294) 261,456

Land 100,988 0 0 100,988

569,403 29,650 (129,474) 469,579

Depreciation expense for the year ending June 30, 2013 was $41,691.

4 –SOURCE OF INCOME

The District receives revenue from the Statewide Circuit Engineering District Revolving Fund created by the
state treasury of the State of Oklahoma from gasoline excise taxes. The fund receives one-third of one percent
of the total tax. The state treasurer allocates the fund to the districts to use for county bridge and road
improvements. The districts do not have to file any forms to receive the funds.

In 2010 the District started a sign shop that makes street and highway type signs. The District also has
contract engineering, bridge inspection, and construction inspection income. The construction inspection and
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engineering income is through the Oklahoma Department of Transportation (ODOT). The District has a three
year, $3.6 million professional services agreement with ODOT to provide professional services necessary to
facilitate the implementation of transportation improvements as directed by the member counties. Because of
this agreement CED is required to have an overhead rate audit every two years. The District had this audit
prepared for the 2013 fiscal year.

5 –ACCOUNTS RECEIVABLE

At June 30, 2013 55.2% the District’s receivables were current. Since the majority of the receivable is with
Oklahoma Department of Transportation and the balance is more than likely to be received, there is no
allowance for doubtful accounts on the financial statements.

6 –EVALUATION OF SUBSEQUENT EVENTS

The Organization has evaluated subsequent events through September 3, 2013, the date which the financial
statements were available to be issued with none found.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To th e Board of Dire ctors
Easte rn Oklah om a Circuit Engine e ring District #2
Muskoge e , Oklah om a

W e h ave audite d, in accordance with th e auditing standardsge ne rally acce p te d in th e Unite d State s
of Am e rica and th e standardsap p licab le to financial auditscontaine d in Government Auditing
Standards, issue d b y th e Com p trolle r Ge ne ral of th e Unite d State s, th e financialstate m e ntsof th e
b usine ss-typ e activitie sof Easte rn Oklah om a Circuit Engine e ring District #2 asof and for th e ye ar
e nde d June 30, 2013, and th e re late d note sto th e financialstate m e nts, wh ich colle ctive ly com p rise
Easte rn Oklah om a Circuit Engine e ring District #2’sb asic financialstate m e nts, and h ave issue d our
re p ort th e re on date d Se p te m b e r13, 2013.

Internal Control Over Financial Reporting

In p lanning and p e rform ing our audit, we conside re d th e District’sinte rnal control ove r financial
re p orting (inte rnal Control) to de te rm ine th e audit p roce dure sth at are ap p rop riate in th e
circum stance sfor th e p urp ose of e x p re ssing our op inion on th e financialstate m e nts, b ut not for th e
p urp ose of e x p re ssing an op inion on th e e ffe ctive ne ssof th e District’sinte rnalcontrol.

A deficiency in internal control e x istswh e n th e de sign or op e ration of a control doe snot allow
m anage m e nt or e m p loye e s, in th e norm alcourse of p e rform ing th e ir assigne d functions, to p re ve nt or
de te ct and corre ct m isstate m e ntson a tim e ly b asis. A material weakness isa de ficie ncy, or
com b ination of de ficie ncie s, in inte rnal control such th at th e re isa re asonab le p ossib ility th at a
m ate rial m isstate m e nt of th e e ntity’sfinancial state m e ntswill not b e p re ve nte d or de te cte d and
corre cte d on a tim e ly b asis. A significant deficiency isa de ficie ncy, or a com b ination of de ficie ncie s,
in inte rnalcontrolth at isle ssse ve re th an a m ate rialwe akne ss, ye t im p ortant e nough to m e rit atte ntion
b y th ose ch arge d with gove rnance .

Ourconside ration of inte rnalcontrolwasforth e lim ite d p urp ose de scrib e d in th e first p aragrap h of th is
se ction and wasnot de signe d to ide ntify all de ficie ncie sin inte rnal control th at we conside r to b e
m ate rialwe akne sse s. Howe ve r, m ate rialwe akne sse sm ay e x ist th at h ave not b e e n ide ntifie d.



Compliance and Other Matters

Asp art of ob taining re asonab le assurance ab out wh e th e r th e District’sfinancialstate m e ntsare fre e
of m ate rial m isstate m e nt, we p e rform e d te stsof itscom p liance with ce rtain p rovisionsof laws,
re gulations, contractsand grant agre e m e nts, noncom p liance with wh ich could h ave a dire ct and
m ate rial e ffe ct on th e de te rm ination of financial state m e ntsam ounts. Howe ve r, p roviding an
op inion on com p liance with th ose p rovisionswasnot an ob je ctive of our audit, and accordingly, we
do not e x p re sssuch an op inion. Th e re sultsof our te stsdisclose d no instance sof noncom p liance or
oth e r m atte rsth at are re quire d to b e re p orte d unde r Government Auditing Standards.

Purpose of this Report

Th isp urp ose of th isre p ort issole ly to de scrib e th e scop e of our te sting of inte rnal control and
com p liance and th e re sultsof th at te sting, and not to p rovide an op inion on th e e ffe ctive ne ssof th e
e ntity’sinte rnalcontrolor on com p liance . Th isre p ort isan inte gralp art of an audit p re form e d in
accordance with Government Auditing Standards in conside ring th e e ntity’sinte rnal control and
com p liance . Accordingly, th iscom m unication isnot suitab le for any oth e r p urp ose .

Cloth ie r& Com p any, CPA’s, P.C.
Se p te m b e r 13, 2013



Original Final Actual Variance
Revenue:
CED Allowance $0 $0 $384,241 ($384,241)
State Equipment Sale 0 0 10,395 (10,395)
Sign Shop Income 0 0 78,620 (78,620)
Consulting Engineering Inc. 0 0 674,947 (674,947)
Bridge Inspection Income 0 0 69,633 (69,633)

Total Revenue 0 0 1,217,836 (1,217,836)

Personnel:
Employee Cost/Benefits $547,908 $547,908 $459,347 $88,561

Total Personnel 547,908 547,908 459,347 88,561

Operating:
Insurance 5,000 5,000 8,720 (3,720)
Vehicle expense 36,000 36,000 24,027 11,973
Telephone/Internet 7,200 7,200 0 7,200
Utilities 7,494 7,494 14,601 (7,107)
Office Exp/Postage/Dues 9,600 9,600 13,211 (3,611)
Travel/Meals/Training 6,800 6,800 4,303 2,497
Bridge/Engineering Exp 0 0 591 (591)
Sign Shop Materials 0 0 583,080 (583,080)
Other Expenses 4,800 4,800 5,443 (643)
Accountant/Audit 8,700 8,700 11,819 (3,119)

Total Operating 85,594 85,594 665,795 (580,201)

Capital Outlay 225,000 225,000 22,714 202,286

Total Expenses 858,502 858,502 1,147,856 (491,640)

Revenue Over Expenses ($858,502) ($858,502) $69,980 ($726,196)

Reconciliation to the Statement of Revenues,
Expenses, and Changes in Net Assets:

Less: Depreciation Expense (41,691)
Add: Capital Outlay 22,714

$51,003

Eastern Oklahoma Circuit Engineering 2
Budgetary Comparison

June 30, 2013

See accompanying footnotes and auditors' report.
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