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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Eastern Oklahoma Circuit Engineering District #2
Muskogee, Oklahoma

We have audited the accompanying financial statements of the business-type activities of Eastern
Oklahoma Circuit Engineering District #2, of Oklahoma, as of and for the year ended June 30, 2014,
and the related notes to the financial statements, which comprise the District’s basic financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risk of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit 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
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of Eastern Oklahoma Circuit Engineering
District #2 as of June 30, 2014, and the respective changes in financial position and, where applicable,
cash flows thereof for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Other Matters

Required Supplementary Information

Manage has omitted the management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing
information.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Eastern Oklahoma Circuit Engineering District #2’s basic financial statements.
The budgetary comparison information is presented for purposes of additional analysis and is not a
required part of the basic financial statements.

The budgetary comparison information has not been subjected to the auditing procedures applied in
the audit of the basic financial statements, and accordingly, we do not express an opinion or provide
any assurance on it.

Clothier & Company, CPA's, P.C.
November 6, 2014



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



Revenue

State equipment auction 11,103$

Oklahoma coop CED 415,723

Bridge inspection 334,791

Consulting engineering 690,966

Sign shop income 59,236

Other income 883

Total Revenue 1,512,702

Cost of Sales

Cost of sales/job costs 816,422

Gross Profit 696,280

Operating Expenses

Wage Expenses 443,999

Employee benefits 125,261

Professional fees 7,170

Auto/truck expense 18,959

Conference/seminar/training 45

Depreciation expense 46,152

Inusrance 1,352

Travel/meals 6,562

Office expenses 18,197

Licenses expense 1,590

Utilities/telephone 16,519

Repairs/maintenance/supplies 3,550

Advertising 256

Postage/freight 527

Safety/medical expense 1,092

Total Operating Expense 691,231

Increase (Decrease) in Net Assets

Temporarily Restricted 0

Permanently Restricted 0

Unrestricted 5,049

Beginning Net Assets 1,089,870

Ending Net Assets 1,094,919$

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

Statement of Activities
June 30, 2014



Cash Flows From Operating Activities:

Cash received from funding sources 426,826$

Cash received from other sources 1,121,198

Cash paid to employees (443,999)

Cash paid to suppliers (1,019,292)

Net Cash Flows from Operating Activities 84,733

Cash Flows from Capital and Related Financing Activities:

Purchase of capital assets (64,530)

Net cash Used for Capital and Related Financing Activities (64,530)

Cash Flows from Investing Activities: 0

Net Cash Provided by Investing Activities 0

Net increase in cash and cash equivalents 20,203

Cash and cash equivalents at beginning of year 541,805

Cash and cash equivalents at end of year 562,008$

Interest expense $ 0

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

Net income (loss) 5,049$

Add Depreciation expense 46,152

(Increases)/Decreases in Current Assets:

Accounts receivable 35,799

Inventory (3,109)

Prepaids 1,489

Increases/(Decreases) in Current Liabilities:

Accounts payable 3,633

Accrued expenses (4,280)

Net Cash Flows from Operating Activities 84,733$

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

Statement of Cash Flows
June 30, 2014
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NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2014

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, 2014.

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, 2014. The District has pledged securities that cover $300,000. There were $12,008 uninsured or
unsecured receipts as of June 30, 2014.

3 – PROPERTY, PLANT & EQUIPMENT

Beginning Additions/ Accumulated Book

Balance Deletions Depreciation Balance

Vehicles 89,257 49,065 (63,207) 75,115

Furniture/Fixtures 8,147 0 (5,138) 3,009

Equipment 115,783 15,465 (76,355) 54,893

Building 284,878 0 (30,927) 253,951

Land 100,988 0 0 100,988

599,053 64,530 (175,627) 487,956

Depreciation expense for the year ending June 30, 2014 was $46,152.

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, 2014 94.6% the District’s receivables were current or less than 60 days old. 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 November 6, 2014, 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 the Board of Directors
Eastern Oklahoma Circuit Engineering District #2
Muskogee, Oklahoma

We have audited, in accordance with the 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, the financial statements of the
business-type activities of Eastern Oklahoma Circuit Engineering District #2 as of and for the year
ended June 30, 2014, and the related notes to the financial statements, which collectively comprise
Eastern Oklahoma Circuit Engineering District #2’s basic financial statements, and have issued our
report thereon dated November 6, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit, we 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 our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District’s internal control. Accordingly,
we do not express an opinion on the effectiveness of Eastern Oklahoma Circuit Engineering District
#2’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal 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.

Our 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 we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free
of material misstatement, we 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 statements amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

This purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results 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 preformed 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.

Clothier & Company, CPA’s, P.C.
November 6, 2014
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Original Final Actual Variance
Revenue:
CED Allowance $378,000 $378,000 $415,723 ($37,723)
State Equipment Sale 10,400 10,400 11,103 (703)
Sign Shop Income 64,000 64,000 59,236 4,764
Consulting Engineering Inc. 600,000 600,000 690,966 (90,966)
Bridge Inspection Income 65,000 65,000 334,791 (269,791)
Other 0 0 406 (406)

1,117,400 1,117,400 1,512,225 (394,825)
Operating:
Salaries/Wages 335,766 335,766 443,999 (108,233)
Benefits 133,000 133,000 125,261 7,739
Professional fees 2,800 2,800 7,170 (4,370)
Auto/truck expense 23,000 23,000 17,012 5,988
Conference/seminar 1,500 1,500 45 1,455
Depreciation Expense 33,000 33,000 46,152 (13,152)
Insurance Expense 6,800 6,800 1,352 5,448
Meales/travel 5,000 5,000 6,562 (1,562)
Office Supplies 9,000 9,000 17,504 (8,504)
Licenses 0 0 1,590 (1,590)
Utilities/telephone 15,500 15,500 15,900 (400)
Misc/other expenses 130 130 (477) 607
Repairs/mainten/supplies 2,000 2,000 3,550 (1,550)
Advertising 270 270 256 14
Postage/Freight 600 600 527 73
Safety/medical 0 0 1,092 (1,092)
Cost of Sales 506,670 506,670 812,048 (305,378)

Total Operating 1,075,036 1,075,036 1,499,543 (424,507)

Capital Outlay 0 0 0 0
Equipment 0 0 15,465 (15,465)
Trucks 0 0 49,065 (49,065)

Total Capital Outlay 0 0 64,530 (64,530)
Total Expenses 1,075,036 1,075,036 1,564,073 (489,037)

Revenues Over Expenditures $42,364 $42,364 ($51,848) $94,212

Add: Capital Outlay 64,530
Change in Net Assets $12,682

Eastern Oklahoma Circuit Engineering 2
Budgetary Comparison

June 30, 2014

See accompanying footnotes and auditors' report.
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