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Chas. W. Carroll, PA.

‘The Broadway Tower - Suile 805 , .
114 E. Broadway INDEPENDENT AUDITOR’S REPORT Phone S80-234-5468
Fax 580-234-5425

The Honorable Board of Education
Friend School District #C~37
Grady County, Oklahoma

I have audited the accompanying fund type and account group financial statements
of Friend School District #C-37, Grady County, Oklahoma, as listed in the Table
of Contents as combined financial statements, as of and for the year ended June
30, 201Z2. These financial statements are the responsibility of the District’s
management. My responsibility is to express an opinion on these financial

statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in
the United States of Americe 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 I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclesures in the financial statements. An audit

also includes assessing the accounting principles used and significant estimates
evaluating the overall financial statement

reasonable basis for my

made by management, as well as
presentation. I believe that my audit provides a

opinion.

As described in Note 1, these financial statements were prepared in conformity
with the accounting and financial reporting regulations prescribed or permitted
by the Oklahcma State Department of Education which differs £from accounting
principles generally accepted in the United States of America. The effect on
the financial statements resulting from the use of this regulatory basis of
accounting and presentation as compared to accounting principles generally
accepted in the United States of America cannct be reasonably determined, bult is

considered material.

In addition, the District has not maintained the cost of fixed assets purchased

in previous years and thus deces not know the amounts that should be recorded in
Therefore, the General Fixed Asset

This information is reguired under the
the Oklahoma State Department of

the General Fixed Asset Account Group.
Account Group has not been presented.
regulatory presentation prescribed by

Fducation,

In my opinion, because of the effects of the matters discussed in the third
paragraph, the financial statements referred to above do not present fairly in
all material respects, in <conformity with accounting principles generally
accepted in the United States of America, the respective financial position of
the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the Friend School District #C-37, as
of June 30, 2012, and the respective changes in financial position thereof for

the year then ended.
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Independent Auditor's Report
Friend School District #C-37
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In wmy opinion, except for the omission of the General Fixed Asset Account Group
results in an incomplete presentation as explained in the fourth paragraph, the
financial statements referred to above do present fairly, in all material
respects, the assets, liabilities, and equity arising from regulatory basis
transactions of each fund type and account group of Friend School District #C-
37, as of June 30, 2012, and the revenues collected and expenditures
paid/expenses, where applicable, for the year then ended on the regulatory basis

of accounting described in Note 1.

My audit was conducted for the purpose of forming opinions on the fund type and
statements within the combined financial statements.

account group financial
expenditures of

The combining fund statements, schedules, and schedule of
federal awards, as listed in the Table of Contents under the other supplementary

information, are presented for purposes of additional analysis, and are not a
required part of the basic financial statement of the District. This other
supplementary information has been subjected to the auditing procedures applied
in the audit of the fund type and account group financial statements within the
combined financial statements and, in my opinion, is fairly presented in all
material respects in relation to the combined financial statements taken as a
whole on the regulatory basis of accounting described in Note 1.

Tn accordance with Government Auditing Standards, I have also issued a report
dated March 26, 2013, on my consideration c¢f the District’s internal contrel
over financial reporting and on my tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of my testing of
internal control over financial reporting and compliance and the results cof the
testing, and not to provide an opinion. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the results of my audit,

Sincerely,

’Ehéé. W. Carroll, P.A.
March 26, 2013

.~
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COMBINED FINANCIAL STATEMENTS
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Friend School District No.C-037, Grady County, Oklahoma

Combined Statement of Revenues Collected, Expenditures Paid and Changes in Fund Balances

Regulatory Basis - All Governmental Fund Types
For the Year Ending June 30, 2012

Revenue Collected:
Local Sgurces
Intermediate Sources
State Sources
Federal Sources
Non-Revenue Receipts

Total Revenue Collected

Expenditures Paid:
fnstruction
Support Services
Operation of Non-Instructional Services
Facilities Acqusisition and Construction
Other Qutiays
Other Uses
Repaymenis
Interest Paid on Warrants and Bank Charges
Debt Service:
Principal Retirement
Interest and Fiscal Agent Fees

Total Expenditures Paid

Excess of Revenues Collected Over (Under)
Expenditures Paid Before Adjustmenis to
Prior Year Encumbrances

Adjustments to Prior Year Encumbrances

Other Financing Sources (Uses):
Estopped Warrants
Bond Proceeds
Transfers in
Transfers QOut

Total Other Financing Sources (Uses)
Excess (Deficiency) of Revenue Collected
Over Expenditures Paid and Other Financing
Sources (Uses)

Fund Balance - Beginning of Year

Fund Balance - End of Year

: Totals
- {(Memorandum

Governmantal Fund Types Only)

Special Debt Capital June 30,

General Revenue Service Projects 2012
$ 291,870 § 60,233 $ 133,893 $ 7% 486,073
31,969 0 0 0 31,969
792,726 11,648 0 0 804,374
163,784 59,056 0 0 222,840
568 2,863 0 0 3,431
$ 1,280,818 & 133,800 % 133,893 & 77 % 1,548,688
$ 769,263 $ 03 0% 0% 769,263
480,538 50,209 G 12,107 542,854
4,213 119,850 0 0 124,063
0 8,207 0 178,719 186,927
¢ 2,863 0 Q 2,863
0 0 0 0 0
0 ] G 0] 0
8] 0 0 0 0
0 0 125,000 0 125,000
0 0 , 13,565 0 13,565
$ 1254014 % 181,129 § 138,565 % 190,826 % 1,764,535
$ 26,904 § (47,330) $ (4672} §  (190,749) $ {215,847)
$ 0% 0% cC 8 0% 0
$ 70 % 0% (- 0% 70
0 0 0 0 0
111 34,525 0 0 34,636
0 0 0 0 0
$ 181 § 34,525 $ 0% 0% 34,706
$ 27,085 % (12,805 $ {4672) % {190,749) § (181,141%)
344,616 83,875 \ 12,633 191,384 632,508
$ 371,701 & 71,070 % 7,862 % 635 % 451,367

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

-
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Friend CSD No. 37, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2612

Note 1 - Summary of Significant Accounting Policies

The basic financial statements of the Friend Public Schools County District No, 37, Grady County,
Oklahoma (the “District”™) have been prepared in conformity with an other comprehensive basis of
accounting as prescribed by the Oklahoma State Department of Education. The more signilicant of

the District’s accounting policics are described below.

I.A. Reporting Entity

The District is a corporate body 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 (klahoma under the general direction and control
of the State Board of Education and is financially dependent on the State of Oklahoma support. The
general operaling authority for the public school system is the Oklahema 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
all potential component units. The decision 10 inclode 2 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
reporling 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 excrcise oversight responsibility include, but are not limijed 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 evalvating potential component units is
the scope of public service. Application of this criterion involves considering whether the activity
benefits the District and Jor its citizens, or whether (he 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 entily 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. The District has various supporting groups. Howcver, the
District does not appoint any of the board members or exercise any oversight authority over these

groups and the dollar amounts are not maierial to the District.

1.B. Fund Accounting

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

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

available financial resources.
Funds are classified into three categories: governmental, proprictary, and fiduciary. Each category, in

turn, is divided into separate "fund types.”



Friend CSD No. 37, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

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

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

Governmental Fund Types

Governmental funds are used to account for all or most of a government’s general activities,
including the collection and disbursement of carmarked monies {special revenue funds), the
acquisition or construction of general fixed assets (capilal projects funds), and the servicing of

general long-term debt (debt service funds).

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

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

must be expended for specific programs.

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

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

equipment,

Child Nutrition Fund - The Child Nutrition Fund consists of monies collected  from meals
served to swdents and employees of the district and is expended on food, supplies and
salaries to operate the junchroom. The district also deposits reimbursements received from

the National School Lunch and Breakfast programs info this fund.

3. 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,
interest and related costs. The primary revenue sources are local property taxes levied specifically

for debt service and inferest earnings from temporary investments.

4, Capital Projects Fund - The Capital Projects Fund consists of the Districts 2010 Building bond
issues. These funds are used exclusively for acquiring transportation equipment, acquiring school
sites, constructing and equipping new school facilities and renovating existing factlities,

Fiduciary Fund Types

Fiduciary Funds are used to account for assels held on behalf of outside parties, including other
governments, or on behalf of other funds within the District. 'When these assels are heid under the
terms of a formal trust agreement, {rust funds are used for their accounting and reporting.  Agency
funds generally are used 1o account for assets that the District holds on behalf of others as their

agent and do not involve measurement of results of operations.



Friend CSD No. 37, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

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

1.B. Fund Accounting, (continued)

1. Trust and Agency Funds - The Agency Funds include the School Activities fund, which is
used Lo account for monies, collected principally through fundraising efforts of the students
and District-sponsored groups. The administration is responsible, under the authority of the
Board, of collecting, disbursing and accounting for these activily funds. The Fiduciary Fund
Type also includes a Gift Fund provided to the district in an expendable trust fund. The Gift

Fund is 10 be used for capital improvements.

Account Groups

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

funds.

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

which are to be paid from funds provided in future years.

2. General Fixed Asset Account Group - This account group is used to account for property,
plant and equipment of the District. The District does not have the information necessary 10
include this group in its combined financial statements.

Memorandmn Only - Total Column

The total column on the general purpose financial statements is captioned “memorandum only” 10
indicate that it is presenied only to facilitate financial analysis. Data in this column does not
present financial position, results of operations or cash flows in conlormity with generally aceepted
accounting principles. Neither is such data comparable Lo a consolidation. Interfund eliminations

have not been made in the aggregation of this data.

1.C. Basis of Accounting and Presentation

The District prepares its financial statements in a presentation format that is prescribed by the
Oklahoma State Department of Education. This format is essentially the generally accepted form of
presentation used by slate and local governments prior {o the effective date of GASB 34, Basic
Financial Statements-Management’s Discussion and Analysis-for State and Local Governments. This

formalt significantly differs from that required by GASB 34.

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

follows:

» ILincumbrances represented by purchase orders, contracts, and other commiltments for the
expenditure of monies and are recorded as expenditures when approved.

*  Investmends and inventories are recorded as assets when purchased.

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

lives.



Friend CSD No. 37, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

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

*  Warrants payable are recorded as liabilitics when issued.
*  Long-term debt is recorded when incurred.
e Accrued compensated absences are recorded as an expenditure and lability when the obligation is

incurred.

This reguiatory basis of accounting differs from accounting principles generally accepted in the United
States of America, which require revenues (o be recognized when they become available and
measurable, or when they are earned, and expenditures or expenses o be recognized when the related
liabilitics are incurred for governmental fund types; and, when revenues are earned and hiabilities are

incurred for proprietary fund types and trust funds.

1.D. Budgets and Budgetary Accounting

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

Under current Oklahoma Statutes, a formal budget is required for all funds except for trust and agency
funds. Budgets are presenied 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.

1.IE. Assets, Liabilities and Fund Equity

Cash and Cash Equivalents — For purposes of the statement of cash flows, the District considers all
cash on hand, demand deposits, and highly liquid investments, with an original maturity of three

months or less when purchased, to be cash and cash equivalents.

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

approximated market value.

Progerty Tax Revenues — The BPistrict is authorized by state faw 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 lax
rol] for submission to the county treasurer prior to October 1. The county treasurer musi commen<e
tax collection within fifteen days of receipt of the tax rolls. The first half of taxes are due prior to

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

I 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 not paid by
the following October 1, the property is offered for sale for the amount of taxes due. The owner has
two years to redeem the property by paying the taxes and penally owed. I at the end of two years the
owner has not done so, the purchaser is issued a deed to the property.



Friend CSD No. 37, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

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

1.E.

Assets, Liabilities and Fund Equity, (continued)

Inventories — The value of consumable inventories at June 30, 2012, is not material to the basic

financial statements.

Fixed Assets and Property, Plant and Equipment - The General Fixed Asset Account Group has not

been presented.

Compensated Absences - Vested or accumulated vacation leave that is expected to be liquidated with
expendabie available financial resources is reported as an expenditure and a fund hability of the
governmental fund that will pay it. There are no amounts of vested or accumulaled vacation leave that
are not expecled to be liguidated with cxpendable available financial resources. Vested or
accurnulated vacation leave of proprictary funds is recorded as an expense and fiability of those funds

as the benefits accrue to employees.

No liability is recorded for nonvesting accumulating rights to receive sick pay benefits. Vested

accumulated rights to receive sick pay benefits bave not been reported in the general long-term debt
account group since the amount is not material to the financial statements.

Long-Term Debt — Long-lerm debt is recognized as a liability of a governmental fund when due or
when resources have been accumulated in the debt service fund for payment early in the following

year. For other long-terms obligations, only that portion expecled 1o be financed from expendable
available financial resources is reported as a fund liability of a governmental fund. The remaining
portion of such obligations is reporied in the general long-term debt account group. Long-lterm
liabilities expected Lo be financed from proprictary fund operations are accounted for in those funds.

Fund Balance - Fund balance represents the cash and investments not encumbered by purchase order,

legal contracts, and outstanding warrants,

Revenue, Expenses, and Expenditures

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

accurmutated from the districts.

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

the adjustment is made.

The Districl receives revenue from the state to administer certain categorical education programs. The
State Board of Education rules require that revenue earmarked for these programs be expended only
for the program for which the money is provided. These rules also requirc that the money not
expended as of the close of the fiscal year be carried forward into the following year 1o 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.



Friend CSD No. 37, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

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

1.E. Revenue, Expenses, and Expenditures, (continued)

Interfund Transactions - Quasi-external transactions are accounted for as revenues, expenditires or
expenses. Transactions thal constitule reimbursements 10 a fund or expendituresfexpenses initially
made from it that are properly applicable to another fund, are recorded as expendituresfexpenses in the

fund that is reimbursed.

All other interfund transactions, except quasi-cxternal transactions and reimbursements, are reported
as transfers. Transfer inftransfers out may not agree because activily fund tramsactions are not

mcluded.

Note 2 — Deposit and Investment Risk

The District held the following deposits and investments at June 30, 2012:

Carrying
Value
Deposits:

Demand Deposits
Time Deposits ~ Certificates of Deposit

$540,994
_ 15,340

Total Deposits $556,334

Fair Value Credit Rating Maturity Date

Investments Other Than Certificates of Peposits:

None

Reconciliation to the Combined Statement of Assets, Liabilities and Equity

Cash and Cash Equivalents $540,440

Investments 15,340

Activity Fund Outstanding Checks/Deposits 554
$556,334

Tolal Deposits and Investments  — $330,334

Custodial Credit Risk — Exposure o custodial eredit related to deposits exists when the District hoids
deposits that arc uninsured and uncollateralized; collateralized with securities held by the pledging

financial institution, or by its trust department or agent but not in the, District’s namc; or collateralized

without a written or approved collateral agreement. Exposure to custodial credit risk related 1o

investments exists when the District holds investments that are uninsured and unregistered, with
securities held by the counterparty or by its trust department or agent but not in the District’s name.

The Pistrict’s policy as it relates to custodial credil risk is to secure its uninsured deposits with
collateral, valued at no more than market value, at least at a level of 100 percent of the uninsured
deposits and accrued inlerest thereon, The investment policy and slate law also limils acceptable
coHateral to U.S. Treasury and agency securities and direct debt obligations of the state, municipalities,
counties, and school districts in the state of Oklahoma, surety bonds, and letters of credit. As required
by Federal 12 11.8.C.A., Section 1823(e), all financial institutions pledging collateral to the District must
have a wrilten collateral agreement approved by the board of directors or Joan commitlee.



Friend CSD No. 37, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 2 .- Deposit and Investment Risk, (continued)
AL June 30, 2012, the District was nol exposed to custodial credit risk as defined above.

Investment Credit Risk — The Pistrict has no investment policy that limits its investment choices other
than the limitations of state law that generally autherize investment in: ®

I. Direct obligations of the U.S. Government, its agencies and instrumentalitics to which the full faith
and credit of the U.§. Government is pledged, or obligations to the payment of which the full faith

and credit of the State is pledged.
2. Certificates of deposit of banks when such certificates of deposits are secured by acceptable

collateral for the deposit of public monies,
3. Savings accounts or saving certificates to the extent that such accounts or certificates are fully

insured by the United States Government.
4. Repurchase agreements that have underlying collateral including obligations of the United Stales
government, its agencies and instrumentalities, or the State of Oklahoma,
County, municipal or school district debt obligations for which an ad valorem tax may be levied.
Money market funds regulated by the SEC and in which investments consist of the investments
consist of obligations of the United States, its agencies and instrumentalities.

7. Warrants, bonds or judgments of the school district.
8. Qualified pooled investment programs through an intertocal cooperative agreement formed pursuant
to applicable law and 1o which the board of education has voted to be a member, the investments of

which consist of those items specified in paragraphs 1 through 7 above, as well as obligations of the

United States agencies and instrumentalities.
9. Any other investment that is authorized by law.

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

not require disclosure of credit quality.
The district had no investiment credit risk as of June 30, 2012, as defined above.

Investment Interest Rate Risk - Interest rate risk is the risk that changes in interest rates wili adversely
affect the fair value of an investment. The District does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates. The District discloses it exposure 1o interest rate risk by disclosing the maturity dates of
its various investments. The District had no investment interest rate risk as defined above.

Concentration of Investment Credit Risk — Exposure to concentration of credil risk is considered to
exist when investments in any onec issuer represent a significant percent of total investments of the
District (any over 5 percent are disclosed). Investments issued or explicitly guaranteed by the U.S.

government and investments in mutual funds, external investment pools, and other pooled investments

are excluded from this consideration, The District places no limit on the amount it may invest in any

one 1ssuer,

At June 30, 2012, the District had no concentration of credit risk as defined above.



Friend CSD No. 37, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 3 - General Long-term Debt

State statules prohibit the District from becoming indebted in an amount exceeding the revenue (o 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 and {ransportation
purposes. These bonds are required Lo be fully paid serially within 25 years from the date of issue.

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

service fund.

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

30, 2012:
Bonds Capital Lease Compensated
Payable Obligations Absences Total
Balance July 1, 2011 415,000 57,060 0 472,060
Additions 0 o | 0 0
Retirements 125,000 4,967 0 129,967
Balance, June 30, 2012 200,000 52,093 0 342,093

A brief description of the outstanding general obligation bond issues at June 30, 2012, s set forth

below:
Interest Maturity Amount Amount
Raie Date Issued Outstanding
1.25 -
2010 Building Bonds 2.00% June 1, 2014 415,000 290,000
Totals $ 415,000 % 290,000

Presented below is a summary of debt service requirements to maturity by years and by each bond

issue:

Principal Interest Total
2009 Building Bond
2012-2013 145,000 5,220 150,220
2013-2014 145,000 2,900 147,900
Sub Total $ 290,000 % + 8,120 § 298,120
Total Bonds $ 290,000 % 8,120 § 298,120

Interest expense on bonds payable incurred during the current year totaled $13,565.

The District has entered into lease agreements as lessee for financing the acquisition of a Portable
Building. This lease agreement qualifies as capital leases for accounting purposes since title transfers
at the end of the leasc terms and it has been recorded at the present vatue of the future minimum lease

payments,



Friend CSD No. 37, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 3 - General Long-term Debt, (continued)

As noted in Note 1 Lo the financial statements, the District does not record fixed assets in the {inancial
statements. Consistent with this, the District has not recorded the above assets as assets in the General
Fixed Assets Account Group. The District has recorded the liability for future lease payments in the
general long-term debt account group for the above leases. The schedule of future minimum lease
payments under the capital leases and the present value of the net minimum lease payments at June 30,

2012 is as follows:

Portable
Year Ending Building
Lease

June 30, 2012 Payment
2013 6,683
2014 48,382
Total 5 55,005

Less: Amount Representing Interest _(2,972)

Present Value of Future Minkimum Lease Payments $ 52,093

Note 4 - Employee Retirement System

Plan Description - The District participates in the state-administered Oklabomna Teachers' Retirement
System (the *System™) which is a cost-sharing multiple-employer defined benefit Public Employee

Retirement System. Under the System the District, the State of Oklahoma, and the participating
employees make contributions. Participation is required for all teachers and other certified employees
and is optional for all other regular employees of public educational institutions who work at least 20
hours per week. A participant’s date of membership is the date the first contribution is made to the
System. The System is administered by a board of trustees which acts as a fiduciary for investing the
funds and poverning the administration of the System. The district has no responsibility or authority
for the operation and administration of the System nor has it any Hability, except for the current

contribution requirements.

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

Box 53524, Oklahoma City, Ok 73152 or by calling (405) 521-2387.

A participant with five years of creditable service may retire with a normal retirement allowance at the
age of sixty-twe or with reduced benefits as early as age fifty-five. The normal retirement allowance
paid menthly for life and then to beneficiaries, if certain oplions are exercised, equals two percent or
the average of the highest threc carning years of contributory service multiplied by the number of
years of credited service. A participant leaving employment before attaining retirement age, but
completing ten years of service, may elect Lo vest his accumulated contributions and defer receipt of a
retirement annuity unti! a later date. When a participant dies in active service and has completed ten

years of crediled service, the beneficiary is entitled to a death benefit of $18,000, and the surviving
spouse may, in lieu of the death benefit, elect to receive, subject to the surviving spousal aptions, the

participant’s retirement benefits acerued at the time of death.



Friend CSD No. 37, Grady County
Notes To The Financial Staiements
For The Year Ended June 30, 2012

Note 4 - Employee Retirement System (continued)

The contribution rates for the Districts, which are not actuarially determined, and its employees are
established by statute and applied to the employee’s carnings, plus employer-paid fringe benefits. The
District is required by statute to contribute 9.50% of applicable compensation for the year ended June
30, 2012. The District is allowed by the Oklahoma Teacher's Retirement System to make the required
contributions on behalf of the participating members.  The required contribution for participating

members is 7%.

The District’s contributions to the System for the years ending June 30, 2012, 2011, and 2010 were
$75,211, $64,590, and $65,930 respectively.

The compensation for employees covered by the System for the year ended June 30, 2012 was
$793,966; the District's total compensation was $945,845.  In addition to the District’s 9.50%
contributions, the District was required (o pay into the System 7.00% of compensation arising from

federal grants ($6,886). There were $44,274 contributions made by employees during the year ended
June 30, 2012.

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, 2011, 1s as follows:

Total pension obligation $17,560,754,452
Net assets available for benefits, at cost 9.960.576,151
Nonfunded pension benefit obligation $ 71.6006,178.301

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

of interest income.

Ten-year historical trend information is presented in the Teacher’s Retirement System of Oklahoma
Annuval Report for the year ended June 30, 2011, This information is useful in assessing the pension
plan’s accumulation of sufficient assets 1o pay pensijon benefits as they come due.

Note 5 - Contingencies

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

Note 6 — Risk Management

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

16



Friend CSD No. 37, Grady County
Notes To The Financial Stalements
For The Year Ended June 30, 2012

Note 7 - Use of Listimates

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

Note 8 — Surety Bonds

The District has a surety bond with The Ohio Casualty Insurance Company that covers the {ollowing

employees for the following amounts:

Gayla Allen — Lunch Room Manager $ 5,000
Kristi Smith ~ Activity Clerk/Minutes Clerk $5,000
Debbie Allison - Encumbrance Clerk $ 5,000
Tanuny Swinburne -Principal § 5,000
Alton Rawlins-Superintendent $100,000
$100,000

Darrel Johnston — Treasurer

The bond number 1597032 is continuous and has been in effect since July |, 1993,



OTHER SUPPLEMENTAL INFORMATION




Friend School District No.C-037, Grady Counly, Oklahoma
Combining Statement of Assets, Liabilities and Cash Fund Balances

Regulatory Basis - All Special Revenue Funds
For the Year Ending June 30, 2012

Child Total
Building Nutrition June 30,
ASSETS Fund Fund Term Debt
Cash and Cash tEquivalents $ 55,356 18,871 74,227
Investments 0 0 0
Total Assels $ 55,356 18,871 74,227
LIABILITIES AND FUND BALANCE
liabilities:
Warrants Payable $ 1,661 1,497 3,157
Reserve for Encumbrances 0 0 0
Total Liabilities $ 1,661 1,497 3,157
Fund Balance:
Cash Fund Balance $ 53,696 17,374 71,070
Total Fund Balance $ 53,696 17,374 71,070
Total Liabilities and Fund Balance $ 55,356 18,871 74,227

Exhibit A-1



Friend School District No.C-037, Grady County, Oklahoma
Combining Statement of Revenues Collected, Expenditures Paid and Changes in Fund Balances
Regulatory Basis - Special Revenue Funds

For the Year Ending June 30, 2012

Revenue Colfected:
tocal Sources
Intermediate Sources
State Sources
Federal Sources
Non-Revenue Receipts

Total Revenue Collected

Expenditures Paid:
Instruction
Suppor Services
Operation of Non-instructional Services
Facilities Acguisition and Construction
Other Qutfays
Other Uses
Repayments
Interest Paid and Bank Charges

Total Expenditures Paid
Excess of Revenues Collected Over (Under)

Expenditures Paid Before Adjustments to
Prior Year Encumbrances

Adjustments to Prior Year Encumbrances

Other Financing Sources (Uses):
Estopped Warrants
Transfers In
Transfers Out

Total Other Financing Sources (Uses)

Excess (Deficiency) of Revenue Collecied
Over Expenditures Paid and Other Financing
Sources (Uses)

Fund Balance - Beginning of Year

Fund Balance - End of Year

Child Total
Building Nutrition June 30,
Fund Fund 2012

$ 60,208 26 % 60,233
0 0 0

0 11,648 11,648

0 59,056 58,056

2,863 0 2,863

$ 63,070 70,730 % 133,800
$ 0 0% 0
50,209 0 50,209

0 119,850 119,850

8,207 0 8,207

2863 0 2,863

0 0 0

] G 0

0 0 0

$ 61,279 119,850 3 181,126
$ 1,791 (49,1213 % (47,330)
$ 0 0% 0
$ ¢] 0% 0
4] 34,525 34,525

0 0 0

$ 0 34,525 § 34,525
$ 1.791 (14,595) § (12,805)
51,9056 31,870 83,875

$ 53,696 17,374 § 71,070

Exhibit A-2
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Friend Schoof District No.C-037, Grady County, ORlahoma
Combining Assets, Liabilities and Fund Equity

ASSETS

Cash
Investments

Total Assels

LIABILITIES AND FUND EQUITY

Liabilities:
Due To Activity Groups

Total Liabilities

Fund Equity:
Unreserved/Undesignaled

Total Liabilities and Fund Equity

Activity Fund - Regulatory Basis

For the Year Ending June 30, 2012

Exhibit A-4

$

$____

©wr &

Schoof
Activity
Fund

21,755
15,340

37,095

37,085

37,095

37,095
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FRIEND SCHOOQL DISTRICT #C-37 SCHEDULE Z2-00
GRADY COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

STATE OF OKLAHOMA )

)
COUNTY OF GARFIELD )

The undersigned auditing firm of lawful age, being first duly sworn on cath
says that said firm had in full force and effect Accountant’ Professional
Liability Insurance in accordance with the “Oklahoma Public Schoel Audit Law”
at the time of the audit contract and during the entire audit engagenent with

the Friend School District #C-37, Grady County, Oklahoma, for the audit year
2011-12.

Chas. W. Carroll, P.A,
Auditing Firm
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Chas. W. Carroll, P.A.

Enid, Cklahoma 73701
Phonc 580-234-5468
Pax 580-234-5425

‘The Broadway Tower - Suite 805
114 E. Broadway
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 AUDTTING STANDARDS

The Henorable Board of Education
Friend Schoeol District #C-37
Grady County, Oklahoma

Board Members:

I have audited the accompanying fund type and account group financial statements
of the Friend Scheel District #C-37, Grady County, Oklahoma, as listed in the
Table of Contents as combined financial statements as of and for the year ended
June 30, 2012, and have issued my report thereon dated March 26, 2013. The
report on these financial statements was adverse because the District has
elected to prepare its financial statements in conformity with the accounting
reporting regulations prescribed or permitted by the Oklahoma
State Department of Education, which 1s a material departure from accounting
principles generally accepted in the United States of America. My opinion
regarding the presentation of the financial statements referred to above in
conformity with the prescribed basis of accounting was qualified due to a
departure related to general fixed assets. I conducted my audit in accocrdance
with auditing standards generally accepted in the United States of Bmerica and
the standards applicable to {financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

and financial

Internal Control Over Fipancial Reporting
In planning and performing my audit, I considered the District's internal

contrel over financial reporting as a basls for designing our auditing
procedures for the purpose of expressing my opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the
District’s internal control over financial reporting. Accordingly, I do not
express an opinion on the effectiveness of the District’s internal control over

financial reporting.

internal contrel exists when the design or operation of a
in the normal course of
correct

A deficiency in
control does not allow management or employees,
performing their assigned functions, to prevent or detect and
misstatements on a timely basis. A material weakness 1is a deficiency, or a
combination of deficiencies, in internal control such that there is a reascnable
possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on & timely basis.

My consideration of internal control over financial reporting was for the
limited purpcse described in the first paragraph of this section and was not
designed to identify all deficiencies in internal contrel over financial
reporting that might be deficiencies, significant deficiencies, significant
weaknesses, or material weaknesses. I did not identify any deficiencies in
internal contrel over financial reporting that T consider to be material

weaknesses, as defined above.
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INTERNAL CONTROL/COMPLIANCE REPORT
Friend School District #C-37
Page Two

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

statements are free of materlial misstatement, I 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 wmy audit and
accordingly, I do not express such an opinion. The results of my tests
disclosed no instances of noncompliance or other matters that are required to be

reported under Government Auditing Standards.

reported to management of the District in a

I noted certain matters that I
2013 titled Current Year BAudit Exceptions and

separate letter dated March 26,
Recommendations as item B-1.

The District’s response to the findings identified in my audit is described in
the accompanying schocl’'s corrective action plan. I did not audit the

District's response and, accordingly I express no opinion on it.

This report is intended solely for the information and use of management, the
School Board, others with the entity and federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone

other than these specified parties.

Sincerely,

wéhaé. W. Carroll, P.A.
March 26, 2013
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FRIEND SCHOOL DISTRICT #C-~37
GRADY COUNTY - OKLAHOMA
JULY 1, 2011 T0O JUNE 30, 2012

SCHEDULE OF FINDINGS
JUNE 30, 2012

Section 1 ~ Summary of Auditor’s Results

No reportabkle conditions, either material or immaterial,
brought to my attention during the 2011-12 fiscal year.

PAGE 20
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FRIEND SCHOOL DISTRICT #C-37
GRADY COUNTY - COKLAHOMA
JULY 1, 2011 TC JUNE 30, 2012

DISPOSITION OF PRIOR YEAR FINDINGS
JUNE 30, 2012

There were no reportable conditicns noted in the 2010-11 fiscal year.
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FRIEND SCHOOL DISTRICT #C-37
GRADY COUNTY - OKLAHOMA
JULy 1, 2011 TO JUNE 30, 2012

CURRENT YEAR AUDIT EXCEPTIONS AND RECOMMENDATIONS

Specific Administrative Controls

Internal Control

B-1 Reporting Federal Program Expenditures

(511), Title II Pt A (541/586), IDEA-
reported to the State Department of
(OCAS) reporbt were overstated

The federal expenditures for Title I
B (621) and Education Jobs ARRA (790)
Education on the Cklahoma Cost Accounting Systemn
by a total of $2,490.9%4,

Program Expenditures

Applicable Program
Reported on OCAS

Federal Program Expenditures

Title I (511) $29,399.08 $31,581.98
Title II Pt A (541/586) 7,806.50 7,937.47
IDEA-B Flow Through (621) 34,120.30 34,250.22
ARRA Education Jobs (790) 37,412.00 37,559.15

T recommend the District Administration contact the State Department of

Education for reconciliation procedures.
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FRIEND SCHOOL DISTRICT HC-~-37
GRADY COUNTY — OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

PRIOR YEAR AUDIT EXCEPTIONS AND RECOMENDATIONS

All pricr year audit exceplions have since been resolved unless they are
presented in the current year audit exceptions and recommendations followed by
“A similar excepltion was presented in the previous years audit report”.
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