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AUDIT ACKNOWLEDGMENT

The annual independent audit for the Hollis Independent School District No. I-66
was presented to the Board of Education in an Open Board Meeting on November 13,
2012, by Marilyn J. Kroll, CPA Inc. PC.

The School Board acknowledges that as the governing body of the district,
responsible for the district’s financial and compliance operations, the audit
findings and exceptions have been presented to them.

A copy of the audit, including this acknowledgment form, will be sent to the
Oklahoma State Department of Education within 30 days from it’s presentation, as
stated in 70 0.S. S 22-108:

“The local board of education shall forward a copy of the audit report
to the State Board of Education withing thirty (30) days after receipt of

said audig.”

[

Jior ,[om/

Su ﬂngndéné*ﬁf Schools Board of Educatlon‘Vlce President
’é ’\<*-£zlx\f~ 1 N2
Bodrd of Edi/?élon Pres;d/ht Board of Education Member

\_/{ &45\74%-%

Board of Education Member

Board of Education Member

Subscribed and sworn to before me on this \5 Day of, L‘lgg:ﬂs !)ﬂ! ,2012.
My commission expires on 2 pay of p¥h(§\ . 20,*&
. SSOWAF. Lo,
3 Q ............. W A
oo SH - : L"‘f-q,

Notary Public gf SO
z




HOLLIS INDEPENDENT SCHOOL DISTRICT NO. I-66
HARMON COUNTY, OKLAHOMA
JUNE 30, 2012

SCHOOL DISTRICT OFFICIALS

BOARD OF EDUCATION

President Terry Bogle
Vice-President Heath Beanland
Member Scott Horton
Member Dr. Akram Abraham
Member Danna Robinson

CLERK OF BOARD OF EDUCATION

Danna Robinson

SCHOOL DISTRICT TREASURER

Robbie Gee

SUPERINTENDENT OF SCHOOLS

Jennifer McQueen



HOLLIS INDEPENDENT SCHOOL DISTRICT NO. I-66
HARMON COUNTY, OKLAHOMA
JUNE 30, 2011

TABLE OF CONTENTS

Independent Auditor’s Report . . . . . . . . ¢« ¢ v v o v+ v v e e v e . 1

Combined Statement of Assets and Liabilities and Fund Balances
All Fund Types and Account Groups - Regulatory Basis . . . . . . . . . . 3

Combined Statement of Revenues, Expenditures and Changes
in Fund Balances — All Governmental Fund Types - Regulatory Basis . . . . . 4

Combined Statement of Revenues, Expenditures and Changes

in Fund Balances - Budget and Actual General and Special Revenue

(Building and Child Nutrition only) - Regulatory Basis . . . . . . . . . 5
Notes to Combined Financial Statements - Regulatory Basis . . . . . . . . 6-19

Supplemental Information:

Combining Statement of Assets and Liabilities and
Fund Balances - All Special Revenue Funds - Regulatory Basis . . . . . . 20

Combining Statement of Revenues , Expenditures and Changes
in Fund Balances - All Special Revenue Funds - Regulatory Basis . . . . 21

Combining Statement of Revenues , Expenditures
and Changes in Fund Balances - Budget and Actual

(Building and Child Nutrition only) - Regulatory Basis . . . . . . . . . 22
Combining Statement of Revenues , Expenditures and Changes

in Fund Balances - All Activity Funds - Regulatory Basis . . . . . . . 23
Schedule of Expenditures of Federal Awards . . . . . . . . « « « « « « . . 24
Notes to Schedule of Expenditures of Federal Awards . . . . . . . . . . . . 25

Reports required by Government Auditing Standards:

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 . . . . . 26-27

Report on Compliance with Requirements Applicable to Each
Major Program and Internal Control over Compliance in Accordance
With OMB Circular A-133 . . . . . . . . . « & « « « + « o o « « . . 28-29

Schedule of Findings and Questioned Costs
and Summary of Prior Audit Findings . . . . . . . « . « « « « « . . . . 30

Accountant’s Professional Liability Insurance Affidavit < ) §



Marilyn J. Kroll, CPA Inc. PC

Certified Public Accountant

905 Falcon Road @ P.O. Box 425 @ Altus, OK 73522 Marilyn J. Kroll, CPA
580-482-6020 @ Fax 580-482-6225 e E-mail Marilynjkroll@sbcglobal.net °
INDEPENDENT AUDITOR'S REPORT

October 31, 2012

The Honorable Board of Education
Hollis Independent School District Number I-66
Hollis, Harmon County, Oklahoma

We have audited the accompanying combined fund type and account group financial
statements—regulatory basis of the Hollis Independent School District Number I-
66, Hollis, Harmon County, Oklahoma (District), as listed in the table of
contents as combined financial statements as of and for the year ended June 30,
2012. These financial statements are the responsibility of the District’s
management. Our responsibility is to express an opinion 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 and Government Auditing Standards, issued by the
Comptroller General of the United States. 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 includes examining, on
a test basis, evidence supporting the amounts and disclosures in the combined
financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the
overall combined financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

As discussed in Note 1, these financial statements were prepared in conformity
with the accounting and financial reporting regulations prescribed or permitted
by the Oklahoma State Department of Education, which is a comprehensive basis of
accounting other than 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 cannot be
reasonably determined, but is considered material.

In our opinion, because the District’s policy is to prepare its combined
financial statements on the basis of accounting discussed in the third paragraph,
the combined financial statements referred to in the first paragraph do not
present fairly, in conformity with accounting principles generally accepted in
the United States of America, the financial position of the governmental
activities, each major fund, and the aggregate remaining fund information of the
Hollis Independent School District Number I-66, Hollis, Harmon County, Oklahoma
as of June 30, 2012, and the respective changes in financial position thereof for
the year then ended.

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

However, in our opinion, except for the effects of the omission of the general

fixed asset account group, the combined financial statements referred to in the
first paragraph present fairly, in all material respects, the assets, liabilities

MEMBER OF AMERICAN INSTITUTE AND OKLAHOMA SOCIETY OF CPA’'S



Hollis Independent School District No. I-66
October 31, 2012

and fund balance arising from regulatory basis transactions of each fund type and
account group of Hollis Independent School District Number I-66, Hollis, Harmon
County, Oklahoma, as of June 30, 2012, and the revenues collected and
expenditures paid and encumbered for the year then ended on the regulatory basis
of accounting described in Note 1.

Our audit was conducted for the purpose of forming opinions on the fund type and
account group financial statements within the combined financial statements. The
accompanying Schedule of Expenditures of Federal Awards is presented for purposes
of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Nonprofit Organizations,
and is not a required part of the combined financial statements. The combining
statement of changes in assets and liabilities of the fiduciary funds—regulatory
basis and other schedules listed as supplemental information in the table of
contents, are presented for purposes of additional analysis and are not a
required part of the combined financial statements of the District. The
combining statement of changes in assets and liabilities of the fiduciary
funds-regulatory basis and other schedules listed as supplemental information in
the table of contents are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the fund type and account group
financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the
financial statements as a whole.

]

In accordance with Government Auditing Standards, we have also issued our report
dated October 31, 2012 on our consideration of the District’s internal control
over financial reporting and on our 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 our 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 Auditing Standards and should be
considered in assessing the results of our audit.
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ASSETS

Cash and cash equivalents
Investments

Total assets

HOLLIS, SCHOOL DISTRICT NO. I-66
COMBINED STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
ALL FUND TYPES AND ACCOUNT GROUPS - REGULATORY BASIS

JUNE 30, 2012

Fiduciary
Governmental Fund Types Fund Types
Special Trust
General Revenue and
Agency

LIABILITIES AND FUND BALANCES

Liabilities:
Warrants payable
Encumbrances
Due to others

Total liabilities

Fund balances:
Unreserved:
Designated for capital
projects
Designated for debt
service
Undesignated

Total fund balances

Total liabilities
and fund balances

The notes to the financial

$ 1,483,401.59 § 488,428.88 $ 129,708.24
0.00 0.00 0.00

$ 1,483,401.59 § 488,428.88 $ 129,708.24
$ 477,861.36 $ 40,835.95 $ 5,133.54
0.00 0.00 0.00

0.00 0.00 124,574.70
477,861.36 40,835.95 129,708.24
0.00 0.00 0.00

0.00 0.00 0.00
1,005,540.23 447,592.93 0.00
1,005,540.23 447,592.93 0.00

$ 1,483,401.59 § 488,428.88 $ 129,708.24

statements are an integral part of this statement.



Total Total
(Memorandum (Memorandum
Only - Note 1) Only - Note 1)
2012 2011
$ 2,101,538.71 2,728,517.70

0.00 0.00
$ 2,101,538.71 2,728,517.70
$ 523,830.85 1,020,096.64

0.00 0.00

124,574.70 117,305.24
648,405.55 1,137,401.88

0.00 0.00

0.00 0.00

1,453,133.16 1,591,115.82
1,453,133.16 1,591,115.82
$ 2,101,538.71 $ 2,728,517.70




HOLLIS, SCHOOL DISTRICT NO. I-66
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES -
ALL GOVERNMENTAL FUND TYPES - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Governmental Fund Types

Special
General Revenue
Revenues:
Local sources $ 63,936.52 $ 22,751.62
Intermediate sources 739,988.25 93,910.43
State sources 3,200,132.41 3,541.39
Federal sources 538,836.22 167,614.39
Total revenues 4,587,893.40 287,817.83
Expenditures:
Instruction 2,842,635.00 0.00
Support services 1,741,588.97 222,920.00
Non-Instructional services 0.00 202,977.66
Capital outlay 3 576.81 0.00
Other outlays 0.00 0.00
Debt service:
Principle rxretirement 0.00 0.00
Interest and fiscal agent charges 0.00 0.00
Judgments paid 0.00 0.00
Total expenditures 4,587,800.78 425,897.66
Excess of revenues over
(under) expenditures 92.62 -138,079.83
Adjustments to prior year
encumbrances 0.00 4.55
Other financing sources (uses):
Bond sale proceeds 0.00 0.00
Operating transfers in 0.00 0.00
Operating transfers out 0.00 0.00
Total other financing sources (uses) 0.00 0.00
Excess of revenues and other
sources over (under)
expenditures and other uses 92.62 -138,075.28
Beginning fund balances 1,005,447.61 585,668.21
Ending fund balances $ 1,005,540.23 $ 447,592.93

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



Total Total
(Memorandum (Memorandum
Only - Note 1) Only - Note 1)
2012 2011
$ 86,688.14 $ 160,900.39

833,898.68 806,154.22
3,203,673.80 3,182,232.43
751,450.61 1,094,166.89
4,875,711.23 5,243,453.93
2,842,635.00 2,907,250.45
1,964,508.97 2,021,835.72
202,977.66 205,716.53
3,576.81 115,284.28
0.00 25,000.00

0.00 0.00

0.00 0.00

0.00 0.00
5,013,698.44 5,275,086.98
-137,987.21 -31,633.05
4.55 670.00

0.00 0.00

0.00 0.00

0.00 0.00

0.00 0.00
-137,982.66 -30,963.05
1,591,115.82 1,622,078.87
$ 1,453,133.16 $ 1,591,115.82




HOLLIS, SCHOOL DISTRICT NO. I-66
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL - GENERAL AND SPECIAL REVENUE
(BUILDING AND CHILD NUTRITION ONLY) FUNDS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

General Fund

Original Final
Budget Budget Actual Variance
Beginning fund balances $ 1,005,447.61 $ 1,005,447.61 § 1,005,447.61 § 0.00
Revenues:
Local sources 15,000.00 15,000.00 63,936.52 48,936.52
Intermediate sources 679,368.24 679,368.24 739,988.25 60,620.01
State sources 2,900,157.25 2,900,157.25 3,200,132.41 299,975.16
Federal sources 389,543.07 389,543.07 583,836.22 194,293.15
Total revenues 3,984,068.56 3,984,068.56 4,587,893.40 603,824.84
Expenditures:
Instruction 2,770,370.08 2,770,370.08 2,842,635.00 -72,264.92
Support services 2,215,569.28 2,215,569.28 1,741,588.97 473,980.31
Non-Instructional sexvices 0.00 0.00 0.00 0.00
Capital outlay 3,576.81 3,576.81 3,576.81 0.00
Other outlays 0.00 0.00 0.00 0.00
Total expenditures 4,989,516.17 4,989,516.17 4,587,800.78 401,715.39
Excess of revenues and beginning
fund balances over (under)
expenditures $ 0.00 § 0.00 1,005,540.23 § 1,005,540.23
Adjustments to prior year
encumbrances 0.00
Other financing sources (uses):
Operating transfers in 0.00
Operating transfers out 0.00
Total other financing sources (uses) 0.00
Excess of revenues and other sources
over (under) expenditures and other uses 1,005,540.23
Ending fund balances $ 1,005,540.23

——————e——————

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



Special Revenue Funds

Original Final
Budget Budget Actual Variance
585,668.21 § 585,668.21 § 585,668.21 § 0.00
13,550.00 13,550.00 22,751.62 9,201.62
89,338.93 89,338.93 93,910.43 4,571.50
3,200.00 3,200.00 3,541.39 341.39
161,000.00 161,000.00 167,614.39 6,614.39
267,088.93 267,088.93 287,817.83 20,728.90
0.00 0.00 0.00 0.00
623,025.84 623,025.84 222,920.00 400,105.84
229,731.30 229,731.30 202,977.66 26,753.64
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
852,757.14 852,757.14 425,897.66 426,859.48
0.00 § 0.00 447,568.38 § 447,588.38

4.55

447,592.93

447,592.93

—_——————————————



1.

HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Hollis School District Number
I-66, Hollis, Harmon County, Oklahoma (the “District”) conform to the
regqulatory basis of accounting, which is another 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 statements are not intended to
present financial position and results 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 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 Oklahoma under the general direction and control
of the State Board of Education and is financially dependent on state of
Oklahoma support. 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 (Board)
composed of five elected members. The appointed superintendent is the
executive officer of the District. The Board, constituting an on-going
entity, is the level of government, which has governance responsibilities
over all activities, related to public elementary and secondary school
education within the jurisdiction of the Local Independent School
District. The District receives funding from local, state and federal
govermment sources and must comply with the requirements of these funding
source entities. However, the District is not included in any other
governmental "reporting entity" as defined in Section 2100, Codification
of Governmental Accounting and Financial Reporting Standards, since Board
members are elected by the public and have decision making authority, the
power to designate management, the responsibility to significantly
influence operations and primary accountability for fiscal matters.

These financial statements present only the activities of the District.
There are no component units (entities considered to be financially
accountable to the District).



B.

HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

Measurement Focus

The accounts of the District are organized and operated on the basis of
funds and account groups. A fund is an independent fiscal accounting
entity with a self-balancing set of accounts. Fund accounting segregates
funds according to their intended purpose and is used to aid management
in demonstrating compliance with finance-related legal and contractual
provisions. The minimum number of funds is maintained consistent with
legal and managerial requirements. The Account Groups are reporting
devices to account for certain assets and liabilities of the governmental
funds not recorded directly in other funds.

The District has the following fund types and account groups:

Governmental funds - are used to account for most of the District’s
general activities, including the collection and disbursement of
earmarked monies (special revenue funds), the acquisition or construc-
tion of general fixed assets (capital projects funds), and the
servicing of general long-term debt (debt service funds). Basis of
accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the financial statements.
Basis of accounting relates to the timing of the measurements made,
regardless 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,
entitlements, grants, and shared revenues are recognized when they are
received rather than earned.

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 compen-
sated absences and claims and judgments are recognized when the
obligations are expected to be liquidated with expendable available
financial resources. Fiduciary type funds are accounted for using the
cash basis of accounting. These practices differ from generally
accepted accounting principles.

Governmental funds include the following fund types:

General fund - is the general operating fund of the District. It
accounts for all financial resources of the general government,
except those required to be accounted for in another fund. This is
a budgeted fund, and any fund balances are considered as resources
available for use. 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, school
construction, and debt service on bonds and other long-term debt.

The General Fund also accounts for federal and state financed



HOLLIS SCHCOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

programs where restricted monies must be expended for specific
programs. Project accounting is employed to maintain integrity for
the various sources of these funds.

Special Revenue funds - account for revenue sources that are
restricted to expenditures for specific purposes (not including
expendable trusts or major capital projects). The special revenue
fund is composed of the District’s Building Fund and Child Nutrition
Fund. These are budgeted funds and any fund balances are considered
as resources available for use.

Building fund - consists mainly of monies derived from property
taxes levied for the purpose of erecting, remodeling, repairing,
or maintaining school buildings and for purchasing furniture,
equipment and computer software to be used on or for school
district property, for paying energy and utility costs, for
purchasing telecommunications services, for paying fire and
casualty insurance premiums for school facilities, for purchasing
security systems, and for paying salaries of security personnel.

Child Nutrition fund - consists of monies from federal, state and
local sources used for the operation of the District’s school
cafeteria.

Debt Service fund - consists of the District’s Sinking Fund and
accounts for the accumulation of financial resources for servicing
of general long-term debt (principal, interest and related costs).
This is a budgeted fund. The primary revenue sources are local
property taxes levied specifically for debt service.

Capital Project fund - consists of the District’s Bond Fund and
accounts for the proceeds of bond sales used exclusively for
acquiring school sites, constructing and equipping new school
facilities, renovating existing facilities, and the acquisition of
transportation equipment.

Fiduciary funds - account for assets held by the District in a
trustee capacity or as an agent on behalf of others.

Agency fund - is custodial in nature and does not present results
of operations or has a measurement focus. Agency funds are
accounted for using the cash basis of accounting. This fund is
the School Activities Fund used to account for monies collected
principally through fund raising efforts of the students and
District-sponsored groups. This is an unbudgeted fund. The
administration is responsible, under the authority of the Board,
of collecting, disbursing and accounting for these activity
funds. These funds have no equity, assets are equal to liabili-



HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

ties, and do not include revenues and expenditures for general
operation of the District.

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

General Long-term Debt Account Group - accounts for the outstand-
ing principal balances of 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.

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 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 with certain modifications.
This format differs significantly from that required by GASB 34.

The financial statements are essentially prepared on the basis of cash
receipts and disbursements modified as required by the regulations of the
Oklahoma State Department of Education as follows:

Encumbrances represented by purchase orders, contracts, and other
commitments for the expenditure of monies are recorded as expendi-
tures when approved.

Investments are recorded as assets when acquired.

School supplies are recorded as expenditures and not as inventory
assets.

Warrants payable are recorded as liabilities when issued.
Long-term debt is recorded in the General Long-Term Debt Group and
not in the basic financial statements.

Compensated absences are recorded as an expenditure when paid and
not recorded as a liability.

Fixed assets are recorded in the General Fixed Asset Account Group
and not in the basic financial statements. 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



HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

the related liabilities are incurred for governmental fund types; and,
when revenues are earned.

1.

Assets, Liabilities, Fund Balance, Revenue and Expenditures
Deposits and 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 associa-
tions, and bank and trust companies; and savings accounts or savings
certificates of savings and loan associations, and trust companies.
Collateral is required for demand deposits and certificates of deposit
for all amounts not covered by federal deposit insurance. Investments
are stated at cost. The School District invests entirely in certifi-
cates of deposit, U.S. Treasury Securities, and participates in the
Secured Investment Program of Oklahoma State School Boards Associa-
tion, as authorized by Oklahoma Statutes Title 62, Section 348.

Fair Value of Financial Instruments

The District’s financial instruments include cash and investments. The
District’s estimate of the fair value of all financial instruments
does not differ materially from the aggregate carrying values of its
financial instruments recorded in the accompanying balance sheet. The
carrying amount of these financial instruments approximates fair value
because of the short maturity of these instruments.

Estimates

The preparation of financial statements in conformity with the
regulatory basis of accounting requires management to make estimates
and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Interfund Transactions

Interfund 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. Non-recurring or non-routine permanent
transfers of equity are reported as residual equity transfers.

Inventories

Inventories consist of minimal amounts of expendable supplies held for
consumption. The value of consumable inventories at year-end is not

10



HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

material to the District’s financial statements. The costs of
inventories are recorded as expenditures when encumbered and purchased
rather than when consumed.

Fixed Assets

The District has not maintained a record of its general fixed assets,
and, accordingly, a General Fixed Asset Account Group required by the
regulatory basis of accounting prescribed by the Oklahoma State Board
of Education is not included in the financial statements. General
fixed assets purchased are recorded as expenditures in the various
funds at the time of purchase.

Compensated Absences

The District provides vacation and sick leave benefits in accordance
with Title 70 of the Oklahoma Statutes, Article 6-104, which pro-
vides for annual sick leave and personal business days. District
policy allows certified employees to accumulate such days to a
maximum number of days. None of the benefits are payable upon
retirement or death. Accrued vacation and sick leave benefits are
not reflected in the financial statements because such statements
are prepared on the regulatory basis of accounting. This practice
differs from generally accepted accounting principles.

Long-term Obligations

The District reports long-term debt at face value in the general long-
term debt account group. Certain other lease obligations not expected
to be financed with current available financial resources are also
reported in the general long-term debt account group.

Fund Balance

In the fund financial statements, governmental funds report the
hierarchy of fund balances. The hierarchy is based primarily on the
degree of spending constraints placed upon use of resources for
specific purposes versus availability of appropriation. An important
distinction that is made in reporting fund balance is between amounts
that are considered non-spendable (i.e., fund balance associated with
assets that are not in spendable form, such as inventories or prepaid
items, long-term portions of loans and notes receivable, or items that
are legally required to be maintained intact (such as the corpus of a
permanent fund))and those that are spendable (such as a fund balance
associated with cash, investments or receivables).

Amounts in the spendable fund balance category are further classified
as restricted, committed, assigned or unassigned, as appropriate.

11
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HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

Restricted fund balance represents amounts that are constrained either
externally by creditors (such as debt covenants), grantors, contribu-
tors or laws or regulations of other governments; or by law, through
constitutional provisions or enabling legislation.

Committed fund balance represents amounts that are usable only for
specific purposes by formal action of the government’s highest level
of decision-making authority. Such amounts are not subject to legal
enforceability (like restricted amounts), but cannot be used for any
other purpose unless the government removes or changes the limitation
by taking action similar to that which imposed the commitment.

Assigned fund balance represents amounts that are intended to be used
for specific purposes, but are neither restricted nor committed.

Intent is expressed by the governing body itself, or a subordinated
high~level body or official who the governing body has delegated the
authority to assign amounts to be used for specific purposes.

Assigned fund balances includes all remaining spendable amounts
(except negative balances) that are reported in governmental funds
other than the general fund, that are neither restricted nor commit-
ted, and amounts in the general fund that are intended to be used for
specific purpose in accordance with the provisions of the standard.

Unassigned fund balance is the residual classification for the general
fund. It represents the amounts that have not been assigned to other
funds, and that have not been restricted, committed, or assigned to
specific purposes within the general fund.

Property Taxes and Other Local Revenues

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. Property taxes are
levied on November 1 and are due on receipt of the tax bill. The
first half of taxes 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 assessment. If not
paid by the following October 1, the property is offered for sale for
the amount of the taxes due. The owner has two years to redeem the
property by paying the taxes and penalty owed. If at the end of two
years the owner has not done so, the purchaser is issued a deed to the
property. No provision has been made for uncollected taxes, as all
taxes are deemed collectible. Other local sources of revenues include
tuition, fees, rentals, disposals, commissions and reimbursements.

12



HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

11. Intermediate Revenues

12.

13.

Revenue from intermediate source is the amount of money from funds
collected by an intermediate administrative unit, or a political
subdivision between the district and the state, and distributed to
districts in amounts that differ in proportion to those which were
collected within such systems.

State Revenues

Revenues from state sources for current operations are primarily
governed by state aid formula under the provisions of Article XVIII,
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. After review and
verification of reports and supporting documentation, the State
Department of Education may adjust subsequent fiscal period alloca-
tions 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 and 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

Federal revenues consist of revenues from the federal government in
the form of operating grants or entitlements. An operating grant is a
contribution to be used for a specific purpose, activity or facility.
A grant may be received either directly from the federal government or
indirectly as a pass through from another government, such as the
state. Entitlement is the amount of payment to which the District is
entitled pursuant to an allocation formula contained in applicable
statutes. The majority of the federal revenues received by the
District are apportioned to the general fund. The District maintains
a separate child nutrition fund and the federal revenues received for
the child nutrition programs are apportioned there.

13
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15.

16.

HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

Non-Monetary Transactions

The District receives commodities from the U. S. Department of
Agriculture. The value of these commodities has been included in the
Schedule of Expenditures of Federal Awards; however, they have not
been reflected in the combined financial statements as either revenue
or expense since they are not reported under the regulatory basis of
accounting.

Memorandum Only - Total Columns

Total columns on the combined financial statements are captioned
"memorandum only" because they do not represent consolidated financial
information and are presented only to facilitate analysis. The
columns do not present information that reflects financial position or
results of operations in accordance with generally accepted accounting
principles. Inter-fund eliminations have not been made in the
aggregation of this data.

Comparative Data

Comparative total data for the prior year has been presented in the
accompanying financial statements in order to provide an understanding
of changes in the District's financial position and operations.
However, complete comparative date (i.e., presentation of prior year
totals by fund type in each of the statements) has not been presented
since their inclusion would make the statements unduly complex and
difficult to read. Certain previously reported amounts have been
reclassified to conform to current year classifications.

17. Resource Use Policy

It is the District’s policy for all funds that when an expendi-
ture/expense is incurred for purposes for which both restricted and
unrestricted resources, including fund balances, are available, the
District considers restricted amounts to be spent first before any
unrestricted amounts are used. Furthermore, it is the District’s
policy that when an expenditure/expense is incurred for purposes for
which committed, assigned, or unassigned resources, including fund
balances, are available, the District considers committed amounts to
be spent first, followed by assigned amounts and lastly unassigned
amounts.

14
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HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL, STATEMENTS - REGULATORY BASIS
June 30, 2012

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The District is required by state law to prepare an annual budget. a
preliminary budget is submitted to the Board of Education by December 31 for
the fiscal year beginning the following July 1. The electors of the
District have voted on the question to make the ad valorem levy for
emergency levy and local support levy permanent; therefore, an annual
mileage election (normally the first Tuesday in February) is not necessary.

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 as original budget and final budget.

Encumbrances represent commitments related 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.
Purchase orders or contracts document encumbrances for goods or purchased
services. Under Oklahoma law, unencumbered appropriations lapse at year-
end.

DETAILED NOTES CONCERNING THE FUNDS
A. Deposits and Investments
Custodial Credit Risk

At June 30, 2012, the District held deposits of approximately $2,101,092.60
at financial institutions. The District's cash deposits, including
interest-bearing certificates of deposit, are entirely covered by Federal
Depository Insurance (FDIC) or direct obligation of the U.S. Government
insured or collateralized with securities held by the District or by its
agent in the District’s nane.

Investment Interest Rate Risk
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.
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HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

Investment Credit Risk

The District has no policy that limits its investment choices other than the
limitation of state law as follows:

¢ Direct obligations of the U.S. Government, its agencies and instrumen-
talities to which the full faith and credit of the U.S. Government is
pledged, or obligations to the payment of which the full faith and
credit of the State is pledged.

e Certificates of deposits or savings accounts that are either insured
or secured with acceptable collateral with in-state financial
institutions, and fully insured certificates of deposit or savings
accounts in out-of-state financial institutions.

e With certain limitation, negotiable certificates of deposit, prime
bankers acceptances, prime commercial paper and repurchase agreements
with certain limitations.

e County, municipal or school district tax supported debt obligations,
bond or revenue anticipation notes, money Jjudgments, or bond or
revenue anticipation notes of public trusts whose beneficiary is a
county, municipality of school district.

e Notes or bonds secured by mortgage or trust deed insured by the
Federal Housing Administrator and debentures issued by the Federal
Housing Administrator, and in obligations of the National Mortgage
Association.

e Money market funds regulated by the SEC and in which investments
consist of the investments mentioned in the previous paragraphs.

The cash and investments held by the County Treasurer as agent for the
District at June 30, 2012 are as follows:

Type FMV Cost

Money Market Funds $1,211,538.71 $ 1,211,538.71

Certificates of Deposit 890,000.00 890,000.00
Cash and Investments $2,101,538.71 $ 2,101,538.71

The average maturity of certificate of deposits is six months.
Concentration of Investment Credit Risk

The District places no limit on the amount it may invest in any one
issuer. The District has the following credit risk: 42% ($890,000)in
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HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAIL STATEMENTS - REGULATORY BASIS
June 30, 2012

Certificates of Deposit and 58% ($1,211,538.71)in money market funds.

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. There are currently no bond issues approved by the
District’s voters.

4.

A.

OTHER INFORMATION
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 a 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 schools 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.

The District is also a member of the Oklahoma Public Schools Unemployment
Compensation Program. In this program the District is required to
contribute 1.6% of their taxable payroll for unemployment insurance. The
funds for each district are kept separate and districts can contribute
more than 1.6% of their payroll if they elect to. The money contributed
by each District earns interest and is fully insured. If the District
has claims in excess of the amount in their account they would be liable
for the excess.
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HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

Contingent Liabilities

Amounts received or receivable from grantor agencies are subject to audit
and adjustment by grantor agencies, principally the federal government.
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.

Non-Monetary Transactions

The fair market value as determined by the Oklahoma Department of Human
Services of the commodities received during the period under audit was
$7,513.24.

Employee Retirement System and Plan

Description of Plan

The District participates in the state-administered Oklahoma Teachers'
Retirement System, which is a cost sharing, multiple-employer defined
benefit public employee retirement system (PERS), which is administered
by the Board of Trustees of the Oklahoma Teachers’ Retirement System (the
“System”) . The System provides retirement and disability benefits,
annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Title 70 Section 17 of the Oklahoma Statutes establishes
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. That report may be obtained
by writing to the Oklahoma Teachers’ Retirement System, P.O. Box 53624,
Oklahoma City, OK 73152 or by calling 405-521-2387.

Basis of Accounting

The System’s financial statements are prepared using the cash basis of
accounting, except for accruals of interest income. Plan member
contributions are recognized in the period in which the contributions are
made. Benefits and refunds are recognized when paid. 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 System has an
under-funded pension benefit obligation as determined as part of the
latest actuarial valuation.

18



HOLLIS SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2012

Funding Policy

The District, the State of Oklahoma, and the participating employee make
contributions. The contribution rates for the District and its employees
are established by and may be amended by Oklahoma Statutes. The rates
are not actuarially determined. The rates are applied to the employee’s
earnings plus employer-paid fringe benefits. The required contribution
for the participating members is 7.0% of compensation. Additionally,
OTRS receives “federal matching contributions” for positions whose
funding comes from federal sources or certain grants. The District and
State are required to contribute 14.0% of applicable compensation.
Contributions received by the System from the State of Oklahoma are from
3.54% of its revenues from sales taxes, use taxes, corporate income taxes
and individual income taxes. The District contributed 9.5% and the State
of Oklahoma plus the federal contribution contributed the remaining 4.5%
during this year. The District is allowed by the Oklahoma Teachers’
Retirement System to make the required contributions on behalf of the
participating members.

Annual Pension Cost

The District’s total contributions for 2012, 2011, and 2010 were
$252,874,5$254,683 and $264,894 respectively.

Surety Bonds

The superintendent is bonded by Western Surety Company, bond number
70982833, dated August 12, 2011, in the amount of $100,000 and for the
term of one year.

The Western Surety Insurance Company bonds two positions, HS Secretary
in the amount of $10,000 and Child Nutrition Clerk in the amount of
$1,000. The bond number is 70827059, dated November 5, 2009, for an

indefinite period.

The Liberty Mutual Surety Insurance Company bonds five custodial
positions for the activity funds in the amount of $1,000 each or a total
of $5,000. The bond number is E752069 and is renewed on July 1 annually.

The Associated County Commissioners of Oklahoma holds coverage for the
County Treasurer in the amount of $100,000. The policy number is ACCO-
SIG2011 and is renewed on July 1 annually.

SUBSEQUENT EVENTS

The District is challenging one asserted claim in the amount of $20,660 made

August 13, 2012, by a construction contractor for extra work it claims to
have performed on a classroom addition. District officials have indicated

that the additional amount is not authorized per the terms of the contract
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and they deny that the contractor is entitled to any additional payment on
the project. The matter is in the early stage and there is no opinion or
conclusion as to the ultimate outcome of the matter.

Management has evaluated subsequent events through October 31, 2012, which
is the date the financial statements were available to be issued and have
determined that no additional information needs to be added to the

financial statements.
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HOLLIS, SCHOOL DISTRICT NO. I-66
COMBINING STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
ALL SPECIAL REVENUE FUNDS - REGULATORY BASIS
JUNE 30, 2012

Building Child Nutrition Totals
Fund Fund Other 2012
ASSETS
Cash and cash equivalents $ 441,769.12 $ 46,659.76 $ 0.00 $ 488,428.88
Investments 0.00 0.00 0.00 0.00
Total assets $ 441,769.12 $ 46,659.76 $ 0.00 $ 488,428.88
LIABILITIES AND FUND BALANCES
Liabilities:
Warrants payable $ 33,764.50 § 7,071.45 $ 0.00 $ 40,835.95
Encumbrances 0.00 0.00 0.00 0.00
Total liabilities 33,764.50 7,071.45 0.00 40,835.95
Fund balances:
Unreserved:
Undesignated 408,004.62 39,588.31 0.00 447,592.93
Total fund balances 408,004.62 39,588.31 0.00 447,592.93
Total liabilities
and fund balances $ 441,769.12 § 46,659.76 § 0.00 $ 488,428.88

The notes to the financial statements are an integral part of this statement.
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HOLLIS, SCHOOL DISTRICT NO. I-66
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES -
ALL SPECIAL REVENUE FUNDS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30, 2012

Revenues:
Local sources
Intermediate sources
State sources
Federal sources

Total revenues

Expenditures:
Instruction
Support services
Non-Instructional services
Capital outlay
Other outlays

Total expenditures

Excess of revenues over
(under) expenditures

Adjustments to prior year
encumbrances

Other financing sources (uses):
Operating transfers in
Operating transfers out

Total other financing
sources (uses)

Excess of revenues and
other sources over
{(under) expenditures
and other uses

Fund balances,
beginning of year

Fund balances,
end of year

Building Child Nutrition Totals
Fund Fund Other 2012

$ 3,198.20 $ 19,553.42 § 0.00 $ 22,751.62
93,910.43 0.00 0.00 93,910.43
129.08 3,412.31 0.00 3,541.39
0.00 167,614.39 0.00 167,614.39
97,237.71 190,580.12 0.00 287,817.83
0.00 0.00 0.00 0.00
222,920.00 0.00 0.00 222,920.00
0.00 202,977.66 0.00 202,977.66
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
222,920.00 202,977.66 0.00 425,897.66
-125,682.29 -12,397.54 0.00 -138,079.83
0.00 4.55 0.00 4.55
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
-125,682.29 -12,392.99 0.00 -138,075.28
533,686.91 51,981.30 0.00 585,668.21
$ 408,004.62 $ 39,588.31 $ 0.00 § 447,592.93

The notes to the financial statements are an integral part of this statement.
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HOLLIS, SCHOOL DISTRICT NO. I-66

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL - SPECIAL REVENUE

(BUILDING AND CHILD NUTRITION ONLY) FUNDS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30, 2012

Special Revenue Funds

Building Fund

Original Final
Budget Budget Actual Variance
Beginning fund balances $ $33,686.91 § 533,686.91 § 633,686.91 § 0.00
Revenues:
Local sources 0.00 0.00 3,198.20 3,198.20
Intermediate sources 89,338.93 89,338.93 93,910.43 4,571.50
State sources 0.00 0.00 129.08 129.08
Federal sources 0.00 0.00 0.00 0.00
Total revenues, 89,338.93 89,338.93 97,237.71 7,898.78
Expenditures:
Instruction 0.00 0.00 0.00 0.00
Support services 623,025.84 623,025.84 222,920.00 400,105.84
Non-Instructional services 0.00 0.00 0.00 0.00
Capital outlay 0.00 0.00 0.00 0.00
Other outlays 0.00 0.00 0.00 0.00
Total expenditures 623,025.84 623,025.84 222,920.00 400,105.84
Excess of revenues and beginning
fund balances over (under)
expenditures $ 0.00 § 0.00 408,004.62 408,004.62
Adjustments to prior year
encumbrances 0.00
Other financing sources (uses):
Operating transfers in 0.00
Operating transfers out 0.00
Total other financing sources (uses) 0.00
Excess of revenues and other sources
over (under) expenditures and other uses 408,004.62
408,004.62

Ending fund balances

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



Special Revenue Funds

Child Nutrition Fund

Original Final
Budget Budget Actual Variance
51,981.30 § 51,981.30 $§ 51,981.30 § 0.00
13,550.00 13,550.00 19,553.42 6,003.42
0.00 0.00 0.00 0.00
3,200.00 3,200.00 3,412.31 212.31
161,000.00 161,000.00 162,614.39 6,614.39
177,750.00 177,750.00 190,580.12 12,830.12
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
229,731.30 229,731.30 202,977.66 26,753.64
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
229,731.30 229,731.30 202,977.66 26,753.64
0.00 § 0.00 39,583,76 § 39,583.76

39,588.31

$ 39,588.31
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HOLLIS, SCHOOL DISTRICT NO. I-66
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
ALL FIDUCIARY FUNDS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Balance Balance
7/1/11 Revenues Net Transfers Disbursements 6/30/12

ASSETS

CASH:

ACTIVITY FUNDS $117,305.24 $ 242,596.58 $ 0.00 $ 235,327.12 $ 124,574.70

LIABILITIES

DUE TO STUDENT GROUPS:
SCHOOL ACTIVITY ACCOUNT
ATHLETICS $ 9,148.51 $65,615.94 0.00 $ 73,509.31 $ 1,255.14
ANNUAL 4,727.27 6,926.00 0.00 8,420.40 3,232.87
BAND 5,771.96 6,662.00 0.00 11,491.88 942.08
SR HI CHEERLEADERS 1,993.21 21,200.96 0.00 21,744 .82 1,449.35
CONCESSION 3,709.60 4,692.30 0.00 6,307.46 2,094.44
JR HI CHEERLEADERS 1,396.59 5,209.90 0.00 4,862.58 1,743.91
EIGHTH GRADE 4,984.29 2,830.92 0.00 450,00 7,365.21
ART 235.20 0.00 0.00 100.00 135.20
BPA 2,693.15 2,809.00 0.00 3,660.33 1,841.82
FCCLA . 9,294.09 5,202.12 0.00 5,037.46 9,458.75
FIFTH GRADE 93.25 0.00 0.00 0.00 93.25
FRESHMAN 7,576.12 6,553.67 0.00 3,961.74 10,168.05
GENERAL FUND REFUND 75.44 22,632.81 0.00 22,293.33 414.92
GRADE SCHOOL 8,720.57 14,113.03 0.00 7,474.53 15,359.07
GRADE SCHOOL COURTESY 586.65 324.00 0.00 0.00 910.65
HIGH SCHOOL COURTESY 264.95 706.00 0.00 128.33 842.62
JUNIORS 1,818.72 6,355.34 0.00 5,071.94 3,102.12
LIBRARY 2,743.25 4,344.30 0.00 3,909.45 3,178.10
LOCKS §17.41 0.00 0.00 0.00 517.41
MISCELLANEOUS SUB ACCT 2,781.14 732.52 0.00 1,900.08 1,613.58
PENCILS 430.62 0.00 0.00 0.00 430.62
PICTURES 6,168.09 1,087.50 0.00 0.00 7,255.59
SENIOR ALUMNI 13,954.97 0.00 0.00 1,934.64 12,020.33
SENIORS 1,450.49 579.05 0.00 1,955.16 74.38
SEVENTH GRADE 1,465.52 3,597.55 0.00 1,731.61 3,331.46
SIXTH GRADE 0.00 2,449.32 0.00 1,365.00 1,084.32
SOPHOMORE 7,866.25 2,162.00 0.00 1,194.74 8,833.51
TEACHER CADET 75.73 0.00 0.00 0.00 75.73
VO AG 10,284.22 42,988.95 0.00 34,412.45 18,860.72
SPEECH 936.11 1,255.35 0.00 866.99 1,324.47
SPANISH 51.30 0.00 0.00 0.00 51.30
TLCC SCHOLARSHIP 1.00 0.00 0.00 0.00 1.00
ACADEMIC .51 0.00 0.00 0.00 .51
STUDENT SCHOLARSHIP FUND 532.60 1,030.00 0.00 0.00 1,562.60
CHORUS 931.66 0.00 0.00 0.00 931.66
TECHNOLOGY STUDENT ASSOC 1,648.89 0.00 0.00 0.00 1,648.89
DAVID FULTON MEMORIAL 935.00 0.00 0.00 935.00 0.00
BRAD CARY MEMORIAL 1,440.91 0.00 0.00 1,440.91 0.00
GRADE SCHOOL PHYS ED 0.00 1,326.05 0.00 406.98 919.07
HOLLIS PUBLIC SCHOOL FD 0.00 8,760.00 0.00 8,760.00 0.00
GRADUATION EXPENSE ACCT. 0.00 450.00 0.00 0.00 450.00

$117,305.24 $ 242,596.58 $ 0.00 $ 235,327.12 $124,574.70

Imnt e e =

The notes to the financial statements are an integral part of this statement.
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HOLLIS INDEPENDENT SCHOOL DISTRICT NO. I-66
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2012

Accrued Accrued

Project CFDA Program Revenue at Revenue Disbursements/ Revenue at

Number Number Award Amt. July 1, 2011 Recognized Expenditures dJune 30, 2012
U.S. Department of Education
Fed.Voc Edu Carl Perkins, PY 799 84.048 0.00$ 25,942.00 $ 25,942.00 § 0.00 $ 0.00
Passed through :
Title I - Part A, Basic 511 84.010 180,013.25 0.00 134,680.45 179,680.55 45,000.10
Title I - Part A, PY 799 84.010 0.00 104,983.98 104,983.98 0.00 0.00
Title I - Part A, Neglected 518 84.010 7,609.13 0.00 3,411.16 5,625.83 2,214.67
Title I - Part A, Neglected PY 799 84.010 0.00 7,645.37 7,645.37 0.00 0.00
Title I - Part C, Migrant PY 799 84.011 0.00 33,050.82 33,050.82 0.00 0.00
Title I - Part C, Migrant 521 84.011 38,923.52 0.00 0.00 24,886.78 24,886.78
Title II - Part A, Part A, Rcuit 541 84.367 63,634.80 0.00 52,437.04 57,365.27 4,928.23
Title II - Part A, Recruit PY 799 84.367 0.00 36,139.08 36,139.08 0.00 0.00
Title II - Part D, Prof Dev. 548 84.318 0.00 460.00 460.00 0.00 0.00
Title II - Part D PY 799 84.318 0.00 153.33 153.33 0.00 0.00
Title IV - Part A, Safe Sch, PY 799 84.186 0.00 608.47 608.47 0.00 0.00
IDEA B - Flow Through 621 84,027 133,767.20 0.00 82,254.68 116,595.17 34,340.49
IDEA B - Flow Through PY 799 84.027 59,190.72 59,190.72 0.00 0.00
IDEA B - Spe Ed PreSchool 641 84.173 3,043.00 0.00 2,312.17 3,043.00 730.83
PRESCHOOL 3-5 643 84.392 552.03 0.00 552.03 552.03 0.00
ARRA Jobs 799 84.410 0.00 40,014.92 40,014.92 0.00 0.00
Total Department of Education 427,542.93 308,188.69 583,836.22 387,748.63 112,101.10
U.S. Department of Agriculture
Passed through:
National School Breakfast 385 10.553 42,635.34 0.00 42,635.34 42,635.34 0.00
National School Lunch 385 10.555 124,979.05 0.00 124,979.05 124,979.05 0.00
Commodity Distribution 10.555 7,513.24 ____o0.00 __7,513.24 __7,513.24 0.00
Total Department of Agriculture 175,127.63 ___0.00 _175,127.63 _175,127.63 0.00
Total Federal Financial Assistance $ 602,670.56 308,188.69 $ 758,963.85 §$ 562,876.26 $112,101.10

See accompanying notes to the Schedule of Federal Financial Assistance.
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HOLLIS INDEPENDENT SCHOOL DISTRICT NO. I-66
HARMON COUNTY, OKLAHOMA
NOTES TO
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2012

Note A: BASIS OF PRESENTATION

This schedule was prepared on a regulatory basis of accounting consistent with the
preparation of the combined financial statements except for nonmonetary assistance noted
in Note B.

Note B: FOOD DISTRIBUTION

Non-Monetary assistance is reported in the schedule at the fair market value of the
commodities received and disbursed.

Notesffa
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HOLLIS SCHOOL DISTRICT NUMBER 1-66
HARMON COUNTY, OKLAHOMA

REPORTS REQUIRED BY GOVERNMENT AUDITING STANDARDS

JUNE 30, 2012



Marilyn J. Kroll, CPA Inc. PC

Certified Public Accountant

905 Falcon Road @ P.O. Box 425 @ Altus, OK 73522 Marilyn J. Kroll, CPA
580-482-6020 @ I'ax 580-482-6225 @ E-mail Marilynjkroll@sbcglobal.net )

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

October 31,2012

The Honorable Board of Education
Hollis Independent School District Number I-66
Hollis, Harmon County, Oklahoma

We have audited the accompanying fund type and account group financial
statements—regqulatory basis within the combined financial statements of
the Hollis Independent School District Number I-66, Hollis, Harmon
County, Oklahoma (District), as of and for the year ended June 30, 2012,
and have issued our report thereon dated October 31,2012, which was
adverse with respect to the presentation of the financial statements in
conformity with accounting principles generally accepted in the United
States 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, our report was qualified for the omission of the
general 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. We conducted our audit in
accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the School’s internal
control over financial reporting as a basis for designing our audit
procedures for the purpose of expressing our opinion on the basic
financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the School’s internal control over financial

reporting. Accordingly, we do not express an opinion on the
effectiveness of the District’s internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of
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Hollis Independent School District No. I-66
October 31,2012

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.

Our consideration of internal control over financial reporting was for
the limited purpose described in the first paragraph of this section and
would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting
that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s
combined 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
statement 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.

This report is intended solely for the information and use of the board
of education and management, all applicable federal and state agencies,
and those other Governments from which federal financial assistance was
received and is not intended to be and should not be used by anyone other
than these specified parties.

Cond Phgiel of Dot

Marilyn J. Kroll, CPA Inc.
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Marilyn J. Kroll, CPA Inc. PC

Certified Public Accountant

905 Falcon Road @ P.O. Box 425 e Altus, OK 73522 Marilyn J. Kroll, CPA
580-482-6020 e Fax 580-482-6225 e E-mail Marilynjkroll@sbcglobal.net .

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT MATERIAL EFFECT ON EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

October 31,2012

The Honorable Board of Education
Hollis School District Number I-66
Hollis, Harmon County, Oklahoma

Compliance

We have audited the compliance of the Hollis School District Number I-66, Hollis,
Harmon County, Oklahoma (District) with the types of compliance requirements
described in the U. S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs
for the year ended June 30, 2012. The District's major federal programs are
identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of the District's management. Our responsibility
is to express an opinion on the Hollis School District Number I-66, Harmon
County, Oklahoma's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about
the Hollis School District Number I-66, Hollis, Harmon County, Oklahoma's
compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides
a reasonable basis for our opinion. Our audit does not provide a legal
determination of the District's compliance with those requirements.

In our opinion, the Hollis School District Number I-66, Hollis, Harmon County,
Oklahoma complied, in all material respects, with the requirements referred to

above that are applicable to each of its major federal programs for the year
ended June 30, 2012.
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Hollis School District No. I-66
October 31, 2012

Internal Control Over Compliance

The management of the District is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal programs. In planning
and performing our audit, we considered the Hollis School District Number I-66,
Hollis, Harmon County, Oklahoma's internal control over compliance with
requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly
we 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 material 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 federal program will not
be prevented, or detected and corrected, on a timely basis.

Our 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 compliance that might be deficiencies,
significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material

weaknesses, as defined above.

This report is intended solely for the information and use of the board of
education and management, all applicable federal and state agencies, and those
other Governments from which federal financial assistance was received and is not
intended to be and should not be used by anyone other than these specified

parties.

Jlors il ot 31
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Hollis Independent School District No. I-66
Summary of Findings and Questioned Costs
For the Year Ended June 30, 2012

Summary of Auditor’s Results

1.

The auditor’s report expresses an adverse opinion on the combined finan-
cial statements in conformity with generally accepted accounting princi-
ples and a qualified opinion for the omission of the general fixed asset
account group on the combined financial statements in conformity with a
regqulatory basis of accounting prescribed by the Oklahoma Department of
Education.

No significant deficiencies relating to the audit of the financial state-
ments are reported in the Schedule of Findings and Questioned Costs.

No instances of noncompliance material to the financial statements of
Hollis School District were reported during the audit.

No significant deficiencies relating to the audit of the major federal
award programs are reported in the “Report on Compliance with Requirements
Applicable to Each Major Program and Internal Control over Compliance in
Accordance with OMB Circular A-133".

The auditor’s report on compliance for the major federal award programs
for Hollis School District expresses an unqualified opinion.

Audit findings relative to the major federal award programs for Hollis
School District are reported in this Schedule.

The programs tested as major programs included: Title I, Basic - CFDA No.
84.010 and IDEA-B, Flow Through - CFDA No. 84.027.

The dollar threshold used for distinguishing between Types A and B pro-
grams was $300,000. There were no Type A programs.

The Hollis School District did not qualify as a low-risk auditee.

Findings - Financial Statement Audit

1.

None

Findings - Major Federal Award Programs Audit

1.

None

Findings - Summary of Prior Audit Findings

None
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HOLLIS INDEPENDENT SCHOOL DISTRICT NUMBER I-66
HARMON COUNTY, OKLAHOMA

SCHEDULE OF ACCOUNTANT’S PROFESSIONAL LIABILITY INSURANCE AFFIDAVIT

July 1, 2011 to June 30, 2012

State of Oklahoma )

County of Jackson )

The undersigned auditing firm of lawful age, being first duly sworn on oath, says
that said firm had in full force and effect Accountant’s Professional Liability
Insurance in accordance with the “Oklahoma Public School Audit Law” at time of
audit contract and during the entire audit engagement with Hollis Independent
School District No. I-66 for the audit year 2011 - 2012.

Maril J. Kroll, CPA Inc. PC

AUDITING FIRM

Subscribed and sworn to before me on this

¥ NOTARY PUBLIC

My commission exg};es on

A sy or <

Commission No. /
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