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Independent Auditor's Heport

The Honorable Board of Education
Sulhall-Orlande School hstriet Mo, [2003
Mulhall-Crlande, Logan Counly. Oklzhoma

We have audited the accompanying combined fund type and account group lnancial stalements-regulatory
basis of the Mulhall-Orlando School Distnet No, 1002, Logan County, Oklahoma, as hsted mothe table of
contents, as combined financial stalements. as of and for the year ended June 30, 2002, These linancial
statements are the responsibility of the Mulhall-Orlando School District. No. 1003, Logan County, Oklahoma,
Our respansibility 15 to express an opiniton on these Onancial statements based on our audit,

We conducted our audit in accordance with suditing standards generally aceepted in the United States of
Amerie and Government Awdiiong Standarids, sseed by the Comptroller General of the United States. Those
standards require that we plan and perform the audi o obitan reasonable assurance about whether the Iinancial
statements are free of matertal masstatement, An auditincludes examining, on a test basis, evidence supporiing
the amounis and disclosures m the combined Onancial statements. An audil alse includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
tinancial statement presentatien, We beheve that our audit provides a reasonable basis Tor our opinten,

As diseussed in Note 1othese financial statements are prepared in conformity with the accounting and financial
reporting regulations prescribed or permitted by the Oklahoma State Department of Education, which 15 a
comprehensive basis of accounning other than accounting principles generally accepted in the United States of
America. The effeer on the financial statements resulting from the use of this regulatory basis of accountng
and presentation as compared o accounting principles generally accepted in the United State of America
cannot be reasonably determined, but is considered matenal.

In our apinion, because the District's policy 15 o prepare s combined financial statements on the basis of
avcounting discussed in the third paragraph, the combined financial statements referred to in the first paragraph
do not present tairly, 1n confornuty with accounting principles generally accepted in the Uniled Stales of
Ameriea, the financial position of the governmental activities, each major fund. and the aggregule remaming
fund information of the Mulhall-Orlando School District No. 1-003, Logan County, Oklahoma as of June 30.
20012, and the respeetive changes mn financial posinon thereol for the year then ended.

The Gnancial statements refored to above do not include the general fised asset account group, which 15 a
departitre from the regulatory basis of secounting prescribed or permitted by the Oklahoma State Department
of Tducation noted above. The amount that should be recorded in the general fixed asset account group s not

kot



Independent Auditor's Report {continued)

However, in aur apinion, except for the effects of the omission of the general fixed asset account group. the
combined Nnancial statements referred to in the [iesl paragraph present tairdy, i all material respects, the
azsels, liabilites and fund balances arising from regulatory basis wransactions of cach fund type and account
craup of Multhall-Orlande School Disiriel No, 1-003, Logan County, Oklaliomae, gs of June 30, 2012, and the
revenues collected and expenditures paid and encumbered, of each fund 1ype, for the vear then ended. on the
regulatory hasis of accounting described in Mote 1.

In aceordance with Gavernneit Awditing Stendards, we have also issued our report dated Ocetober 8, 2012 on
cur consideration of Muthall-Crlando School District No, [-003, Logan County, Oklahoma's internal control
over financial reporting and on our tests of s complignce with certain provisions of laws. resulations.
contracts, grant agreements, and other matters. The purpese of that report 15 to describe the scope of our testing
of internal control over [nancial reporting and compliance and the results of that lesting. and not to provide an
opanion on the mtermal contral over tnancial reporting or on compliance. That report (s an integral part of an
audst performed in sccordance with Government diditing Standards and should be considered in assessing the
results ol our audit,

Our audit was conducted for the purpose of forming opnions on the fund type and sccount grougp financial
statements within the combined financial statement. The combiming fund statements and schedules and other
schedules as listed in the 1able of contents, under other supplementary imformation, are presented for purposes
of addinonal analysis and are not a required part of the combined Onaneizl statements of the Distict. Tlus
other supplementary information and the sehedule of expenditures of federal awards are the responsibility of
managzement and were dertved from and relate direetly to the underlying accounting records used to prepare the
combined financial siatements. The other supplementary inlformation has been subjected to the auditing
nrocedures applied in the audit of the fund tvpe and account group financial statements within the combimed
(nancial statements and certam additional procedures. including comparing and reconciling such mformation
directly to the underlving sccounting and other records used to prepare the [inancial statement or 1o the
(nancial statements themselves, and other additional procedures m accordance with auditing standaeds
senerally accepted tn the United States of America. In our opmion. the other supplementary information 1
tarrly stated in all material respects 1 relation to the combined financial statements taken as a whole on the

din 3 Clff

Steven . Cundiff, CPA, Inc.

reculatory basis of accounting described in Note |

October 3, 2012



COMBINED FINANCIAL STATEMENTS - REGULATOIY BASIS
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MULHALL-ORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

1. Summary of Significant Accounting Policics

The financial statements of the Mulhall-Orlando School District No, T-003 (the "Distriet” ) have been prepared
in conformuty with an other comprehensive hasis of accounting as prescribed or permmtted by the Oklahoma
State Department of Education and conform 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 conformuly with accounting principles generally accepted in the United States of America. The
following is a summary ol the more significant accounting policies:

A, Reporting Entity

I'he District is a corporate body for public purposes created under Title 70 ot the Oklahoma Statutes and
accordingly is a separate entity for operating and linancial reporting purposes. The District is part ol the public
schoal system of Oklahoma under the general direction and control of the State Board of Education und i3
linancially dependent on State of Oklahoma support. The general operating autherity for the public school
syalem 18 the Oklahoma School Code ¢ontained in Title 70, Oklahoma Statutes,

he governing body of the District is the Board of Education (Board), composed of five elected members,
This group constituting an on-going entity, 1s the level of government which has governance responsibilities
over all activities related to public elementary and secondary school education within the junsdiction of the
Local Independent School District. The Board receives funding from local, state and federal government
sources and must comply with the requirements of these Mimding source entities.

The appointed supermtendent 15 the executive officer of the Distriet. The Board is not included m any other

Financial Reporiing Standards, since Board members are elected by the publhic and have decision making
Financial Reporting Standards, ) o
authority, the power to designale management, the responsibility 1o simificantly influence operations and
primary accountability for fiscal maners.

[n evaluating how to deline the district, for financial reporting purposes, management has considered all
potential component units, The deeision 1o include a potential component unit in the reporting entity was made
by applying the criteria established by the Governmental Accounting Standards Board (GASB). The basic--bul
not the only=--criterion for incluwding 2 potential component unit within the réporting entity is the governing
body's ability to exercise oversight responsibility, The most significant manifestation of this ability is linancial
mterdependency. Other mamifestations of the ability t exercise oversight responsibility included, butare not
limited to. the selection of governing authornty, the designation of management. the ability 1o sigmficantly
influence operation, and accountability for fiscal matters. A second criterion used in evaluating potential
component units is the scope of public service. Application of this criterion involves considering whether the
activily benefits the District and/or 1ts citizens. or whether the activity 15 conducted within the geographic
boundanies ol the District and 15 generally available to 1ts patrons. A third eritenion used to evaluate potential
component units for inclusion or exclusion from the reporting entity 18 the existence of special fingnong
relationships, regardless of whether the Distriet 1s able o exereise oversight responsibilities. Based upon Lhe
application of these critera, there are no potentia! component units included in the District's reporting eniity.




MULHALL-ORILANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

Summary of Sienificant Accounting Policies (continued)

B, Measuremen! [Focus

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 segregaling
ransactions related 1o certain distnet funetions or activities.

A fund 15 a separate accounting cntity with a self-balancing set of accounts. An account group. on the other
hand. is a financial reporting device designed to provide accountability for certain assets and habilities that are

not recorded i the funds because they do not dircetly afleel net expendable available financial resources,

Funds are classified into thres categories: governmental, proprictary and Oduciary, Each category, intum, is
divided into separate "fund types."

Governmenial Fund Types

Crovernmental funds are used o sccount for all or most of a government's general activities, including the
collection and disbursement of earmarked montes (special revenue funds). the acquisition or construction of
seneral fxed assets (capital projects funds), and the servicing of general long-term debt (debi service funds).

General Fund - The General Fund 15 used to account for all Tnancial transactions except those required o be
accounted for i another fund. Major revenue sources include state and local property taxes and state funding
under the Foundation and Incentive Aad Program. Expendilures 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 meludes federal and state resiricted
monies that must be expended for specific programs,

Special Revenue Funds - The Special Revenue Funds consist of the Building Fund and the Chuld Nutntion
Fund.

Ruilding Fund - The Building Fund consists of monies derived from property taxes levied for the
purpose af erecting, remodehing, or repairing buildings and for purchasing fumiture and equipment.

Child Nutrition Fund — The Child Nutrition Fund is used 1o account for monies denved from federal
and state rermbursement and local food service collecnons and 12 expended on food. supplies. and
salaries 10 operate the breakfast and lunch programs.

Mebt Service Fund - The debt service fund 15 the District's Sinking Fund and is used to account for the
accumulation of financial resources for the pavment of general long-term debt prineipal and interest. The
primary revenue sources are local property taxes levied specifically for debt service and interest earnings rom
lemporary investments,

Capital Projees Fund - The capital projects fund 15 the [Disiriet's Bond Fund and 15 used 10 account for the
proceeds of bond sales to be used exclusively for acquinng school sites, construeting and equipping new
schodl facilities, renovating existing tacilities, and scquining transportation equipment.




MULIALL-ORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

Summary of Sienificant Accounting Policics {continued)

Measurement Focus - Governmental Fued Tyvpes (continued)

Proprictary Fund Twpes

Praprietary funds arc uscd lo account for activities similar to those found in the private sector, where the
determination of net meome 15 necessary or useful to sound financial administration. Goods or services from
such activities can be provided cither to awsule parties (enterprise funds) or to ather departments or agencies
primarly witlun the [hsinet (nernal service funds). The District does not have any proprietary funds
Fiduciary Fund Types

Fiductary [unds are used to account for sssets held on behalt of outside parties. including other governments,
or on behalf of other funds within the Distriet, When these assets are held under the tenms of a formal trust
agreement, either a nonexpendable trust fund or an expendable trust Tund is vsed. The terms "nonexpendable”
and "expendable” refer 1o whether or not the District is under an obligation to maintain the trust principal.
Agency funds generally are used to account for assets that the District holds on behall ol others as their agent
and dao nol involve measurement of results of operations.

Aweney Fund - The Acency fund 1s the School Activities Fund which is used to account for monies collected
principally through fund-raising efforts of the students and District-sponsored groups. The administration is
responsible, under the authority of the Board, for callecting, disbursing and accounting for these activity funds.

Account Groups

Account groups are not funds and consist of a self-balancing set of aecounts used only 1o establish accounting
control over long-term debt and general fixed assets not accounted for in proprictary funds,

Creneral Long-Term Debt Account Group - This aeeount groop was established 1o account for all long-term
debt of the Distrier, which 15 offset by the wmount avanlable m the debt service fund and the amount to be
provided in future years o complete retirernent of the debt principal, [tis also used to account for lighilities for
compensated absences and early retirement ineentives which are to be paid from funds provided n [uture

WLATSE,

General Fixed Asset Account Group - This account group is used to account for property. plant and equipment
of the School Distriet. The Distriet does not maintain a record of its general fived assets, and secordimely, a
statement of penerel (xed assels, required by generally accepted accounting principles. is not included in the
financial staements. Land, buildings, nenstructural improvements, and all other phyvsical assets i all funeds are
considered expenditures in the vear of sequisiion and are not recorded as assets for financial statement
purposes.




MULHALL-ORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

Summary of Significant Accounting Policies (continued)

Measurement Fogus (continued)

Memeranduem Only - Tatal Column

The total colunm on the financial statements 15 captioned "memorandum onlv" to indicate that 1t 15 presented
only to facilitate financial analvsis. Data in this column does not present financial position or results of
operations m conformity with generally accepted accounting principles, Neither is such data comparable toa
consolidation, Inmterfund eliminations have not been made in the agoregation of this data.

The District prepares i1s financial statements in a presentation format that is preseribed by the Oklahoma Slate
Diepartment of Education. This format is essenually the generally accepted form of presentation used by stale
and local governmenis prior 1o the effective date of GASE Statement No. 34, Basic Financial Statements-
Manazement s Diseusyion and Analvsis-jor State and Local Goversanents. This format signiticantly differs
from that requared by GASB 34.

The basic financial statements are essennally preparcd on a basis of cash reecipts and disbursements modilied
as required hy the regulatons of the Oklahoma State Department of Education (O5DE) as follows:

» Encumbrances represented by purchase orders. contracts. and ather commitments for the expenditure
ol monies and are recorded as expenditures when approved.

s Invesymenis and inventones are reeorded as assets when purchased.

s Inventories of school supplies are recorded as expenditures and not as asscls.

»  Warrants payvable are recorded as liabilities when 1ssued.

«  Long-term debt is recorded when incurred.

s Agcrued compensated absences are recorded as an expenditure when the obligation 15 paid.

» A General Fixed Asset Account Group is required or expected by the Department of Education and 1s
presented in such an account group but is not depreciated.

This regulatory basis ol aecounting differs from accounting principles generally accepted m the United Sates of
America, which require revenues to be recognized when they become available and measurable, or when they
are earned. and expendilures or expenses to be recognized when the related halalites are incurred for
sovernmental fund types; and, when revenues are carned and liabilities are incurred for propnetary fund types
anid trust funds.

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported in
the financial statements. Basis of accounting relates to the timing of measurements made, regardless ol the
measurcment focus applied.

All governmental Lype tunds arc accounted for using the Regulatory (Stamutory) basis of accounting. Revenues
are recognized when they are received rather than ¢amed.  Under the Statutery basis ol accounting,
expenditures are generally recognized when encumberedireserved rather than at the ume the related lund
hiability is incurred, Fiduciary type funds are accounted for using the cash basis afaccounting, These practices

1l



MULIIALL-ORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 20112

Summary of Sienificant Accounding Policies {continued)

0. Budeets and Budgctary Accounting - Fstimate of Needs

The Disrict is required by state law to prepare an annual bodget. A preliminary budget must be submitted to
the Board of Education by December 31 for the fscal year beginning the following July 1. 1f the preliminary
budge! requires an additional levy. the District must hold an election on the first Tuesday m February to
approve the levy. If the prehnunary budget does not require an additional levy. it becomes the legal budget. [T
an election is held and the 1axes are approved, then the preliminary budget becomes the legal budget. IFvoters
teject the additional taxes, the District must adopt a budget within the approved tax rate, A budget 1s legally
adepted by the Board of Education for the General Fund and Special Revenue Funds (Buildimg Fund and Child
Nutrition Fund) that includes revenues and expenditures,

The 2011-2012 Estimate of Needs was approved by the board and subsequently filed with the County Clerk.
The Estimate of Needs was approved by the excise board and the requested levies were made.

A supplemental appropriation was approved by the board for the General Fund in the amount o 586,234,010,

E. Encumbrances

Encumbrances represent comnuiments related to unperformed contracts for zoods 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.  Appropriations not used or
encumbered, will lapse at the end of the vear.

[, Assets, Liabilities and Fund Equity

Cush and Cash Equivalents - The District considers all cash on hand, demand deposits and highly liquid
investments, with an orngnal maturnty of three months or less when purchased, to be cash and cash equivalents.

[nvestments - Investments consist of bank certificates of deposit with maturities greater than three months
when purchased. All investments are recorded at cost. which approximates market value.

Property Tax Revenues - The District 1s authorized by state law 1o levy property taxes which consist ol ad
valorem taxes on real and personal property within the Distriet. The County Assessor, upon receipt of the
certification of tax levies from the County Excise Board, extends the tax levies on the roll for subrmission to the
County Treasurer prior to October 1. The County Treasurer must commence tax collection within fifieen days
ol receipt of the tax ralls. The first hall of taxes is due prior to January 1. The second halfis due prior to April
1.

If the first payment is not made timely, the entire tax becomes due and payable on Junuary 1. Second half
taxes become delinquent on April 1 of the year following the year of assessment. [Tnot 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 penalty owed. 1fal the end of two years the owner has nat done so, the
purchaser 15 1ssued a deed 10 the property.
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MULHALL-ORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

Summary of Signilicant Accounting Policies (continued)
Assers, Liabilines, and Fund Equuy (continued)

[nventories - Purchases for inventory items are considered expenditures at the time the items were encumbered.

Frxed Assets and Property, Plant and Equipment - The General Fixed Asset Account Group 1s nol presenled.
The amount that should be recorded 1 the General Fixed Asset Account Group s not known.

Compensated Absences - Vested or accumulated vacation leave that is expected to be hquidated with
expendable available financial resources has not been reported as an expenditure or a fund liability of the
governmental fund that will pay it since the combined financial statements have been prepared on the
regulatory basis of accounting. Vested accumulated rights to receive sick pay benefits have not been reponted
1 the general long-term debt account group since the combined financial statements have been prepared on the
regulatory basis of accounting. These practices differ from generally accepied accounting principles.

[n sceordance with the provizsions of professional standurds on accounting for Compensated Absences, no
labihity 13 recorded for nonvesting accumulating rights 1o receive sick pay benefits. Vested accumulated rights
to receive sick pay benefits would be reported in the general long-term debl account group sinee nong of the
vested sick leave 1s expected 10 be hguidared with expendable avatlable financial resources.

Long-term Debt - Long-term debt is recognized as a hability of a governmental fund when due, or when
resources have heen accumulated in the debt service fund lor payment carly in the [olewing vear, For other
tong-term obligations. enly that portion expected 1o be financed from expendable available fnancial resources
15 reported as a fund lability of a governmental fund. The remasming porion of such obligatons 15 reported in
the Cieneral Long-term Debt Account Group,

Fund Balance - Fund balance represents the [unds not encumbered by purchase order. legal contracts, and
outstanding warranls,

(3. Revenue, Expenses and Expendifures

State Revenues - Revenues [fom state sources for curtent operations are primarily governed by the state aud
formula under the provisions of Article XVTIL Title 70. Oklahoma Statutes.  The State Board of Education
administers the allocation of state ald funds 1o school districts based on information accumulauted from the
distriets,

A lter review and verification of reports and supporting documentation, the State Department of Education may
adjust subsequent fiscal period allocations 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 15 made.

The Dnstrict receives revenue lrom the State to admimster cenain categorical educational programs.  State
Baard of Education rules require that revenue carmarked for these programs be expendead only for the program
for which the money 1s provided and reguire that the money not expended as of the close of the fiscal year be
camed forward into the lollowing 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 Tund.
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MULHALL-ORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

Summary of Significant Accounting Policies {continued)

Revenue, Expenses and Expendilures {continued)

Interfund Transactions - Quasi-gxternal transactions are accounted for as revenues, expenditures or expenses.
Transactions that constitute reimbursements to a fund or expenditures/cxpenses initially made from it that are
properly applicable to another fund, are recorded as expenditures/expenses in the fund that 15 reimbursed.

All ather imterfund (ransaetions. except quasi-cxternal transactons and reimbursements, are reported as
transtiers, Nonrecurring or nonroutine permanent transfers of equity are reported as residual equity transters,
All ather mterfund transfers are reported as operating transfers. There were no operating transfers or residual
equity transfers during liseal year 2012

LIse of Estimates - The preparation of financial statements in conformity with generally accepted secounting
principles requires management to make estimates and assumptions that affect the reported amounts of asscls
and habilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reparting period.  Accordingly, actual results could
differ from those estimiles.

td

. Cash and Investments

The District's investment policies are poverned by state statute.  Permussible investments include direct
abligations of the United States Government and Agencies; certificates of deposit of savings and loan
associations, and bank and trust compantes: and savings accounts or savings cerlilicates of savings and loan
associations, and trust companes, Collateral is required for demand deposits and centificates of deposit for all
amounts not covered by federal deposit insurance.  In accordance with state statutes and the District’s
investment policy. the District invests in the Oklshoma Public School Liguid [nvestment Trust.

Deposits and [nvestments - The District's cash deposits and mvestmenis at June 30, 2012, were completely
insured or collaterahized by federal depaosit msurance, direct abligations of the 115, Government, or sceurties
held by the District or by 1ts agent in the Distniet’s name. The Distriet’s cash deposits and investments at June
30, 2012 are classified in the following categones:

Uninsured by FDIC

Total [nsured Collaterahzed
Dieposils b FDIC by securities  Uncollateralized
(Cash und cash equivalents 8 532,160047 % 53216047 5 000§ 0.00
[nvestments 14,927 35 1492755 0.0 0,00
Coral S 36708802 2 SO7 OS2 o a.0og 5 .00

3. Interfund Receivables and Pavahles

There were no interfund receivabiles or pavables at June 30, 2012,
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MULHALL-ORLANDO SCHOOL DISTRICT T1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

4. General Lone-term Deht

State statutes prohibit the District from becoming indebted in an amount excéeding the revenue to be received
[or any [scal year without approval by the District's voters. Bond issues have been approved by the vioters and
wsued by the District for various capital improvements. These bonds are required to be fully paid serially
within 23 vears [rom the date of issue. General long-term debt of the District consists of bonds pavable.
ohligations for compensaled absences, early retirement incentive and capital leases. Debt service requirements
for bonds are payable solely from fund balance and future revenues of the debt service fund.

The following 15 a sumimary of the long-term debt transactions of the District for the year ended June 30, 2012:

Capital
Bonds Compensated Liise
Pavable Absences Obhgation Total
Balance, JTuly 1, 2011 § 410,000,000 S 1733590 $ 000 5 427 33590
Additions .00 0,000 .06} 0,00
Retirements {R3000.000 f 70950 .00 (85, 709.50)
Balance, June 30, 2012 8 223.000.00 5 1662640 5 000 % 341.626.40
bobeiel deseriprion of the owtstanding general ohligation bond 1ssues wt June 30, 2072 15 sel forth below;
Amount
_ Ourstanding
Independent School District [-003 Building Bonds,
Heries 2009, onginal 1ssue $345,000.00, interest
rates of 2 15% Lo 2.90%, due in annual installments
of $85,000.00, and a fnal peyment of 550,000.00
due May 1, 2014 173,000.00
lndependent School Distren 1003 Combaned Bonds,
Series 2010, original issue 5150000000, interes
rtes of 1.40% 1o 1. 90%, due in annual mstallments
of S30,000.00, and a final payment of $30,000.00
duoe July 1, 2014, 130, 000 0
Towal bonds outstanding B 325 00000



MULHALL-ORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

Ceneral Lone-term Debt {continued)

The annual debt service requirements for retirements of bond principal and payment of interest are as follows:

Year ending

June 20 Prineipal ~ Interest ~ Total

2013 PRI 144,862,540
20l TRV TIRR 144, 585,00
2013 30.475.00

Total 5 325 000,00

5 34022250
[nterest expense on general long-term debt incurred during the current year totaled 56.902.50.

The District has no lease agreements for limancing acquisitions of assets.

5. Other Post Emploviment Benefits

The District does not offer any early retirement incentive plans,

6. Emplovee Retirement System

The District participates in the state-asdministered Oklahoma Teachers' Retirement System (the "System"),
which 15 & cost-sharing, multiple-employer public employee retirement system (PERSY Under the system,
comiributions are made by the District, the State of Oklahoma, and the participating employees.

Participation 1s required for all teachers and other certified employees and 1s optiona! for all other regular
emplovees of public educational nstitutions who work at least 20 hours per week, A participant's date ol
membership is the date the first contribution is made to the System. The System s administered by a Board of
Trustees which acts as a fiduciary for investing the funds and governing the admimsiration of the System. The
[ustrict has no responsibility or suthority for the operation and administration of the System nor has 1t any
liability, except Lor the current contribution requiremnents,

A participant with five vears of creditable service may retire with a normal retirement allowance at the age of
sixty-two or with reduced benefins as early as age fifty-five. The normal retirement allowance paid monthly for
lite and then to beneficiaries, if certain options are exercised, equals two percent or the average of the highest
earning vears on contributory service multiphied by the number of years credited service. A participant leaving
employment before altaining retirement age, but completing ten years of service, may elect to vest his
gecumulated contributions and defer receipt of a retirement annuity until a laler date.

When a participant dies m active service and has completed ten years ol credited service, the beneficiary 1s
cntitled to a death benefit of S18,000.00 and the participant's contributions plus mnterest, I the beneficiary s s
surviving spouse, the surviving spouse may. n lieu of the death benefit, elect to receive, subject to the
surviving spousal options, the participant's retiremnent benefits acerued at the time of death.



MULHALL-ORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

Finplovee Retircment System {continued )

The contribution rates for the District, which are not actuarial derermined, and its emplovees are established by
statute and applied to the employee's carmings, plus emplover-paid fringe benefits. The District is required by
statute ta contribute 9.5% of applicable compensation for the year ended June 30, 2012, The District is allowed
by the Oklahoma Teacher's Retirement Systern to make the reguired contributions on hehalf of the participating
members. The required contribition for participating memhers is 7%,

New Jemslaton effective July |, 2006 included the following changes to the System, as [ollows:

L Irestablished the EESIP wherebhy active members are eligible for the EESIP A0 they have servige prior
t July 1, 1993, arc active on of afler July 1, 2006, and arc not cmployed by one of the
comprehensive or regional four-verr universities. The EESTP allows for two years of service pnor (o
Tulv 1. 1995 10 be computed at an enhanced or elimimated cap tor each year that the emplovee has
worked beyond normal retirement age at the tme of retirement, The $40,000 cap applicable 1w
serviee belore July 1, 19935 15 increased to 860,000 far the year ended June 30, 2007, 1o SE0,000 for
the wear ended June 30, 2008, and the cap s removed beginning July 1. 2008 for service that
qualifies for the enhancement provided by EESIP. The emplovee that elects the enhanced benefit
must pay the accumulations, at 0% interest, of contributions that would have been required but for
the cap then in place. Pavment is required forthose vears of service that are computed at an elevated
or eliminated cap. For those members elecung the enhanced benelit, the payment required is 50% of
the accumulated balance if the retirement oceurs duning the vear ended June 30, 2007, 73% of the
accurnulated balance if retirement occurs during the vear ended June 30, 2008 and 100% of the
accumulated batance for members who retire an or after July 1. 2008,

B

The employer contribution rate 15 9.5%.

The District’s contributions to the System for the years ending:

June 30,2012 5 203,884.28
June 30, 2011 194 614.47
June 30, 2010 I'84,783.55

The pension benefit oblization is a standardized disclosure measure of the present value of pension benelitz.
This pension valuation method retlects the present value of estimated pension benetits that will be paid n
future years as a result of emplovee services perlormed 1o date and 15 adjusted tor the effect of projected salary
increases,  There are oo actuarial valuations performed on mdividual school districts. The Oklahoma
Teachers” Retirement System issues a publicly available financial repart that includes financial statements and
required supplementary informaion for the Systermn: The system issues an mdependent Onancial report.
financial staemenis, and required supplementary information that may be obtained by writing 1 the Oklahoma
Teachers” Betirement Systermn, 0. Box 53624, Oklahomi City, OK 73132 o1 by calling 305-321-2387,



MULHALL-ORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCUIAL STATEMENTS
JUNE 30, 20112

Emplovee Retivement Svstem (continued)

Fen vear historical trend information 1s presented in the Teacher's Retirement System of Oklahoma Annual
Report for the vear ended June 20, 2011, This informanon 15 uselul m assessing the pension plan's

Schedule of Funding Progress {dollars in millions} (unaudited)

Uniunded

Actuarial Actuarial Adctuarial UAAL a3 %
Value of Accrued Actrued Arnual ol Covered

Actuartal Assets{ AVA)  Liability Linbility Funder Covered Payroll

Valuation Date a) LAY CLIAAL W B-a) Ratolab) Pavroll{c) ib-alic)
June 30, 2002 6.310.9 12,2759 S805.1) 1A%, 1471 LO5 8%
June 30, 2003 643649 11,9252 34333 A4 10457 [ &0.2%
June 30, 2004 0.H00.9 14,0801 TAIG2 47 3%, 20307 2abad B
Tune 30, 2005 f a2y 14,0524 T.0e T 49 54 L1753 223.6%
June 30, 20060 74704 13,1434 a7 449 A 33540 BT
June 30, 2007 54219 16,024 4 7.602.5 52.6% L AUE 211.2%
June 30, 2008 92568 15 2469 NN 50.5%, 37514 242 3%
Fune 30, 2009 0,439.0 1R 8509 5120 4089 LEOTD 2409 3%
June 30, 2010 0.566.7 19.980.6 104140 47 Q% RS BT Y 2700
June 30, 2011 09606 17,5604 7.600.2 56.7% 7733 20 4%,

Fhe emplover contribution rates are estublished by the Oklahoma Legislature and are less than the
annual required contribution. which 1s performed te determine the adequacy of such contribution rates.

=1
.

Cpatingencies and Other Commitments

Amounts received or receivable from grantor agencies are subject (o audit and adjpstment by grantor agencies.
Any disallowed claims, including amounts already collecied, may constitute a abihity of the applicable funds.
The amount, if any, of expenditures which may be disallowed by the grantor cannot be determined at this time
althiough the Tharet expects such amounts, if any, W be mmmatenal,

The [strict has no muli-vear operating lease agreements,

8. Risk Manaeement

The Listrict purchases commercial msurance policies covering property casualty loss, public hability, school
bipard member and administrator lahility, and workers compensation. The Distmet also purchases surety bonds
for employees m all pasitions required by state law to be bonded. Management believes such coverage is
sufficient to preclude any significant uninsured losses to the Distriet.

The District is exposed w vartons risks of lass related 1o torts; theft of, damage 1 and destruction of assels: errors
and omisstons: injuries to employees; or acls of God. The Distnict purchases commercial msurance 10 cover these
rsks, mcluding general and auto liability, property damage. and public officials hablity. Settled clamms resulting
fram these risks have not exceeded the commercial Insurance coverage i any ol the past three Nscal vears.
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MULHALL-QORLANDO SCHOOL DISTRICT 1-003
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2012

Kisk Manacement {continued)

The school also participates in a risk pool for Workers” Compensation coverage in which there is a transfer or
pacling of risks among the participants of that pool. In accordance with GASE No. 10, the School reports the
required contribution 1o the pool, net of refunds, as insurance expense. The risk pool 15 the Oklahoma School
Assurance group (OSAG), an organization formed for the purpose of providing workers” compensation coverige 1o
participating schools in the State of Oklahoma. In that capacity. O5AG 1s responsible for providing loss control

msurimce agreements, claims processing, and legol defense forany and all claims submutied 1o them dunng the plan
vear. Asa member of OSAG, the District is required 1o pay fees set by OSAG according 1o an established payment
schedule. A portion ol the fees paid by the District goes mto @ loss fund for the Thistrict. The fee Tor the loss Tund
is caleulated by projecting losses based on the schools losses Tor the last five years. OSAG provides coverage in
excess of the Loss Fund so the Disirier’s lability for claim loss (5 limired o the balance of the loss fund. 1 the
District does not wse therr Joss fund in three years, 11 15 returned 1o them with no interest.

The District 1s also ¢ member of the Oklahoma Public Schools Unemployment Compensation Program.  In this
program, the Distriet is required to make a deposit based on past experience lor potential unemployment claims.
The funds Tor each District are kept separate. The money contobuted by cach Distnet does not carn interest and is
fullv insured. 1t the District has ¢laims 0 excess of the amount of their account, they would be Lable for the

CXCESS!

9. Accumulated Unpaid Vacation. and Sick Leave Benefits

The District provides sick leave benefits to the certified staff in accordance with Title 70, Article 6-104, of the
Oklahoma Statutes, which provides for an annual acerual of sick leave of ten days and personal busimess days
aceruel of five days for certified and three days [or non-certified emplovees. Ten days are atlowed 1o
accumulate up 1o a total of sixty days per emplovee. None of the benefits are payable upon retirement or death

The accumulated vacation leave seerued Tor all staff at June 30, 2012 15 S 1Lei0nan
The accumulated sick leave accrued [or support persennel at June 30, 2012 (s 54,1000
The acewmulated sick leave acerued lor certified personnel at June 20, 20102 is: L0.896.40

Total accrued compensated absenees: 5 1662640

1} Subsvouent Fvents

Subsequent events have been evaluated threugh October 5. 2012 which 1s the date the financial statements

were avallable 10 be 1zsued.
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MULHALL-ORLANDO SCHOQL DISTRICT [-003
COMBINING STATEMENT OF ASSETS, LIABILITIES AND CASH FUND BALANCES - REGULATORY BASIS

ASSETS

Cash
Investiments

lotal assets

LIABILITIES AND FUND BALANCES
Liabilities
Culstanding warrants
Encumbrances
Total liabilitiss
Fund balances
Reserved:
Unreserved/undesignated:

Total fund balances

Tatal hahilities and
fund halances

The notes to the linancial statements are an integral part of this statement,

ALL SPECIAL REVENUE FUNDS
June 30, 2012

Child
Builging Mutrition
Fund Fund Total
S 57.287.08 5 3324160 5122866
3 57,987.08 F 3324160 81 228 86
3 056445 $ 73B40 10.303.85
5,564 45 73840 10.203.85
4842261 32,502.20 80.924.51
48,422 51 32,502 .20 B0,524.81
3 57.987.08 3 33,241.80 91.228.68




MULHALL-ORLANDCO SCHOOL DISTRICT 1-003

COMEBINING STATEMENT OF REVENUES COLLECTED, EXPENDITURES PAID,
AND CHANGES IN FUND BALANCES - REGULATORY BASIS

Revenues collzcled,
District sources
Intermediale sources
State sources
Federal socurcas
Total revenues collected

Expenditures paid
Instruction
Support senvices
Mon-instruction services
Capital outlay
Other outlays
Total expendifures paid

Excass of revenues collected aver
(under) expendituras befare
adjustmenis to prior year
ancumbrances

Adiusiments to prior year
encumbrances

Other financing sources (Uses)
aperating frnasfers in
operating fransfars out

Total other financing
Sources (uses)

Excess (deficiency) of revenues
and other resources over
expenditures and cther uses

Fund balances, beginning of year

Fund balances. end of year

ALL SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED JUNE 30, 2012

Child
Euilding Mutrition

Fund Fund Tatal
5 B7,504.11 % 36,656.04 3104 460.15
867,38 5,542 84 561023
- £8,601.23 58,601.23
E7 871.50 111,800 11 178.871.61
42 88232 - 42 BB2 32
- a7, 704.87 87,704.87
1,782.00 - 1,782.00
- 15,000.00 15,000.00
44 584,32 102, 70487 147,369.19
23,207 18 9,085 24 3230242
23,207 18 9,085 24 3230242
2521543 23,406.56 48 622.358
$ 48,422 81 $ 32.502.20 3 80,524.81

The notes ta the financial statements are an intearal part of this statement
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MULHALL-ORLANDO SCHOOL DISTRICT 1-003

STATEMENT OF ASSETS, LIABILITIES AND FUND EQUITY -REGULATORY BASIS

FIDUCIARY FUNDS
June 30, 2012

ASSETS
Cash
Investments
Due from other funds

Total assets

LIABILITIES AND FUND EQUITY

Liabilitizs:
Due to student, parent and booster
actvities
Due to adminisirative activibies

Total habilities
Fund equity:
Resarved
Unreserved/undesignated
Tatal fund equity

Tatal liatilities and fund eguity

Agency Funds
i Activity Fund)

]

58,073.61
14,927.55

72,007.18

73.001.18

2

73.001.18

The notes lo the financial siatements are an inlegral part of this statement



MULHALL-ORLANDO SCHOOL DISTRICT 1-003
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES - REGULATORY BASIS
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2012

Agency Funds

Balance Balance
Junes 30, 2011 Additions Deletions June 30 2012
ACTIVITIES
Student activities % 52641867 & 154.757.81 3 148,033.42 5 5926606
[ otal activities 5264167 154, 757.81 148 033,42 59 366.06
ADMINISTRATIVE
Administration 127 .85 115.00 B60.00 182.85
Mizcallansous fund 1,251.67 454 83 B875.00 1,071.50
Library fund 21447 1.772.45 1 7EE.7H 22014
Disaster fund 141.31 - - 141.31
Kid Zone clearing account - 4861028 461025 -
Athletic boosters 122 .10 - - 122.10
Livestock boosters 8.560.80 45 563 60 44 09021 10,434 1%
Evans scholarship - 1,500.00 1.500.00 -
M-0 Schoct Foundation 4 268.49 26 800 00 29,605 08 1,453.01
Total adminisirative 15,087.19 80 85513 82,308 22 13,635.10

TOTAL - ALL AGENCY FUNDS 5 &7 728EG 3 235651394 5 230.341.64 3 7300118

ASSETS
Cash - all funds 3 5292618 I 23548007 S 23034164 ¥ 58307381
Investments 14 802 68 124 .87 - 14.927.55
Total assets 5. 67.728.86 § 235613.94 $ 230,341.64 % 7300118
LIABILITIES
Due to activities
and administrative 3 67.728.85 $ 235613.94 3 230,341.64 $  73,001.16
Total labilitizs 3 6772886 3 23561394 5 23034164 & 73001186

The notes to the financial statements are an integral pan of this statement.
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REFPORT ON INTERNAL CONTROL OVERR FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN ALUDT OF COMBINED FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOFERNMENT AUMTING STANDARDS

The Hencrable Board of Educanon
Mulliall-Orlando School Thstriet Na, 1003
Mulhall-Orlando, Logan County, Oklahoma

We have audited the accompanying fund bpe and account group fnancial statements-regulatory hasis of
mlulhall-Orlando School Mstrier Mo 003, Oklahomaas bisted i the Table of Contenis, as ofand for the vear
croded June 300 2012, and have issued our report thereon dated Oeober &, 200 2, which was adverse with
respect to the presentation of the Nnancial statements in conformaty with accounting principies generatly
accepted in the Umted States because the presentation followed the regulatory hasis of accounung for
Oklahoma school districts and did nat conform 1o the presentation requirements of the Governmental
Accounting Standards Board. However, our report was gualified for the onuission of general fixed asset account
eroups with respect to the presentation of financial stalements on the regulatory basis of accounting authorized
by the Oklahoma State Board of Education. We conducted our audit in secordance with auditing standards
generally aceepted in the United Stares of America and the standards applicable to financial audits contained in
Government Auditing Standards, 155ued by the Comptroller General of the Umited States,

internal Contrel Uver Financl Reporting

In planning and performing our audit, we considered Mulhall-Orlando School District Na. [-003's mternal
contrel aver financial reporting us a basis for designing our suditing procedures for the purpose of expressing
our pmnton on the financial stuements, but not for the purpose of expressing an opinion on the etfectivencss al
Mulhall-Orlando School Distriet No. 1-003"s internal control over financial reporting. Accordingly, we donot
eapress an opinion on the effectiveness of the Mulhall-Orlando School District No. [-003 75 tmernal control

over financial reporbing,

A deficiency in internal control exists when the design or aperation of a control does not allow management or
employees. in the normal course of performing their assigned [unctions, to prevent or deteet and correct
misstalenienis on o lunely basis. A material weakness 1s g deticiency, or combination of deficiencies, in
internal control such that there 15 a reasonable possibility that @ matenal misstatement of the entity’s [inancial
staterments will not be prevented. or deteeted and corrected on a umely basis.

Our consideration of the internal control over financial reporting was for the limited purpose deseribed in the
first paragraph of this section and was not designed to wentily all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses. We did notidentify any
deficiencies in intermal contrel over linancial reporting that we cansider to be material weaknesses, as defined
above,




Compliance and Other Matiers

As part of ohtaming reasonable assurance about whether Mulhall-Orlando School Distriet Mo, [-003's financial
staterments are free of material nmisstatement, we performed 1ests of 1s compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncomphance with which could have a direct and material
eiffect on the determination of Ananeia! statement amounts, However, providing an opinion on compliznce
with those provisions was net an abjective of our audit and, accordingly, we do not express such an opmion.
The results of eur tests disclosed no mstances of noncompliance or other matlers that are required 1o be
reported under Government Anditing Srandards.

This report ts tended solely for the information and vse of the Board of Education and management, all
applicable federal and state agencies, and those other Governments from which federal Gnancial assistance was
received and 15 not intended to be and should not be used by anyone other than these specified parties.

A x

Steven I, Cundift, CPA Ine,

QOctober 8, 2012




MULHALL QORLANDO SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 20012
SECTIONT - SUMMARY OF AUDITOR'S RESULTS
FINANCIAL STATEMENTS

Type ol awditor's report ssued:
With respect to conlommity with Adyerse

Generally Accepted Accounting Pninciples
Crualifed - due 1o omission

With respect to the use of Revulaory basis of accounting and
of the general fived asset group

the amission of the penera] fixed asser group
{nternal control over financial reporing:
Saterial weaknesses) wdenificd?
Reportable conditionis) identified
not considered 1o be material weaknuesses?

Mo

Mone reported
Nencompliance material to financial statements noted? Mo
SECTION T - FINANCIAL STATEMENT FINDINGS

NI:'!- T LTers el r‘.."!l-ll'”'lr."ii.
SECTION [ - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Mo matlers were reported.
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MULHALL-ORLANDO SCHOOL DISTRICT NO. [-003
SCHEDULE OF ACCONTANT'S PROFESSIONAL LIABILITY INSURANCE
AFFIDAVIT
JULY 1. 2011 TO JUNE 30, 2012

State of (Oklahoma
County of Payne
The undersimed auditing firm of lawtul age, being first duly sworn on oath, says that said firm had in

full foree and effect Accountant's Professional Liability Insurance in accordance wath the "Oklahoma
Public Schaol Audit Law' at the time ol audit contract and during the entire audit engagement with

Mulhall-Orlando Public Schools for the audit vear 200 1-2012.
Steven F. CundifT, C.B.AL Tne,
Auditing Firm
5 R SO -
Authorized Agoent
Subscribed and swarn 10 before me this dav of _, 2012,

i -_Hotar}' Public

My Commission Expires: _9-27-13 201016317




MULHALL-ORLANDO SCHOOL DISTRICT NO. 1-003
schedule of Statutory, Fidelity, and Honesty Bonds
For the Year Ending June 30, 2012

Fusition Bonded By Palicy Number Term Arnournd
| Teasurer Ohiio Casualty Co, 427139 7-01-11/7-01-12 S 150.000.00
Ercumbrance Clerk  Ohio Casualy Co, 321703 T-01-117-01-12 10, 000,00
superiniendent Ohio Casualty Co, 3317103 T-01-117-00-12 1Ok, D000

Activity Fund
Custodian Ohoo Casualty Co, IZTI03 T-01-11/7-01-12 3, 00000

ad

gl

Minutes Clerk Cthio Casualty Co, 317103 201-11/7-01-12 RATHORATY



