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Independent Auditor's Report

The Honorable Board of Education
Mulhall-Orlando School District No. I-003
Mulhail-Orlando, Logan County, Oklahoma

We have audrted the accompanyng combrned fund type and account group financial statements-regulatory

basis of the Mulhall-Orlando School District No. I-003, Logan County, Oklahoma, as listed rn the table of
contents. as combined financial statements, as of and for the year ended June 30, 2013.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance

rv ith t1're financial r eporting regulations prescribed or permitted by the Oklahoma State Deparlment of Education

as described in Note 1, to meet the requirements ofthe Oklahoma State Deparlment of Oklahoma. Management
is also responsible for the design, implementation, and maintenance of intemal control relevant to the preparation

and fair presentation of financial statements that are free from material misstatement, whether due to fraud or
erTor.

Auditor's Responsibility

Our responsibility is to express an oprnion on these financial statements based on our audit. We conducted our
audit rn accordance with auditing standards generally accepted rn the United States of America and Government
Aucliting Stanclards, 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 misstatemerrt.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financiai statements. The procedures selected depend on the auditor's judgment, including the assessment of the

risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers intemal control relevant to the entrty's preparation and fair presentation of the

financral statements in order to desrgn audit procedures that are appropriate in the circumstances" but not for the

pulpose of expressing an opinion on the effectiveness of the entity's rntemal control. Accordingly, we express no

such opinion. An audit also includes evaluating the appropriateness of accounting poiicies used and the

reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is suff,rcient and appropriate to provrde a basrs for our

adverse and qr.ralified audit opinions.



Basis lbr Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1 to the financral statements, to meet the financial repofiing requirements of the Oklahoma
State Department of Education, the financial statements are prepared by Mulhall-Orlando School District No. I-
003, Logan County, Oklahoma on the basrs of the financral reporlrng regulations prescnbed or permitted by the
Oklahoma State Deparlment of Education, which is a basis of accounting other than accounting pnnciples
gcnerally accepted in the United States of Arnerica.

The effects on the financial statements of the vanances between the regulatory basis of accounting described in
Note i and accounting pnnciples generally accepted in the United State of America, although not reasonably
determinable. are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the Basis for Adverse Oprnion on U.S.
Generally Accepted Accountrng Principles paragraphs, the financial statements refened to above do not
present fairly in accordance rvjth accounting principles generally accepted in the United States of Amenca, the

financial position of Mulhall-Orlando School District No. I-003, Logan County, Oklahoma as of June 30,

2073 . or the revenues, expenses, and changes in net position and, where applicable, cash flows thereof for the
year then ended.

Opinion on Regulatory Basis of Accounting

The financial statements refened to above do not inciude the general fixed asset account group, which is a
departure from the regulatory basis of accounting prescribed or permrtted by the Oklahoma State Deparlment of
Educatron noted above. The amount that should be recorded rn 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 refered to in the first paragraph present fairly, in all material respects, the assets,

habilities and fund balances arising from regulatory basis transactions of each fund tlpe and account group of
Mulhali-Orlando School Drstrict No. I-003, Logan County, Oklahoma, as of June 30, 2013, and the revenues

coilected and expendrtures paid and enoumbered, of each fund type, fbr the year then ended, on the regulatory
basis of accounting described rn Note 1.

Other Matters

C)ther infonr-ration

Our audit was conducted for the purpose of foming opinions on the ftind type and account group financial
statements withrn the combined financial statements. The combining fund statements and schedules and other
schedr-rles as listed in the table of contents, under other supplementary rnformation, are presented for purposes of
additional analysis and are not a required part of the combined financial statements of the Distnct. This other
supplementary information rs the responsibilrty of management and was derived from and relate directly to the
underlying accounting records used to prepare the combined financial statements. The other supplementary
information has been sub3ected to the auditing procedures applied in the audit of the fund type and account group
financial statements r,vithin the combined fjnancial statements and certain addrtional procedures, including
comparing and reconciling such inforrnation directly to the underlying accounting and other records used to
prepare the financial statement or to the financial statements themselves, and other additional procedures in



accordance with audttrng standards generally accepted rn the United States of America. In our opinion, the other
supplementary rnformation is fairly stated in all materlal respects in relation to the combined financial statements
taken as a whole on the regulatory basis of accounting described in Note 1.

Other Reporting Required by Government Auditing Standards

In accordance with Government Aucliting Stanclarcls, we have also issued our repofi dated October 14, 20 13 on
or-r consideration olMulhall-Orlando School District No. I-003. Logan County, Oklahoma's intemal control over
financral reporting and on our tests of its compliance with cefiain provisions of 1aws, regulations, contructs, grant
agreements, and other matters. The purpose of that report is to describe the scope of our testing of tntemal control
over financial reporting and comphance and the results of that testing, and not to provide an opinion on the
intemal control over financial repofling or on compliance. That report rs an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our audit.

October 14,2013

Steven F. Cundiff, CPA, Inc.
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MULHALL-ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

1. Summary of Signilicant Accounting Policies

The financral statements of the Mu1hall-Orlando School District No. I-003 (the "District") have been prepared

in conforrnity with an other comprehensive basis of accounting as prescribed or permitted by the Oklahoma

State Deparlment of Edr-rcation and conform to the system olaccounting authorized bythe 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

loilowing rs a summary of the more significant accounting policies:

A. Reporting Entity

The District is a corporate body for pubhc pLuposes created under Title 70 of the Oklahoma Statutes and

accordingly is a separate entity for operating and financial reporling purposes. The Distnct is part of the public
school system of Ohlahoma under the general direction and control of the State Board of Education and is

linancially dependent on State of Oklahoma support. The general operating authority for the public school

system is the Oklahoma School Code contained rn Title 70, Oklahoma Statutes.

The govemrng body of the District is the Board of Education (Board), composed of five elected members.

This group constituting an on-going entity, rs the 1evel of govemment which has govemance responsibilities

over a1l activities related to public elementary and secondary school education within the jurisdiction of the

Local Independent School District. The Board receives fundrng from loca1, state and federal govemment

sources and must comply wrth the requirements of these fundrng source entrties.

The appotnted superintendent is the executive officer of the District. The Board is not included in any other

governmental "reporting entity" as defined in Section 2100, Codification of Govemmental Accounting and

Financial Reporltnq Standards, since Board members are elected by the public and have decision makrng

authonty, the power to designate management, the responsibility to signihcantly rnfluence operations and

pr1mary/ accountability lor fiscal matters.

In evaluating how to define the district, for financial reporting pulposes, management has considered all

potential component units. The decision to include a potential component unit rn the reporting entity was made

by applying the criteria established by the Govemmental Accounting Standards Board (GASB). The basic--but

not the only--criterion for including a potential component unit within the repofiing entity is the governing

body's ability to exercise oversight responsibility. The most significant manifestation of this ability is financial

interdependency. Other manifestations of the ability to exercise oversight responsibtlity included, but are not

fimited to, the selection of goveming authority, the designation of management, the ability to significantly

inf-luence operation, and accor-rntability lor flscal matters. A second criterion used in evaluating potential

component units is the scope of public service. Applicatron of this criterion involves considering whether the

activity benefits the District and/or its citizens, or whether the activity is conducted withrn the geographic

boundaries of the Distnct and is generaily available to its patrons. A third criterion used to evaluate potentlal

component units for inclusion or exclusion from the reporling entity is the existence of special financtng

relationships, regardless of whether the District is able to exercise oversight responsibilities. Based upon the

application of these cnteria, there are no potential component units included in the District's reporling entity.



MULHALL-ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

Summary of Signilicant Accounting Policies (continued)

B. Measurement Focus

The llistrict uses funds and account Eiroups to repofi on its financial position and the results of its operations.

Fund accountlng ls desrgned to demonstrate lega1 compliance and to ard financral management by segregating

transactions related to cefiain drstrict functions or activities.

A fund is a separate accounting entity with a self-balancing set of accounts. An account Broup, on the other
hand, is a financial reporling device designed to provide accountability for cerlain assets and liabilities that are

not recorded rn the funds because they do not directly affect net expendable available financial resources.

Funds are classified into three categories: govemmental, propnetary and fiduciary. Each category, in turn, rs

divided into separate "fund types."

Gov'cnurcnLai F uncl '1 ypes

Gover-nmentai lunds are used to account lbr ail or most of a government's general activities, including the

collection and disbursement of earmarked monies (special revenue funds), the acquisition or construction of
general fixed assets (capital projects funds), and the servicing ofgeneral long-term debt (debt service funds).

General Fund - The General Fund is used to account for all financial transactions except those required to be

accollnted for in another fund. Major revenlle sources inclLrde state and 1ocal properly taxes and state funding
under the Foundation and Incentive Aid Program. Expendttures 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 includes federal and state restncted

monies that must be expended for specific programs.

Special Revenue Funds - The Special Revenue Funds consist of the Buildrng Fund and the Child Nutrition
Fund.

Building Fund - The Building Fund consists of monies derived from property taxes levied for the

pulpose of erecting, remodeling, or repairing buildings and for purchasing furniture and equipment.

Child Nutntion Fund The Child Nutrition Fund is used to account for monies derived from federal
and state reimbursement and 1oca1 food service collections and is expended on food, supplies, and

salanes to operate the breaktast and lunch programs.

Debt Service Fund - The debt service fund is the Drstnct's Sinking Fund and is used to account for the

accumulation of financial resources for the pa).Tnent of general long-term debt principai and interest. The

primary revenue sources are local propefiy taxes levied specifically for debt service and interest eamings from
temporary investments.

Capital Projects Fund - The capital projects fund is the District's Bond Fund and is used to account for the

proceeds of bond sales to be used exclusively for acquiring school sites, constructing and equipping new

school facilities, renovating existing lacilities, and acquiring transporlation equipment.

10



MULHALL.ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

Summarv of Significant Accounting Policies (continued)

Measurement Focus - Govemmental Fund T)'pes (continued)

Proprietary Fund Tlrpes

Ploprietarv funds are used to accolrnt fbr actrvities srmilar to those fbr-rnd in the private sector, where the

determlnatlon olnet income rs neccssary or useful to sound llnancral administratron. Goods or services lrom
such activities can be provided either to outside parlies (enterprise funds) or to other depafiments or agencies

pnmarily wlthin the District (rntemal service funds). The District does not have any proprietary funds.

Fiduciary Fund Tlpes

Fiduciary funds are used to account for assets held on behalf of outside parties, including other govemments,

or on behalf of other funds within the District. When these assets are held under the terms of a formal trust

agreement, either a nonexpendable trust fund or an expendable trust fund is used. The terms "nonexpendable"

and "expendable" refer to 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 behalf of others as their agent

and do not invoive measurement of results of operations.

Asency Fund - The Agency fund is the School Activities Fund which is used to account for monies collected
principally through fund-rarsing efforls of the students and District-sponsored groups. The administration is

responsible, under the authority of the Board, for collecting, disbursing and accounting for these activity funds.

Account Groups

Account groups are not funds and consist ofa self-balancing set ofaccounts used only to establish accounting
control over long-term debt and general fixed assets not accounted for in proprietary funds.

General Lonq-Term Debt Accor,rnt Group - This account group was established to account for all long-term

debr of the District, rvhich 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. It is also used to account for liabilities for
compensated absences and early retirement incentives which are to be paid from funds provided in future
years.

General Fixed Asset Account Group - This acconnt group is used to account for propefiy, plant and equipment

of the School District. The District does not maintain a record of its general fixed assets, and accordingly, a

statement of general fixed assets, required by generally accepted accounting principles, is not included in the

financial statements. Land, burldings, nonstructural improvements, and all otherphysicai assets in all funds are

considered expenditures in the year of acquisition and are not recorded as assets for financiai statement

pulposes.

11



MULHALL-ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

Summary of Significant Accounting Policies (continued)

Measurement Focus (continued)

Memorandum Only - Total Column

The totai column on the financrai statements is captioned "memorandum only" to indicate that it is presented

only to facilitate financial analysis. Data in this column does not present financial position or results of
operations in conformity with generally accepted accounting principles. Neither is such data comparable to a

consohdation. Interfund eltminations have not been made in the aggregation of this data.

C. Basis of Accounting and Presentation

The District prepares its financial statements in a presentation forrnat that is prescribed by the Oklahoma State

Depafiment of Education. This format is essentiaily the generally accepted form of presentation used by state

and local govemments prior to the effective date of GASB Statement No. 34, Basic Financial Statements-

Managemert's Discussion and Analysis-for State and Local Governments. This format significantly differs
from that required by GASB 34.

The basic financial statements are essentially prepared on a basis of cash receipts and disbursements modified
as required by Lhe regr-rlatror-rs ol'the Okiahoma State l)epartment ot'Educatron (OSDE) as lbllows:

. Encumbrances represented by purchase orders, contracts, and other commitments for the expenditure

of monres and are recorded as expenditures when approved.

o Investments and inventories are recorded as assets when purchased.

r Inventories ofschool supplies are recorded as expenditures and not as assets.

o Warrants payable are recorded as liabilities when issued.

. Long-term debt is recorded when incurred.

. Accrued compensated absences are recorded as an expenditure when the obligation is pard.

o A General Fixed Asset Account Group is required or expected by the Deparlment of Education and is

presented in such an account group but ls not depreciated.

Thrs regulatory basis of accounting differs from accounting principles generally accepted in the Umted Sates of
America, whtch require revenues to be recognized when they become available and measurable, or when they

are eamed, and expenditures or expenses to be recognized when the related liabilities are incurred for

govemmental fund tlpes; and, when revenues are eamed and liabilities are incurred for propnetary fund flpes

and trust funds.

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

measurement focus applied.

Al1 govemmental type funds are accounted for using the Regulatory (Statutory) basis of accounting. Revenues

are recogntzed when they are received rather than eamed. Under the Statutory basis of accounting,

expenditures are generally recognized when encumbered/reserved rather than at the time the related fund

liability is incuned. Fiduciary tlpe funds are accounted for using the cash basis of accounting. These practices

differ from generally accepted accounting principles.
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MI]I,HALL.ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

Summary of Significant Accounting Policies (continued)

D. Budgets and Budgetary Accounting - Estimate of Needs

The District rs required by state law to prepare an annual budget. A preiiminary budget must be submitted to

the Board of E,ducation by December 3 1 for the fiscal year beginning the following July 1. If the preliminary

budget requires an additional ler.y, the District must hold an election on the first Tuesday tn February to

approve the ler,y. If the prelimrnary budget does not require an additional lely, it becomes the 1egal budget. If
an election is held and the taxes are approved, then the prelimrnary budget becomes the legal budget. If voters

reject the additronal taxes, the District must adopt a budget within the approved tax rate. A budget is legally
adopted by the Board of Education for the General Fund and Special Revenue Funds (Building Fund and Child
Nutrition Fund) that rncludes revenues and expenditures.

The 2012-2013 Estimate of Needs was approved by the board and subsequently filed with the County Cierk.
The Estimate of Needs was approved by the excise board and the requested levies r,vere made.

A supplemental appropriation was approved by the board lor the General Fund in the amount of $25,461 .31.

E. Encumbrances

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--rs utilized in all govemmental funds of the District. Appropriations not used or

encumbered, wiil lapse at the end of the year.

F. Assets. Liabrlrtres and Fund Equity

Cash and Cash Equivalents - The District considers all cash on hand, demand deposits and highly liquid
inve stments, with an original maturity of three months or less when purchased, to be cash and cash equivalents.

Investments - Investments consist of bank cerlificates of deposit with maturities greater than three months

when purchased. A11 investments are recorded at cost, which approximates market value.

ProDert)''l'ax Revenues - The Drstnct 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

certrllcatron oltax levtes liom the County Excise Board, extends the tax levies on the roll for submrssion to the

County Treasurer prior to October l. The County Treasurer must commence tax collection within fifteen days

of receipt of the tax rolls. The hrst half of taxes is due prior to January 1. The second half is due prior to Apnl
1.

If the first paynent is not made timely, the entire tax becomes due and payable on January 1. Second half
taxes become delinquent on April 1 of the year following the year of assessment. If not paid by the following
October 1, the properly is offered for sale for the amount of taxes due. The owner has two years to redeem the

propetly by payrng 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 propefiy.
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MULHALL-ORLANDO SCHOOL DISTRTCT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

Summarv of Signilicant Accounting Policies (continued)
Assets. Liabrlitres. and Fund Equlty (.continued)

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

Fixed Assets and Propert. Plant and Equipmgq! - The General Fixed Asset Account Group is not presented.

The amount that should be recorded in the General Fixed Asset Account Group is not known.

Compensated Absences - Vested or accumulated vacation leave that rs expected to be liquidated with
expendable avarlable financial resources has not been repofied as an expenditure or a fund liability ofthe
govemmental fund that will pay it since the combined financial statements have been prepared on the
regulatory basrs of accounting. Vested accumulated rights to receive sick pay benehts have not been repofied
in the general long-term debt account group since the combined financial statements have been prepared on the
regulatory basis ol accountlng. These practices drffer from generaliy accepted accounting principles.

In accordance with the provisrons of professronal standards on accounting for Compensated Absences, no

liability is recorded for nonvesting accumulating rights to receive sick pay benefits. Vested accumulated rights
to receive sick pay benefits would be reported rn the general long-term debt account goup since none of the

vested sick leave is expected to be liquidated with expendable available financial resources.

Lonq-term Debt - Long-term debt is recognized as a liability of a governmental fund when due, or when
resources have been accumulated in the debt service fund for payment early in the following year. For other
long-term obligations, only that porlion expected to be financed from expendable avaiiable financial resources

is reported as a fund liability of a govemmental fund. The remainrng portion of such obhgations rs reported rn
the General Long-term Debt Account Group.

Fund Balance - Fund balance represents the funds not encumbered by purchase order, legal contracts, and

outstanding wanants.

G. Revenue. Expenses and Expenditures

State Revenues - Revenues from state sources for cunent operations are primarrly governed by the state aid
fbmula under the provisions of Anicle XVIII, Title 70, Oklahoma Statutes. The State Board of Education
adminrsters the allocation of state aid funds to school distncts based on inforrnation accumulated from the

districts.

After review and verification of reporls and supporling 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 is made.

The Drstrict receives revenue from the State to administer cefiain categorical educational programs. State

Board of Education rules require that revenue earmarlted for these programs be expended only for the program
for which the money is provrded and require that the money not expended as of the close of the fiscal year be

canied 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.
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MULHALL-ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

Summary of Significant Accounting Policies (continued)

Revenue, Expenses and Expenditures (continued)

Interfund Transactions - Quasi-external 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.

A1l other interfund transactions, except quasi-extemal transactions and reimbursements, are reported as

transfers. Nonrecurnng or nonroutine pemanent transfers of equity are reported as residual equity transfers.
Al1 other interfund transfers are reported as operating transfers. There were no operating transfers or residual
eqr-rity transfers dunng fisca1 year 2013.

Use of Estimates - The preparation of financiai statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets

and habilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
repofied amounts of revenues and expenses during the reporling period. Accordingly, actual results could
differ from those estimates.

2. Cash and Investments

The District's investment policies are govemed by state statute. Permissible investments include direct
obligations of the United States Govemment and Agencies; cerlif,rcates of deposit of savings and loan
associations, and bank and trust companies; and savings accounts or savings cerlificates of savings and loan
associations, and trust companies. Collateral is required for demand deposits and cerlificates 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 Oklahoma Public School Liquid Investment Trust.

Deposits and Investments The District's cash deposits and investments at June 30, 2013, were completely
insured or collateralizedby federal deposit insurance, direct obligations of the U.S. Govemment, or securities

held by the Drstrict or by its agent in the District's name. The District's cash deposrts and investments at June

30, 2013 are classified in the following categories:
Uninsured by FDIC

Cash and cash equivalents
Investments

Total

Total
Deposits

$ 483,158.99
15.024.88

$ 49&t83-87

Insured
by FDIC

$ 297,012.86
15.024.88

L_ 312{lr,r4

$ 186,146.13
0.00

$ __136-146-t3 _ _0J0

Collateralized
bysecurities Uncollateralized

0.00
0.00

3. Interlund Receivables and Payables

There were no interfund receivables or payables at June 30,2073.

15



MULHALL-ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

General 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 Drstrict's voters. Bond issues have been approved by the voters and

issued br, ll-ie District lor varioLrs capital impror,'ements. These bonds are required to be fully paid serially

wrthrn 25 years fiom the date of issue. General long-term debt of the Distnct consists of bonds payable,

obligations for compensated absences, early retirement incentive and capital leases. Debt seruce requirements

lor bonds are payable solely lrom fund balance and future revenues ofthe debt servrce fund.

The ibllowrng rs a summary of the long-term debt transactions of the District for the year ended June 30, 2013:
Capital

Bonds Compensated Lease

Payable Absences Oblieation Totai

Balance, Iily I,2012
Additions
Retirements
Balance, June 30, 2013

$ 325,000.00
0.00

(135.000.00)

$__190J00=00

$ 16,626.40
0.00( o.oo)

s t6,626.40

0.00 s 34r,626.40
0.00 0.00
0.00 ( 135.000.00)

$ ______ ruo $ 2!6*62649

A brief description of the outstanding general obligation bond issues at June 30 , 2013 is set forth below:

Amount
Outstandins

lndependent School District I-003 Building Bonds,
Series 2009, original issue $345,000.00, interest

rates of 2. 15o/" to 2.90%. due in annual rnstallments

of $85,000.00, and a final palment of $90,000.00
Jttc M.rr I l0 ll

Independent School Distnct I-003 Combined Bonds,

Series 2010, original issue $150,000.00, interest
rates of 1.40% ro 1.90o/o, due in annual installments

of $50,000.00, and a fina1 payment of $50,000.00
due July 1,2014,

90.000"00

Total bonds outstanding

100.000.00

$ 190J00-00
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MULHALL-ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

General Long-term Debt (continued)

The annual debt service requirements for retirements of bond principal and palirnent of rnterest are as follows:

Year ending
June 30
20t4
2015
Total

140,000.00
50.000.00

$ L9qoQOxo

4,885.00
4'7 s.00

$,_-l,360-00

144,885.00
50,475.00

$ 195.360.00

Princrpal Interest Total

Interest expense on generai long-teim debt incurred during the current year totaled $6,662.50.

This District has entered into a lease agreement as lessee for financing the acquisition of a vehicle. The lease

agreement qualifies as a capital lease for accounting purposes since title transfers at the end of the lease term and

they have been recorded at the present value of the future minimum lease palments. The iease contains the clause

which gives the District the ability to terminate the lease agreement at the end of each fiscal year.

As drsclosed in Note 1 to the hnancial statements, the Distnct does not record fixed assets in the financial
statements. Consrstent with this, the Distnct has not recorded the leased equrpment as assets in the General Frxed

Assets Account Group. The Drstrict has recorded the liability for future lease payrnent in the General Long-Term
Debt Account Group.

Lessor: Oklahoma State Bank
Equipment: 2012 Chevrolet Malibu LS Sedan

Date of lease: August 8,2012
Terms of lease: 2 years

Total cost: 39,431 .11

Payment: 18,600.00 plus interest per year

Interest rate: 3.99%

Total annuai commitrnent of this lease obligation is as follows:
2013-14 20,087.96
2014-15 19.343.81

Total Minimum lease palments: $ 39,431.71

Less: Interest amount: (.2,231 .11\
Net lease obligations: $ 37200!0

5. Other Post Emplovment Benefits

The District does not offer any early retirement incentive pians.

6. Emplovee Retirement System

The Distlct parlicipates in the state-administered Okiahoma Teachers'Retirement System (the "System"),

which is a cost-sharing, multiple-employer public employee retirement system (PERS). Under the system,

contributions are made by the District, the State of Oklahoma, and the participating employees.
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MULHALL-ORLANDO SCHOOL DISTRTCT I-OO3

NOTES TO THE COMBINED FINAI\CIAL STATEMENTS
JUNE 30,2013

Employee Retirement System (continued)

Pafiicrpation is reqr,rired for all teachers and other certified employees and is optional for all other regular

employees of public educational institutions who work at least 20 hours per week. A participant's date of
membership is the date the first contribution is made to the System. The System is administered by a Board of
Trustees which acts as a fiduciary for investing the funds and goveming the administration of the System. The

District has no responsibrlity or authority for the operation and adminrstration of the System nor has it any

liability, except for the cunent contribution requirements.

A parlicipant with five years of creditable service may retire with a normal retirement allowance at the age of
sixty-two or with reduced benefits as early as age fifty-five. The normal retirement allowance paid monthly for
life and then to beneficiaries, if certain options are exercised, equals two percent or the average of the highest

earning years on contributory ser vice multiplied by the number of years credited service. A parlicipant leaving

employment before attaining retirement age, but compieting ten years of sewice, may elect to vest his

accumulated contributions and defer receipt of a retirement annuity until a later date.

When a partrcrpant dres rn actrve scrvice and has completed ten years of credrted service, the beneliciary is

entrtied to a death benefit of $ 18,000.00 and the parlicipant's contrlbutions plus interest. If the beneficiary is a

surviving spouse, the surviving spouse may, in lieu of the death benefit, elect to teceive, subject to the

surviving spousal options, the participant's retirement benefits accrued at the time of death.

The contribution rates for the District, which are not actuarial detennined, and its employees are established by

statute and applied to the employee's earnings, plus employer-paid fringe benefits. The District is required by

statute to contribute 9.5 % of applicable compensation for the year ended June 3 0, 20 1 3 . The Distnct is allowed

by the Okiahoma Teacher's Retirement System to make the required contnbutions on behalf of the pafiicipating

members. The requtred contrtbution for parlicipattng membets is 1o/0.

New legislatron effective July 1, 2006 rncluded the following changes to the System, as follows:

1. It established the EESIP whereby active members are eligible for the EESIP if they have service pnor

to July l, 7995, are active on or after July 1, 2006, and are not employed by one of the

comprehensive or regional four-year universities. The EESIP allows for two years of service prior to

July 1, 1995 to be computed at an enhanced or eliminated cap for each year that the employee has

r,vorked beyond nonnal retirement age at the time of retirement. The $40,000 cap applicable to

service before July 1, 1995 is increased to $60,000 for the year ended June 30, 2007,to $80,000 for
the year ended Jr-rne 30,2008, and the cap rs removed beginning July 1,2008 for service that

qualifies for the enhancement provided by EESIP. The employee that elects the enhanced benefit

must pay the accumulations, al 10oA interest, of contributions that would have been required but for

the cap then in place. Paynent is required for those years of service that are computed at an elevated

or eliminated cap. For those members electing the enhanced benefit, the payrnent required is 50% of
the accumulated balance if the retirement occurs during the year ended June 30, 2001,75oh of the

accumulated balance ilretirement occurs during the year ended June 30,2008 and 100% of the

accumulated balance for members who retire on or after July i, 2008.

The employer contribution rate is 9.5o/o.
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MULHALL-ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

Employee Retirement System (continued)

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

June 30,20i3
June 30,2012
JLrne 30, 201 1

s 204,842.78
203,884.28
199.614.41

The pension benefit obligation is a standardized disclosure measure of the present value of pension benefits.
Thrs 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 ofprojected salary
rncreases. There are no actuarial valuations performed on indrvidual schooi drstricts. The Okiahoma
Teachers' Retirement System issues a publicly available financial report that includes financial statements and
required supplementary information for the System. The system issues an rndependent financial reporl,
financial statements, and required supplementary information that may be obtained by wnting to the Oklahoma
Teachers' Retirement System, P,O. Box 53624, Oklahoma City, OK 73152 or by calling 405-521-2387.

Ten year historical trend information is presented in the Teacher's Retirement System of Oklahoma Annual
Reporl lbr the year ended June 30,2012. This information is useful in assessing the pension plan's

accumulation of sufficient assets to pay pension benefits as they become due.

Schedule of Fundrng Progress (dollars in mrllions) (unar.rdrted)

Unfunded
Actuarial Actuarial Acluarial UAAL as %
Value of Accrued Accrued Annual ofCovered

Acruarial Assets(AVA) Liabiliry Liability Funder Covered Payroll
Valuation Date (a) (AALXb) OAALXb-a) Ratio(a/b) Palroll(c) (b-a)/(c)
June 30,2003 6,436.9 11,925.2 5,488.3 54.0% 3,045.7 180.2%
June 30. 2004 6,600.9 14,080.1 7 ,419.2 47 3% 3,030.7 244.8%
June 30, 2005 6,952.1 14,052.4 7,099.1 49.5% 3,175.2 223.6%
Jnrie 30, 2006 1,470.4 15,143 4 7,672.9 49.3% 3.354.9 228.7%
June 30, 2007 8,42L9 16,024.4 7,602.5 52.6% 3,598.9 211.2%
June 30,2008 9,256.8 18,346.9 9,090.1 50.5% 3,151.4 242"3%
June 30,2009 9,439.0 18,950.9 9,512.0 49"8% 3,807.9 249.8%
June 30, 2010 9,566.1 19,980.6 10,414.0 41.9% 3,854.8 270.0%
June 30, 2011 9,960.6 17,560.8 1,600.2 56.7% 3,773.3 201.4%
June 30,2012 10,190.5 18,588.0 8,391 .6 54.8% 3,924.8 214.0%

The employer contribution rates are estabhshed by the Oklahoma Legislature and are less than the
annual required contribution, which is performed to detemine the adequacy of such contribution rates.

7. Contingencies and Other Commitments

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies.

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 Distnct expects such amounts, if any, to be immaterial.

The Distnct has no multr-year operating lease agreements.
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MULHALL-ORLANDO SCHOOL DISTRICT I-OO3

NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30,2013

8. Risk Manasement

The District purchases commercial insurance policies covering property casualty loss, public liability, school

board member and administrator liability, and workers compensation. The District also purchases suretybonds

for employees in all positions required by state law to be bonded. Management believes such coverage is

suffrcient to preclude any significant uninsured iosses to the District.

The Drstrict is exposed to vanous risks of loss related to torts; theft of, damage to and destruction of assets; errors

and omtssions; rnjunes to employees; or acts of God. The District purchases commerciai insurance to cover these

risks, including general and auto liability, properly damage, and pubhc 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 parlicipates in a risk pool for Workers' Compensation coverage in r,vhich there is a transfer or
pooling of risks among the pafiicipants of that pool. In accordance with GASB No. i 0. the School reporls the

required contribution to the pool, net of refunds, as insttrance expense. The risk pooi is the Oklahoma School

Assurance group (OSAG), an organization formed for the purpose of provrding workers' compensation coverage to

panicipating schools in the State of Oklahoma. In that capacity, OSAG is responsibie for providing loss control

services and cefiain fiscal activities, including obtarning contract alrangements for the underwriting, excess

insurance agreements, claims processing, and 1egal defense for any and all claims submitted to them dunng the plan

year. As a member of OSAG, the District is required to pay fees set by OSAG according to an established paynent
schedule. A porlion of the fees paid by the District goes into a ioss 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 retumed to them with no interest.

The District rs also a member of the Oklahoma Public Schools Unemplol'rnent Compensation Program. In this
program, the Distnct rs required to make a deposit based on past experience for potential unemplolment claims.

The funds for each District are kept separate. The money contributed by each District does not earn interest and is

fully insured. If the District has clarms in excess of the amount of their account. they would be liable for the

EXCCSS.

9. Accumulated Unpaid Vacation. and Sick Leave Benefits

The District provides srck leave benefits to the certrfied staff in accordance with Title 70, Arlicle 6-104, ofthe

Oklahorna Statutes, which provides for an annual accrual ofsick leave often days and personal business days

accrual of five days for certrhed and three days for non-cer1ified employees. Ten days are allowed to

accumulate up to a total of sixty days per employee. None of the benefits are payable upon retirement or death.

The accumulated vacation leave accrued for all staff at June 30, 2013 rs: S 1.600.00

The accumulated sick leave accrued for support personnel at June 30, 2013 is: $ 4,035.00

The accumulated sick leave accrued for certtfied personnel at June 30, 2013 is: 9,265.00
'Iotal accrued compensated absences: $,,i4JQ0.0Q

10. Subsequent Events

Subsequent events have been evaluated through October 14,2013, r,vhich is the date the financial statements

were available to be issued.

20



COMBINING FINANCIAL STATEMENTS - REGULATORY BASIS

21



MULHALL-ORLANDO SCHOOL DISTRICT I-OO3

COMBINING STATEMENT OF ASSETS, LIABILITIES AND CASH FUND BALANCES - REGULATORY BASIS
ALL SPECIAL REVENUE FUNDS

June 30,2013

ASSETS

Cash
lnvestments

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:
Outstanding warrants
Encumbrances

Total liabilities

Fund balances:
Reserved:
U n reserved/u ndesig nated.

Totalfund balances

Total liabilities and
fund balances

$ 63,680.17 $ 31,979.96 $ 95,660.13

Building
Fund

$ 63,680.17

$ 18,977 13

18,977.13

44,703.04

44,703.04

$ 63,680.17

chitd
Nutrition

Fund

$ 31,979.96

$ 3,491.90

3,49'1.90

28,488.06

28,488.06

$ 31,979.96

Total

$ 95,660.'13

$ 22,469 03

22,469.03

73,191.10

73,1 91.1 0

$ 95,660.13

The notes to the financial statements are an
22

integral part of this statement.



MULHALL-ORLANDO SCHOOL DISTRICT I.OO3

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

ALL SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED JUNE 30, 2013

Revenues collected:
District sources
lntermediate sources
State sources
Federal sources

Total revenues collected

Expenditures paid:

lnstruction
Support services
Non-i nstruction services
Capitaloutlay
Other outlays

Total expenditures paid

Excess of revenues collected over
(under) expenditures before
adjustments to prior year
encumbrances

Adjustments to prior year
encumbrances

Other financing sources (uses)
operating trnasfers in
operating transfers out

Total other financing
Sources (uses)

Excess (deficiency) of revenues
and other resources over
expendltures and other uses

Fund balances, beginning of year

Fund balances, end of year

Building
Fund

$ 71,961.47

3.03

71,964.50

ts,aa+._st

(3,71e.57)

48,422.61

$ 44,703.04

child
Nutrition

Fund

$ 45,500.1 8

7,429.35
71,689.35

124,618.88

1 19,633.02

9,000.00

(4,014.14)

32,502.20

$ 28,488.06

Total

$ 1 17,461 .65

7,432.38
71,689.35

_1_e6f93.38_

75,684.57
1 19,633.02

9,000.00

(7,733.71)

80,924.81

$ 73,'191.10

75,684.57 128,633.02 204,317.59

(3,720.07) (4,014.14) (7,734.21)

0.50 0.50

The notes to the financial statements are an integral part of this statement
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MULHALL-ORLANDO SCHOOL DISTRICT I.OO3

STATEMENT OF ASSETS, LIABILITIES AND FUND EQUITY -REGULATORY BASIS
FIDUCIARY FUNDS

June 30,2013

ASSETS
Cash
lnvestments
Due from other funds

Totalassets

LIABILITIES AND FUND EQUITY

Liabilities:
Due to student, parent and booster

activities
Due to administrative activities

Total liabilities

Fund equity:
Reserved
U nreserved/undesignated

Totalfund equity

Total liabilities and fund equity

Agency Funds
(Activity Fund)

$ 63,457.52
15,024.88

78,482.40

63,829.35

14,653.05

78,482.40

78.482.40

The notes to the financial statements are an
25

integral part of this statement.



MULHALL-ORLANDO SCHOOL DISTRIGT I-OO3

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES - REGULATORY BASIS
FIDUCIARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2013

Aqencv Funds
Balance

July 1,2012

$ 59,366.06

Additions Deletions
Balance

June 30, 2013

$ 166,261.32 $ 161 ,798.03 $ 63,829.35
ACTIVITIES

Student activities

Totalactivities

ADMINISTRATIVE
Adminrstration
Miscellaneous fund
Library fund
Disaster fund
Kid Zone clearing account
Athletic boosters
Livestock boosters
Evans scholarship
M-O School Foundation
Baseball renovation

Total administrative

TOTAL - ALL AGENCY FUNDS

ASSETS
Cash - allfunds
lnvestments

Totalassets

LIABILITIES

Due to activities
and administrative

Total liabilities

59,366.06 166,261.32 '161 ,798.03 63,829.35

182.85
1,071.50

220.14
141,31

122.10
10,434.19

1,463.0'1

427.41
1,772.45

3,876.50

st,zgr.so
1,500.00

27 ,811.63
17,765.15

398.00
1,766.78

25.82
3,876.50

57,754.23
1,000.00

27,331.85
11,773.51

182.85
1 ,100.91

225.81
115.49

122.10
4,471.46

500.00
1,942.79
5,99'1.64

13,635.10 104,944.64 103,926.69 14,653.05

$ 73,001.16 $ 271,205.96 $ 265,724.72 $ 78,482.40

$ 58,073.61
14,927.55

$ 271,108.63
97.33

$ 265,724._72 $ 63,457.52
15,024.88

$ 73,001 .16 $ 271,205.96 $ 265.724.72 78.482.40

$ 73,001 .16 $ 271,205.96 $ 265,724.72 $ 78,482.40

$ 73,001.16

The notes to the financial statements are an
26

$ 271,205.96 $ 265,724.72 $ 78,482.40

integral part of this statement.



Member of the American Institute

of Certified Public Accountants

Member of the Ohlahoma Society

of Certi.f.ed Public Accountants

Steven F. Cundiff
Certified Public Accountant, Inc.

205 Vest Seventh, Suite 201-A, P.O. Box 187

Stillwater, Oklahoma 7407 6
(405) 372-4822 FAX (405) 372-4828

T ON INTERNAL C ROL OVE

eN ltrlrr on contgrxnl nlxaxctll sTAtoN'InNrs pnRnoRNIBn

tx tccoF{n tx cs w trIJ c o vn nx L4 n tv r I u o t r t x c s rI x o Inn s

The Honorable Board of Education

Mulhall-Orlando School District No. I-003

NlLrlhail-Orlando. Logan County, Oklahoma

we have audited. in accordance r,vith auditing standards generally accepted in the United States of America and

the standards applicabie to financral audits contained in Government Auditing Stanclards, issued by the

Comptroller General of the llnitecl States. the accompanying fund type and account group financial statements-

regularory basrs ol Mulhall-orlando School Distnct No. I-003, oklahoma as listed in the Table olContents, as

ol and fbi the year ended June 30, 20 13, and the related notes to the financial statements, and have issued our

report thereon dated October 14, 2013, r,vhich was adverse with respect to the presentation of the financial

statements in conlormity with accounting principles generally accepted in the United States because the

presentation followed the regulatory basis of accountrng for oklahoma school distncts and did not conform to

th. pr.r.n,ution requrrements of the Governmental Accounting Standards Board. However, our repofi was

.1urii6..l for the onission of genelal fixed asset account groups with respect to the presentation of financial

statements on the regulatory basis of accounting authorized by the Okiahoma State Board of Education'

Internal Control Over Financial Reporting

I' planling and performing our audtt of the financlal statements, we considered Mulhall-Orlando School

District No. I-003's rnternal control over f rnancial reporling (internal control) to determine the audit procedures

that are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,

but not fbr the pulpose of expressing an opinion on the effectiveness of Mulhall-orlando School DrstnctNo' I-

003,s intemal conrrol. Accoidingly, we do not express an opinion on the effectiveness of the Mulha11-orlando

School District No. I-003's intemal control'

A tleJiciertclt in itierutal control exists when the design or operation of a control does not allow management or

"*pioy..r, 
in the normal course of performing their assigned functions, to prevent or detect and corect

misstatements on a trmely basis. A material vveakness is a deficiency, or combination of deficiencies, in

intc'ral corrrol sLrch that ihcre rs a reasonable possibrlrty that a materiai misstatement of the entity's financial

staten-ienrs wrll not be prevented, or detected and corrected on a ttmely basis. A signiJicant deJicienqt ts a

deficiency, or a combination of deficiencies, in intemal control that is less severe than a material weakness, yet

imporlant enough to merit attention by those charged with govemance'

Our conside ration ot-the intemal control was for the limited purpose described in the first paragraph of this

section and was not designed to identify all deficiencies in intemal control that might be material weaknesses

or srgnificant deficiencies. Given these limitations during our audit, we did not identify any deficiencies in

rntemal control that we consider to be material weaknesses. However, matenal weaknesses may exist that have

not bcen identified.
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Compliance and Other Matters

As parl of obtaining reasonable assllrance about whether Mulhall-Orlando School DistrictNo. I-003's financial
statements are free of material misstatement, we performed tests of its comphance with ceflain provisions of
laws, regulations, contracts, and grant agreements, noncompliance wrth which could have a drrect and matenal
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an ob;ective 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

reporled under G ov ern m en t Au di t in g S t an d a r d s .

Purpose of this Report

The purpose of this repofi is solely to describe the scope of our testing of internal control and comphance and

the results of that testing, and not to provide an opinion on the effectiveness of the entity's control or on

compliance. This reporl is an integral parl of an audit performed in accordance with Government Auditing
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

October 14,2013

Steven F Cundiff. CPA Inc
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MULHALL ORLANDO SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OKLAHOMA STATE DEPARTMENT OF EDUCATION

FOR THE YEAR ENDED JUNE 30,2013

SECTION I - SUMMARY OF AUDITOR'S RESULTS

FINANCI,A.L STATEMENTS

Type of auditor's report issued:

With lespect to conformiry with Adverse

Generally Accepted Accounting Principles
With respect to the use of Regulatory basis of accounting and Qualified - due to omission

the omission ofthe general fixed asset group ofthegeneralfixedassetgroup

Internal control over financial reporting:
Material weakness(es) identified? No
Reporlable condition(s) identified

not considered to be material weaknesses? None repofied

Noncompliance material to financial statements noted? No

SECTION II - FINANCIAL STATEMENT FINDINGS
No matters were reporled.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No malters were reported.
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MULHALL.ORLANDO SCHOOL DISTRICT NO. I-OO3

Schedule of Statutory, Fidelity, and Honesty Bonds
Oklahoma State Department of Eclucation

For the Year Ending June 30, 2013

Position Bonded By Policy Number Term Amount

Treasurer Ohio Casualty Co. 3421139 '/-01-1217-01-13 $ 150,000.00

Encumbrance clerk ohio casualty co. 3317103 7-01-1217-01-13 100,000.00

Superintendenr ohio casualty co. 3317103 l-01-1217-01-13 100,000.00

Activity Fund
Custodian Ohio Casualty Co. 3311103 7-01-1211-01-13 5,000.00

Mrnutes Clerk Ohio Casualty Co. 3317103 7-01-1211-01-13 5,000.00
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