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ALAN CHAPMAN Certified Public Accountant

401 South Water • Tahlequah, Oklahoma 74464 • (918) 456-9991 • Fax (918) 456-9242 • chap@intellex.com

TNnRPKNDENT AUDITOR^S REPORT

The Honorable Board of Education
Lowrey School District COlO
Tahlequah, Cherokee County, Oklahoma

I have audited the accompanying combined financial statements - regulatory basis - of Lowrey
School District No. CO10, Cherokee County, Oklahoma as listed in the table of contents, as
combined financial statements, asofand for the year ended June 30, 2014.

Managements Responsibilitv for the Financial Staements
Management ifresponsible for the preparation and fair presentation ofthese financial statements in
accordance with the financial reporting regulations prescribed or permitted by the Oklahoma State
Department of Education as described in Note 1, to meet the requirements of the Oklahoma State
Department of Education. Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud orerror.

Auditor's Responsibilitv j j- t
My responsibility is to express an opinion on these financial statements based on my audit,
conducted my audit in accordance with auditing standards generally accepted in the United States
ofAmerica and Government Auditing Standards, issued by the Comptroller General ofthe United
States. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit includes performing procedures to obtain evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgement, including the
assessment ofthe risk ofmaterial misstatement ofthe financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation ofthe financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness ofthe entity's internal control. Accordingly, Iexpress no reasonableness ofsignificant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

Ibelieve that the audit evidence Ihave obtained is sufficient and appropriate to provide abasis for
myadverse and qualified opinions.
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Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles
As discussed in Note 1, these combined financial statements are prepared on a regulatory basisof
accounting conforming with the accounting practices prescribed by the Oklahoma Department of
Education and budget laws of theState ofOklahoma which isa comprehensive basis ofaccounting
other them accounting principles generally accepted intheUnited States of America. The effect on
thefinancial statement resulting from theuseoftheirregulatory basisofaccounting andpresentation
ascompared to accounting principles generally accepted inthe United States of America although
not reasonably determined, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles
Inmy opinion, because ofthe significance ofthe matter discussed inthe Basis for Adverse Opinion
onU.S. Generally Accepted Accounting Principles paragraphs, the financial statements referred to
above do not present fairly, in accordance with accounting principles generally accepted in the
United States of America, the financial position of Lowrey School District No. CO10, Cherokee
County, Oklahoma, asofJune30,2014,or therevenues, expenses, andchanges in netposition and,
whereapplicable, cash flows thereof for the year then ended.

Opinion on Regulatory Basis of Accounting
The financial statements referred to above do not include the general fixed asset account group,
which should be included in order to conform with accounting and financial reporting regulations
prescribed orpermitted bytheOklahoma State Department of Education. The amount thatshould
be recorded in the general fixed asset account group is not known.

However, in my opinion, except for the effects of the omission of the general fixed assets account
group, the combined financial statements referred to in the first paragraph present fairly, in all
material respects, the assets, liabilities and fund balances - regulatory basis of the Lowrey School
District COS5, Cherokee County, Oklahoma, as of June 30, 2014, and the revenues collected and
expenditures paid and encumbered, of each fimd type, for theyear then ended, in accordance with
the regulatorybasis of accounting described in Note 1.

Other Reporting Required bv Government Auditing Standards
In accordance with Government AuditingStandards, I have also issuedmy reporteddatedApril 13,
2015, onmyconsideration oftheLowrey School District No.CO10, Cherokee County, Oklahoma's
intemal control over financial reporting and my tests of its compliance with certain provisionsof
laws, regulations, contracts andgrants agreements and other matters. Thepurpose of thatreport is
to describe the scope of mytesting of intemal control overfinancial reporting and compliance and
the results of that testing, and not to provide an opinion on the intemal control over financial
reporting oroncompliance. Thatreport is anintegral partofanaudit performed in accordance with
Government Auditing Standards^ and shouldbe considered in assessing the results of my audit.

Other Matters

Myaudit was conductedfor the purposeof forming an opinion on the fimdtype and accountgroup
with the combined financial statements. The combining fimd statements and schedules and other
schedulesas listed in the Table ofContents are presented for purposes ofadditional analysis and are
not a required part of the combined financial statements of the Lowrey School District CO10.
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Such information hasbeensubjected to theauditing procedures applied in theauditof thefund type
and account group financial statements within the combined financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used in accordance with auditing standards generally
accepted in the United States of America. Inmy opinion, the other supplementary information is
fairly stated inallmaterial respects inrelation tothecombined financial statements taken asawhole
on the regulatory basis of accounting described in Note 1.

April 13, 2015

Alan Chapman, CPA
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COMBINED FINANCIAL STATEMENTS
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LOWREV SCHOOL DISTRICT NO. CO 10

COMBINED STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
REGULATORY BASIS - ALL FUND TYPES AND ACCOUNT GROUPS

JUNE 30,2014

ASSETS

Cash and Investments

Amount Available in Debt Service Fund

Amount to be Provided for Retirement of

General Long-Term Debt
Amount to be Provided for Capitalized

Lease Agreements

Total Assets

LABILITIES AND FUND BALANCES

Liabilities:

Warrants Payable
Due to Others

GeneralObligationBonds Payable
Capitalized LeaseObligations Payable

Total Liabilities

Fund Balances:

Designatedfor Debt Service
Undesignated

Total Fund Balances

Total Liabilities and Fund Balances

General

Governmental Fund Types

Special
Revenue

Debt

Service

$ 332,700.01 $ 142,866.75 $ 4,659.73

$ 332.700.01 $ 142,866.75 $ 4.659.73

$ 50,688.06 $

50,688.06

282.011.95 142.866.75

282,011.95 142,866.75

4,659.73

4,659.73

$ 332,700.01 $ 142.866.75 $ 4,659.73

Fiduciary Fund Types

Trust and

Agency

$ 10,895.10

$ 10,895.10

10,895.10

10,895.10

$ 10,895.10

Account Group

General Long-
Term Debt

The accompanying notes and auditor's report are an integral part of these financial statements.
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Total (Memorandum Only

Note 1)

2014

$ 491,121.59

$ 491,121.59

$ 50,688.06

10,895.10

61.583.16

4,659.73

424,878.70

429,538.43

$ 491,121.59



LOWREY SCHOOL DISTRICT NO. COlO

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

ALL GOVERNiMENTAL FUND TYPES

JUNE 30, 2014

REVENUES;

Local Sources

Intermediate Sources

State Sources

Federal Sources

Total Revenues Collected

EXPENDITURES:

Instruction

Support Services
Non-Instructional Services

Capital Outlay
Other Outlays
Debt Service:

Principal Retirement
Interest and Fiscal Agent Charges

Total Expenditures

Excess of Revenues Over (Under) Expenditures

Adjustments to Prior Year Encumbrances

Excess of Revenues and Other Sources Over (Under)
Expenditures and Other Uses

Beginning Fund Balances

Ending Fund Balances

Governmental Fund Types

General

22,688.62

165,334.62

847,733.01

221,552.08

1,257,308.33

794,231.11

503,637.36

93,386.18

1,391,254.65

(133,946.32)

(133,946.32)

415,958.27

Special
Revenue

858.82

21,194.91

0.75

22,054.48

22,054.48

22,054.48

120,812.27

Debt

Service

4,659.73

$ 282,011.95 $ 142,866.75 $ 4,659.73

Total (Memorandum Only

Note I)
2014

$ 23,547.44

186,529.53

847,733.76

221,552.08

1,279,362.81

794,231.11

503,637.36

93,386.18

1,391,254.65

(111,891.84)

(111,891.84)

541,430.27

$ 429,538.43

Theaccompanying notes andauditor's report arean integral partof these financial statements.
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LOWREY SCHOOL DISTRICT NO. COlO

COMBINED STATEMENT OF REVENUES COLLECTED, EXPENDITURES PAID,
ANDCHANGES IN FUND BALANCES - BUDGET AND ACTUAL - REGULATORY BASIS

BUDGETED GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED JUNE 30,2014

REVENUES COLLECTED:

Local sources

Intermediate sources

State sources

Federal sources

Total revenues collected

EXPENDITURES PAID;

Instruction

Support services
Non-instructional services

Capital outlays
Other outlays

Total expenditures paid

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

Adjustmentsto prior year encumbrances

Excess(deficiency) of revenues and other
resourcesover expenditures and other
financing sources (uses)

Fund balance, beginning ofyear

Fund balance, end of year

Special Revenue Funds
General Fund (Building Only)

Original Budget Final Budget Actual Original Budget Final Budget Actual

$ 1,163.03 $ 1,163.03 $ 22,688.62 $ $ - $ 858.82

152,082.19 152,082.19 165,334.62 19,559.36 19,559.36 21,194.91

812,101.02 812,101.02 847,733.01 -
- 0.75

113,854.69 113,854.69 221,552.08 - - -

1,079,200.93 1,079,200.93 1,257,308.33 19,559.36 19,559.36 22,054.48

850,159.20 850,159.20 794,231.11 -

545,000.00 545,000.00 503,637.36 140,371.63 140,371.63 -

100,000.00 100,000.00 93,386.18
- - -

1,495,159.20 1.495,159.20 1,391,254.65 140,371.63 140,371.63

(415,958.27) (415,958.27) (133,946.32) (120,812.27) (120,812.27) 22,054.48

(415,958.27) (415,958.27) (133,946.32) (120,812.27) (120,812.27) 22,054.48

415,958.27 415,958.27 415,958.27 120,812.27 120,812.27 120,812.27

$ $ $ 282,011.95 $ $ - $; 142,866.75

;companying notesand auditor's reportare an integral part of these financial statements.
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LOWREY SCHOOL DISTRICT NO. COlO

COMBINED STATEMENT OF REVENUES COLLECTED, EXPENDITURES PAH),
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL - REGULATORY BASIS

BUDGETED GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED JUNE 30,2014

Debt Service

Original Budget Final Budget Actual

REVENUES COLLECTED;

Local sources $ - $ - $
Intermediate sources

State sources

Federal sources l_ :

Total revenues collected

EXPENDITURES PAID;

Prlclpal Retirement
Interest and Fiscal Agent Charges

Total expenditures paid

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

Adjustments to prior year encumbrances

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

Fund balance, beginning ofyear 4,659.73 4,659.73 4,659.73
Fund balance, endofyear $ 4,659.73 $ 4,659.73 $ 4,659.73

The accompanying notes and auditor's report arean integral part of these financial statements.
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LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Thefinancial statements oftheLowrey School DistrictNo.COlO (the"District") havebeenprepared
ona regulatory basis of accounting which isanother comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America, 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 accounting policies are prescribed by the Oklahoma Department of Education and
conform to the system of accounting authorized by the State of Oklahoma. The following is a
summary of the more significant accounting policies.

A. REPORTING ENTITY

TheDistrict isa corporate bodyforpublicpurposes created underTitle70oftheOklahoma Statutes,
and accordingly, isa separate entity for operating and financial reporting purposes. The District is
part of the public school system of Oklahoma under the general direction and control of the State
Board of Education, and is financially dependent on State of Oklahoma support. The general
operating authority for thepublic school system isthe Oklahoma School Code contained inTitle 70,
Oklahoma Statutes.

The governing body ofthe District is the Board ofEducation composed ofelected members. The
appointed superintendent is the executive officer of the District.

In evaluating how to define the District for financial reporting purposes, management has considered
all potential component units. The decision to include a potential component unit inthe reporting
entity was made by applying the criteria established by the Governmental Accounting Standards
Board (GASB). The basic-but not the only-criterion for including a potential component unit
within the reporting entity isthe governing body's ability toexercise oversight responsibility. The
most significant manifestation ofthis ability isfinancial interdependency. Other manifestations of
the ability to exercise oversight responsibility included, but are not limited to, the selection of
governing authority, the designation ofmanagement, the ability to significantly influence operation,
and accountability for fiscal matters. A second criterion used in evaluating potential component
units is the scope ofpublic service. Application ofthis criterion involves considering whether the
activity benefits the District and/or its citizens, or whether the activity is conducted within the
geographic boundaries ofthe District and is generally available to its patrons. Athird criterion used
to evaluate potential component units for inclusion or exclusion from the reporting entity is the
existence of special financing relationships, regardless of whether the District is able to exercise
oversight responsibilities. Based upon the application of these criteria, there are no potential
component units included in the District's reporting entity.

The Board of School Trustees (Board), an elected three member group constituting an on-going
entity, isthe level ofgovernment which has governance responsibilities over all activities related to
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LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued!

A. REPORTING ENTITY (continued)

public school education within the jurisdiction of the local dependent school district. The Board
receives funding from local, state, and federal government sources and must comply with the
requirements of these funding source entities. However, the Board is not included in any other
governmental "reporting entity" as defined in Section 2100, Codification of Governmental
Accounting andFinancial Reporting Standards, since board members areelected bythepublic and
have decision making authority, the power to designate management, the responsibility to
significantly influence operations, and primary accountability for fiscal matters.

B. FUND ACCOUNTING

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

A fund is a separateaccountingentity with a self-balancing set of accounts. An accountgroup,on
theother hand, is a financial reporting device designed to provide accountability forcertain assets
and liabilities that are not recorded in the funds becausethey do not directlyaffect net expendable
available financial resources.

Funds areclassified intothreecategories: governmental, proprietary, andfiduciary. Eachcategory,
in turn, is divided into separate "fund types."

Governmental Fund Types
Governmental funds are used to account for all or most of a government's general activities,
including the collection and disbursement of earmarked monies (Special Revenue Funds), the
acquisition or construction of general fixed assets (Capital Projects Funds), and the servicing of
general long-term debt (Debt Service Funds).

General Fund - The General Fund is used to account for all financial transactions except those
required tobeaccounted for inanother fund. Major revenue sources include state and local property
taxes and state funding under the Foundation and IncentiveAid Program.

Expenditures include all costs associated with the daily operations of the schools except for
programs funded for building repairs and maintenance, school construction and debt service on
bonds, andotherlong-term debt. TheGeneral Fund includes federal andstaterestricted monies that
must be expended for specific programs.
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LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30,2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued^

SpecialRevenue Funds - The Special Revenue Fund is the District's Building Fund which consists
of monies derived from property taxes levied for the purpose of erecting, remodeling, or repairing
buildings and for purchasing fiimiture and equipment.

Debt Service Fund - The Debt Service Fund is the District's Sinking fund used to account for the
accumulation of financialresourcesfor the paymentofgenerallong-termdebtprincipal, interest,and
related costs. The primary revenue sources are loc£il property taxes levied specifically for debt
service and interest earnings from temporary investments.

Capital Proiects Fund - The Capital Projects Fund is the District's Bond Fund 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 facilities, and acquiring transportation
equipment.

Proprietary Fund Types
Proprietary Fundsareusedto accountforactivitiessimilarto thosefoundin theprivatesector,where
the determination ofnet income is necessary or useful to sound financial administration. Goods or
services from such activities can be provided either to outside parties (Enterprise Funds) or to other
departments or agenciesprimarilywithin the District (Internal ServiceFunds). The Districtdoesnot
have any Proprietary Funds.

Fiduciary Fund Types

Fiduciary Funds are used to account for assets held on behalf of outside parties, including other
governments, or on behalf of other funds within the District. Whenthese assets are held under the
terms ofa formal trust agreement, either a nonexpendable trust fund or an expendable trust fund is
used. The terms "nonexpendable" and "expendable" refer to whetheror not the District is under an
obligation to maintainthe trust principal. Agency Fundsgenerally areusedto accountforassetsthat
the District holds on behalf of others as their agent, and do not involve measurement of results of
operations.

Agency Fund - The Agency Fund is the School Activities Fund which is used to account for monies
collectedprincipallythrough fund-raising effortsofthe 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
AccountGroupsare not funds, and consist of a self-balancing set ofaccounts used only to establish
accounting control over long-term debt and general fixed assets not accounted for in Proprietary
Funds.

-10-



LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30,2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Icontinuedl

General Lon^-Term DebtAccount Group - This account group was established to account for all
long-term debt ofthe District, which is offset by the amount available in the Debt Service Fund and
the amount to be provided in future years to complete retirement ofthe debt principal. It is also used
to account for liabilities for capital leases, compensated absences, and early retirement incentives
which are to be paid from funds provided in future years.

General FixedAssetAccount Group - This account group is used to account for property, plant, and
equipment ofthe School District. The District does not maintain a record ofits general fixed assets,
and accordingly, as statement of general fixed assets, required by accounting principles generally
accepted in the United states of America, is not included in the financial statements. Land,
buildings, nonstructural improvements, and all other physical assets in all funds are considered
expenditures in the year of acquisition, and are not recorded as assets for financial statement
purposes.

Memorandum Only - Total Column

The total column on the financial 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 accounting principles generally accepted in the United
States ofAmerica. Neither is such data comparable to a consolidation. Interfund eliminations have
not been made in the aggregation of this data.

C. BASIS OFACCOUNTING

The District prepares its financial statements in a presentation format that is prescribed by the
Oklahoma State Department of Education. This format is essentially the generally accepted form
ofpresentation used by state and local governments prior to the effective date of GASB Statement
No. 34, Basic Financial Statements - and Management'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 ofcash receipts and disbursements
modified as required by the regulations ofthe Oklahoma State Department ofEducation (OSDE) as
follows:

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

• Investments and inventories are recorded as assets when purchased.
• Capital assets in proprietary funds are recorded when acquired and depreciated over

their useful lives.

• Warrants payable are recorded as liabilities when issued.
• Long-term debt is recorded when incurred.
• Accrued compensated absences are recorded as an expenditure and liability when

the obligation is incurred.
-11-



LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30,2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued!

C. BASIS OFACCOUNTING (continued)

This regulatory basis of accounting differs from accounting principles generally accepted in the
United States ofAmerica, which require revenues to be recognized when they become available and
measurable,or when theyare earned, and expendituresorexpenses to be recognized when the related
liabilities are incurred for governmental fund types; and, when revenues are earned and liabilities
are incurred for proprietary fund types and trust funds.

D. BUDGETSAND BUDGETARYACCOUNTING - ESTIMATE OFNEEDS

The District is required by state law to prepare an annual budget. A preliminary budget must be
submittedto the Board ofEducation by December31, forthe fiscalyear beginning the followingJuly
1. Ifthepreliminary budgetrequires anadditional levy, theDistrictmustholdan electiononthefirst
Tuesday in Februaryto approve the levy. If the preliminarybudget does not require an
additional levy, it becomesthe legal budget. If an election is held and the taxes are approved, then
the preliminary budget becomes the legal budget. If voters reject the additional taxes, the District
must adopt a budget within the approved tax rate. A budget is leg£illy adopted by the Board of
Educationfor the General Fund and Special Revenue Funds (Building Fund) that includes revenues
and expenditures.

The 2013-2014Estimate ofNeeds was approvedbythe Boardand subsequently filed with the county
clerk. TheEstimateofneedswasapprovedbythe exciseboard,andthe requestedleviesweremade.

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 asexpenditures of the applicable fund—is utilized inall governmental funds of theDistrict.
Appropriations not used or encumbered lapse at the end of the year.

F. ASSETS. LIABILITIES. AND FUND EQUITY

Cash and Cash Equivalents - The Districtconsidersall cash on hand,demanddeposits,andhighly
liquidinvestments with an originalmaturityof three monthsor less when purchasedto be cash and
cash equivalents.

Investments - Investments consist ofbank certificates ofdeposit with maturities greater than three
monthswhen purchased. All investments are recorded at cost, which approximates marketvalue.
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LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued!

Inventories - The value ofconsumable inventories at June 30,2014, is not material to the financial
statements. Purchases for inventory items are consideredexpenditures at the time the items were
encumbered.

FixedAssets and property. Plant, and Equipment - The General Fixed Asset Account Group isnot
presented. The amount that should berecorded in the General Fixed Asset Account Group is not
known.

CompensatedAbsences - Vested oraccumulated vacation leave that is expected to be liquidated
with expendable available financial resources has not been reported as an expenditure or a fund
liability ofthe governmental fund that will pay itsince the combined financial statements have been
prepared on the regulatory basis of accounting. Vested accumulated rights to receive sick pay
benefits have not been reported inthe General Long-Term Debt Account Group since the combined
financial statements have beenprepared onthe regulatory basis ofaccounting. These practices differ
from accounting principles generally accepted in the United States of America.

In accordance with the provisions of Statement of Financial Accounting Standards No. 43,
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 have been
reported in the General Long-Term Account Group since none ofthe vested sick leave is expected
to be liquidated withexpendable available financial resources.

Lone-Term Debt - Long-Term Debt isrecognized as a liability ofgovernmental fund when due, or
when resources havebeenaccumulated intheDebtService Fundforpayment earlyin thefollowing
year. For other long-term obligations, only that portion expected to be financed from expendable
available financial resources isreported asa fund liability ofa governmental fund. The remaining
portion ofsuch obligations isreported in the General Long-Term Debt Account Group.

Fund Balance - Fund Balance represents the funds not encumbered by purchase order, legal
contracts, and outstanding warrants.

a, REVENUES. EXPENSES. AND EXPENDITURES

Property Tax Revenues -The District is authorized by state law to levy property taxes which consist
of ad valorem taxes on real and personal property within the District. The county assessor, upon
receipt ofthe certification oftax levies from the county excise board, extends the tax levies on the
roll for submission to the county treasurer prior to October 1. The county treasurer must commence
tax collection within fifteen days of receipt of the tax rolls. The first halfof taxes are due prior to
January 1. The secondhalf is due prior to April 1.
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LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30,2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued!

Property Tax Revenues (continued)
If the firstpaymentis not made timely,the entire tax becomesdueandpayableon January2. Second
half taxes become delinquent on April 1 ofthe year following the year ofassessment. If not paid by
the followingOctober 1, the property is offered for sale for the amount oftaxes due. The owner has
two years to redeem the property by paying the taxes and penalty owed. If at the end of two years
the owner has not done so, the purchaser is issued a deed to the property.

State Revenues - Revenues from state sources for current operationsare primarily governedby the
state aid formula under the provisions of Article XVlll, Title 70, Oklahoma Statutes. The State
Board of Education administers the allocation of state aid funds to school districts based on
information accumulated from the districts.

After review and verification of reports and supporting documentation, the State Department of
Education mayadjustsubsequent fiscal period allocations of money for prioryearerrors disclosed
byreview. Normally, suchadjustments are treated asreductions oradditions of revenue oftheyear
when the adjustment is made.

The District receives revenue from the State to administer certain categorical educational programs.
State Board of Education rulesrequire thatrevenue earmarked fortheseprograms beexpended only
for the program for which the money isprovided, and require that the money notexpended asofthe
close of the fiscal year be carried forward into the following year to be expended for the same
categorical programs. The State Department of education requires that categorical educational
program revenues be accounted for in the General Fund.

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 revenues,
expenditures, or expenses in the fund that is reimbursed.

All other interfund transactions, except quasi-external transactions andreimbursements, arereported
as transfers. Nonrecurring or non-routine permanent transfers of equity are reported as residual
equity transfers. All other interfund transfers are reported as operating transfers. There were no
operating transfers or residual equitytransfers duringfiscal year 2014.

Use ofEstimates -The preparation offinancial statements inconformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities anddisclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts ofrevenues and
expenses during thereporting period. Accordingly, actual results could differ from those estimates.

14-



LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2014

Risk Management - TheDistrict participates ina risk pool forworker's compensation coverage in
which there isa transfer or pooling of risks among theparticipants of thatpool. Inaccordance with
GASB No. 10,the District reports the required contribution to thepool,netof refunds, as insurance
expense.

NOTE 2: CASH AND INVESTMENTS

The District's investment policies are governed by state statute. Permissible investments include
direct obligations of the United States Government and Agencies, certificates ofdeposit ofsavings
and loan associations, and bank and trust companies, savings accounts or savings certificates of
savings and loan associations, and trust companies. Collateral isrequired for demand deposits and
certificates of deposit for all amounts not coveredby federal deposit insurance.

In accordance with state statutes, the District's investment policy:

Deposits and Investments - The District's cash deposits and investments at June 30,2014, were
completely insured orcollateralized by federal deposit insurance, direct obligations ofthe United
States Government, or securities held by the District or by its agent in the District's name.

Therefore, the District's cash deposits and investments at June 30, 2014, were not exposed to
Custodial CreditRisk, Investment CreditRisk, Investment Interest Rate Risk, or Concentration of
Investment Credit Risk.
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LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2014

NOTE 3; SUMMARY OF STATE AND FEDERAL GRANTS/CONTRACTS FUNDING

Expenditures

Revenue

Grant: Federal Grantor/Pass Project Grant Receivable

ReceiptsThrouiih Granior/Proiffain Title Code CFDA « Award At 7-1-13

U.S. DEPARTMENT OF EDUCATION

Direct Programs:
S 19,266.39Title Vll Indian Education 561 84.060 S 21,507.00

Title Vill ImpactAid 591 84.041 15,551.98
•

15,551.98

Title VllI ImpactAid Disability 592 84.041 - - •

Rural Education Achievement 588 84.358A 7,701.00
-

5,958.99

Pass-throuffh State Denartment ofEducation

REAP Cluster

Title 11 Part A 586 84.367 15,681.43 -
6,662.12

Total for Program(Cluster) 15,681.43
-

6,662.12

Title 1 Cluster

Title 1 511 84.010 41,816.86 8,548.49 36,426.41

Title I, Part A Supplemental School Improvement 515 84.010A 10,789.70 - -

Total for Program (Cluster) 52.606.56 8,548.49 36.426.41

SpecialEducationCluster
35,508.04IDEA- Part B FlowThrough 621 84.027 38,082.12 4,724.65

IDEA - Part B Preschool 641 84.173 1,078.63 -
1,078.63

Total for Program(Cluster) 39,160.75 4,724.65 36,586.67

Total U.S. Departmentof Education 152,208.72 13.273.14 120,452.56

U.S. DEPARTMENT OF AGRICULTURE
Pass-throueh State Denartment ofEducation

Child Nutrition Cluster

School BreakfastProgram- cash assistance 764 10.553 16,832.75
-

16,832.75

National School Lunch Program:
Cash assistance 763 10.555 45,748.55

-

45,748.55

Non-cash assistance: commodities 385 10.550 3.914.79
-

3.914.79

Total National School Lunch Program 49,663.34 -
49.663.34

Total for Program (Cluster) 95,411.89
-

66,496.09

OTHER FEDERAL ASSISTANCE
35,018.22Medicaid 698 93.778 35,018.22 -

Johnson O'Malley 563 15.130
-

3,500.00 3.500.00

Total Federal Grants and Assistance S 16,773.14 S 225,466.87

S 21,507.00

15,551.98

7,701.00
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15.681.43

15.681.43

41,816.86

9,819.11

51,635.97

38,082.12

1,078.63

39,160.75

151.238.13

16,832.75

45,748.55

3,914.79

49,663.34

66,496.09

35,018.22

S 252,752.44

Revenue

Receivable

At 6-30-14

S 2,240.61

1,742.01

9,019.31

9,019.31

13,938.94

13.938.94"

7,298.73

7,298.73"

34,239.60

S 34,239.60



LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30,2014

NOTE 4: INTERFUND RECEIVABLES AND PAYABLES

There were no interfund receivables or payables at June 30, 2014.

NOTE 5: GENERAL LONG-TERM DEBT

State statutesprohibit the District from becoming indebted in an amount exceeding the revenue to
be received for any fiscal year withoutapprovalby the District's voters. GeneralLong-Term Debt
of the District consists of capital leases and outstandinggeneral obligation bonds.

At June 30, 2014 the District has no General Long-Term Debt.

NOTE 6: OTHER POST EMPLOYMENT BENEFITS

The District does not offer any early retirement incentive plans.
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LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2014

NOTE 7: EMPLOYMENT RETIREMENT SYSTEM

The District participates in the state administered Oklahoma Teacher's 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 ofOklahoma, and the
participating employees.

Participation is required for all teachers and other certified employees, and is optional for all
other regular employees of public educational institutions who work at least 20hours per week.
Aparticipant's date ofmembership isthe date the first contribution ismade tothe System. The
System is administered by a Board ofTrustees which acts as a fiduciary for investing the funds
and goveming the administration ofthe System. The District has no responsibility orauthority
for the operation and administration ofthe System, nor has it any liability, except for the current
contribution requirements.

Aparticipant with five years ofcreditable service may retire with a normal retirement allowance
at the age ofsixty-two orwith reduced benefits asearly asage fifly-five. The normal retirement
allowance paid monthly for life and then to beneficiaries, ifcertain options are exercised, equals
two percent ofthe average ofthe highest earning years on contributory service multiplied by the
number ofyears credited service. Aparticipant leaving employment before attaining retirement
age, but completing ten years ofservice, may elect to vest his accumulated contributions and
defer receipt of a retirement annuity until a laterdate.

When a participant dies inactive service and has completed ten years ofcredited service, the
beneficiary isentitled to a death benefit of$18,000.00 and the participant's contributions plus
interest. Ifthe beneficiary is a surviving spouse, the surviving spouse may, in lieu of the death
benefit, elect to receive, subject to the surviving spousal options, theparticipant's retirement
benefits accrued at the time of death.

The contributionrates for the District, which are not actuarial determined, and its employees are
established by statute and applied to the employee's earnings, plus employer paid fringe benefits.
The District is required bystatute tocontribute 9.5% of applicable compensation for the year
ended June 30,2014. The District is allowed bythe Oklahoma Teacher'sRetirement System to
make the required contributions onbehalfof the participating members. The required
contribution for participating members is 7%.

The contributionrates for the District, which are not actuarial determined, and its employeesare
established by statute and applied to the employee's earnings, plus employer paid fringe benefits.
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LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2014

NOTE 7: EMPLOYMENT RETIREMENT SYSTEM (continuecD

The District is required by statuteto contribute 9,5% of applicable compensation for the year
ended June 30, 2014. The District is allowed by the Okl^oma Teacher's Retirement System to
make the required contributions on behalfof the participating members. The required
contribution for participating members is 7%.

The District's contributions to the System for the years ending June 30, 2014, 2013, and 2012
were $102,817, $92,498, and $79,870, respectively.

The pension benefit obligation is a standardized disclosure measure of the present value of
pension benefits. This pension valuation method reflects the present value ofestimated pension
benefits that will be paid in future years as a result ofemployee services performed to date, and is
adjusted for the effect of projected salary increases. There are no actuarial valuations performed
on individual school districts.

The Oklahoma Teacher Retirement System issues an independent financial report, financial
statements, and required supplementary information thatcanbe obtained in writing at the
Oklahoma Teacher'sRetirement System, P.O. Box 53524, Oklahoma City, OK 73152 or by
calling 405-521-2387.

Ten year historical trend information is presented in the Teacher's Retirement System of the
Oklahoma Annual Report for theyear ended June 30, 2013. This information is useful in
assessing the pension plan's accumulation of sufficient assets to pay pension benefits as they
become due.

Schedule of Funding Progress (dollars in millions! (unaudited!

Unfunded

Actuarial Actuarial Actuarial UAAL as %

Value of Accrued Accrued Annual of Covered

Actuarial Assets(AVA) Liability Liability Funder Covered Payroll

Valuation Date (a) fAALVbl CUAALVb-ai Ratiofa/bi PavrolkcJ fb-aVfci

June 30, 2003 6,436.9 11,925.2 5,488.3 54.0% 3,045.7 180.2%

June 30, 2004 6,660.9 14,080.1 7,419.2 47.3% 3,030.7 244.8%

June 30, 2005 6,952.7 14,052.4 7,099.7 49.5% 3,175.2 223.6%

June 30, 2006 7,470.4 15,143.4 7,672.9 49.3% 3,354.9 228.7%

June 30, 2007 8,421.9 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% 3,751.4 243.3%

June 30, 2009 9,439.0 18,950.9 9,512.0 49.8% 3,807.9 249.8%

June 30, 2010 9,566.7 19,980.6 10,414.0 47.9% 3,854.8 270.2%

June 30, 2011 9,960.6 17,560.8 7,600.2 56.7% 3,773.3 201.4%

June 30, 2012 10,190.5 18,588.0 8,397.6 54.8% 3,924.8 214.0%

June 30, 2013 10,861.1 18,973.2 8,112.1

-19-
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LOWREY SCHOOL DISTRICT NO. COlO

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30,2014

NOTE 8: 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 District expects such amoimts, if
any, to be immaterial.

NOTE 9: INSURANCE COVERAGE

The District purchases commercial insurance policies covering property casualty loss, public
liability, school board member and administrator liability, and worker's compensation. The
District also purchased the following surety bonds: Position Bond #18298150 with Western
Surety for: Lunch Custodian-$5,000; Activity Fund-$5,000; Superintendent-$100,000;
Encumbrance Clerk-$5,000; and Minutes Clerk-$5,000, dated 7-1-13/7-1-14. The Districts
Treasurer also has surety bond #69773654 in the amount of $100,000 with Western Surety.

NOTE 10: SUBSEQUENT EVENTS

Subsequent events have been evaluated throughApril 13,2015, which is the date the financial
statements were available to be issued.
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LOWREY SCHOOL DISTRICT NO. COlO

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

JUNE 30,2014

ASSETS

Cash and Investments

Total Assets

LIABILITIES AND FUND BALANCES

Liabilities:

Warrants Payable

Total Liabilities

Fund Balances;

Undesignated

Total Fund Balances

Total Liabilities and Fund Balances

Building
Fund

$ 142,866.75

$ 142,866.75

142,866.75

142,866.75

$ 142,866.75

Total

$ 142,866.75

$ 142,866.75

142,866.75

142,866.75

$ 142,866.75

The accompanying notes and auditor's report are an integral part of these financial statements.
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LOWREY SCHOOL DISTRICT NO. COlO

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

ALL SPECIAL REVENUE FUNDS

JUNE 30,2014

REVENUES;

Local Sources

Intermediate Sources

State Sources

Federal Sources

Total Revenues Collected

EXPENDITURES:

Instruction

Support Services
Non-Instructional Services

Capital Outlay
Other Outlays

Total Expenditures

Excess of Revenues Over (Under) Expenditures

Adjustments to Prior Year Encumbrances

Excess of Revenues and Other Sources Over (Under)
Expenditures and Other Uses

Beginning Fund Balances

Ending Fund Balances

Building
Fund

$ 858.82

21,194.91

0.75

22,054.48

22,054.48

22,054.48

120,812.27

$ 142,866.75

Total (Memorandum Only

Note 1)
2014

$ 858.82

21,194.91

0.75

22,054.48

22,054.48

22,054.48

120,812.27

$ 142,866.75

The accompanying notes and auditor's report are an integral part of these financial statements.
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LOWREY SCHOOL DISTRICT NO. COlO

COMBINING STATEMENT OF REVENUES COLLECTED, EXPENDITURES PAID,

AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

REGULATORY BASIS - SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 2014

REVENUES COLLECTED:

Local sources

Intermediate sources

State sources

Federal sources

Total revenues collected

EXPENDITURES PAID:

Instruction

Support services
Non-instructional services

Capital outlays
Other outlays

Total expenditures paid

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

Adjustments to prior year encumbrances

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

Fund balance, beginning of year

Fund balance, end ofyear

Special Revenue Funds

Building Fund

Original Budget Final Budget Actual

$ - S - S 858.82

19,559.36 19,559.36 21,194.91
0.75

19.559.36 19.559.36 22,054.48

140,371.63 140,371.63

140.371.63 140,371.63

(120.812.27) (120.812.27) 22.054.48

(120,812.27) (120,812.27) 22,054.48

120,812.27 120,812.27 120,812.27

^ ^ $ 142.866.75

The accompanying notes and auditor's report are an integral partof these financial statements.
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LOWREY SCHOOL DISTRICT NO. COlO

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES

REGULATORY BASIS - FIDUCIARY FUNDS

JUNE 30,2014

Agency
Fund

Activity Total
Fund 2014

ASSEIS

Cash and Investments $ 10,895.10 $ 10,895.10

Total Assets $ 10,895.10 $ 10,895.10

LIABILITIES AND FUND BALANCES

Liabilities:

Dueto Student Groups $ 10,895.10 $ 10,895.10
Total Liabiliticis $ 10,895.10 $ 10,895.10

Fund Balances:

Unreserved:

Undcsignatcd ^

Total Fund Balances

Total Liabilities and Fund Balances $ 10,895.10 $ 10,895.10

he accompanying notes and auditor's report are an integral part of these financial statements.
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LOWREY SCHOOL DISTRICT NO. COlO

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

JUNE 30,2014

ACTIMTIKS

Student Activities

Total - All Agency Funds

ASSETS

Cash

Total Assets

LIABimiES

Due to Student Groups

Total Liabilities

Agency Funds

Balance

July 1,2013 Additions

$ 8,829.78 $ 36,249.70

$ 8,829.78 $ 36,249.70

Deletions

$ 34,184.38

$ 34,184.38

Balance

June 30,2014

$ 10,895.10

$ 10,895.10

$ 8,829.78 $ 36,249.70 $ 34,184.38 $ 10,895.10
$ 8,829.78 $ 36,249.70 $ 34,184.38 $ 10,895.10

$ 8,829.78 $ 36,249.70 $ 34,184.38 $ 10,895.10

$ 8,829.78 $ 36.249.70 $ 34,184.38 $ 10,895.10

1 he accompanying notes and auditor's report are an integral part of these financial statements.
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ASSETS

Cash and InvestmenLs

Total Assets

I.IABIUTIES AND FtIND BALANCES

Liabilities;

Due to Others

Total Liabilities

Fund Balances:

Undesignated

Total Fund Balances

Total Liabilities and Fund Balances

LOVVREY SCHOOL DISTRICT NO. COlO

COMBINING STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
FIDUCIARY FUND - SUB-ACCOUNTS OF AGENCY FUND

JUNE 30, 2014

Gcncral/Gym ChildNutrition 8thGrade Yearbook 4.H

Fund

Total

2014

s 8,449.51 S s s 1,704.95 S 740.64 S 10,895.10

s 8.449.51 S s s 1,704.95 S 740.64 s 10,895.10

s 8,449.51 s s s 1,704.95 s 740.64 s 10,895.10

s 8,449.51 s s s 1,704.95 s 740.64 s 10,895.10

s s s s s s

s s s s - s - s -

s 8,449.51 s s s 1,704.95 s 740.64 s 10,895.10

The accompanying notes and auditor's report are an integral part of these financial statements.

-27-



LOWREY SCHOOL DISTRICT NO. COlO

SCHEDULE OF FEDERAL AWARDS EXPENSED

FOR THE YEAR ENDED JUNE 30,2014

Grant: Federal Grantor/Pass

Through Grantor/Pfoarain Title

U.S. DEPARTMENT OF EDUCATION
Direct Proarams: - Note 1

Title VII Indian Education

Title VIII Impact Aid
Title VIII ImpactAid Disability
Rural Education Achievement

Pass-throueh State Denartment ofEducation - Note 1

REAP Cluster

Title II Part A

Total for Program(Cluster)
Title I Cluster

Title I

Title I

Total for Program (Cluster)
SpecialEducationCluster

IDEA - Part B Flow Through
IDEA - Part B Preschool

Total for Program(Cluster)

TotalU.S.Department of Education

U.S. DEPARTMENT OF AGRICULTURE
Pass-thrauph Stale Denartment ofEducation

Child Nutrition Cluster

School Breakfast Program• cash assistance
National School Lunch Program:

Cash assistance

Non-cash assistance: commodities

Total National School Lunch Program
Total for Program(Cluster)

OTHER FEDERAL PROGRAMS

Medicaid

Johnson O'.Malley

TOTAL FEDERAL ASSISTANCE

CFDA Project Approved Balance at Balance at

Number Number Amount June 30.2013 Receipts Expenditures June 30. 2014

84.060 561 S 21,507.00 S S 19,266.39 S 21,507.00 S 2,240.61

84.041 591 28,203.98 -
15,551.98 15,551.98

-

84.041 592 • - - - -

84.3S8A 588 7,701.00

•

5,958.99 7,701.00 1,742.01

84.367 586 15.681.43 6.662.12 15.681.43 9,019.31

15.681.43 _ 6.662.12 15.681.43 9.019.31

84.010 511 41,816.86 8.548.49 36,426.41 41,816.86 13,938.94

84.010 511 10.789.70 - - 9.819.11 9,819.11

52.606.56 8.548.49 36.426.41 51.635.97 23.758.05

84.027 621 38,082.12 4.724.65 35,508.04 38,082.12 7,298.73

84.173 641 1.078.63 - 1.078.63 1.078.63 -

39.160.75 4.724.65 36.586.67 39.160.75 7.298.73

152.208.72 13,273-14 120.452.56 151.238.13 34.239.60

I0.5S3 764 16,832.75 16,832.75 16,832.75

10.555 763 45,748.55 . 45,748.55 45,748 55 -

10.550 385 3.914.79 - 3.914.79 3.914.79 -

49.663.34 - 49.663.34 49.663.34 -

95,411.89
-

66.496.09 66,496.09
•

93.778 698 35,018.22 . 35.018.22 35,018.22 .

15.130 563 . 3,500.00 3.500.00 - -

S 282.638.83 S 16.773.14 S 225.466.87 S 252.752.44 S 34.239.60

Note1- Fundswerecspcndedandproperly repottedinpriortears.
Note 2 - Commodities received were ofa nonmonetary nature andtherefore thetotal revenue docs notagree with thefinancial statements bytheamount.
Note 3- Basis ofAccounting: ispresented onanother comprehensive basis ofaccounting conforming with accounting practices prescribed orpermitted bythe Oklahoma

StateDepartment of Education.
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ALAN CHAPMAN Certified Public Accountant

401 South Water • Tahlequah, Oklahoma 74464 • (918) 456-9991 • Fax (918) 456-9242 • chap@intellexxom

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

COMBINED FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENTAUDITING STANDARDS

The Honorable Board of Education

Lowrey School District No. COlO
Cherokee County, Oklahoma

I have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued bytheComptroller General of theUnited States, theaccompanying fund type and
account group financial statements regulatory basis ofLowrey School District No.CO10, Oklahoma
as listed in the Table of Contents, as ofand for the year ended June 30, 2014, and the related notes
to the financial statements, and have issued my report thereon dated April 13, 2015, which was
adverse withrespect to thepresentation of thefinancial statements inconformity withtheregulatory
basis of accounting for Oklahoma school districts and did not conform to the presentation
requirements oftheGovernmental Accounting Standards Board. However, my report was qualified
for the omission of general fixed assetaccount groups with respect to the presentation of financial
statements on the regulatory basis of accounting authorized by the Oklahoma State Board of
Education.

Internal Control Over Financial Reporting
Inplanning and performing my audit ofthefinancial statements, Iconsidered Lowrey School District
No. COlO's internal control over financial reporting to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing my opinion on the financial
statements, butnotfor thepurpose of expressing an opinion ontheeffectiveness of Lowrey School
DistrictNo. COlO's internal control. Accordingly, I do not express an opinion on the effectiveness
of the Lowrey School District No. COlO's internal control.

A deficiency in internalcontrolexists when the design or operation of a control overcompliance
does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement
of a federal program on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material misstatement of the entity's financial statement will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
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My considerationof internal control over financial reportingwas for the limited purpose described
in the firstparagraphofthis sectionandwouldnot necessarily identifyall deficiencies in the internal
control that might be significant deficienciesor materialweaknesses. Given these limitations during
my audit, I did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether Lowrey School District No. COlO's
financial statements are free of misstatement, I performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance withwhich could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of my audit and,
accordingly, I do not express such an opinion. The results of my tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

The purpose of this report is solely to describe the scope of my testing of internal control and
compliance and theresults ofthat testing, and nottoprovide anopinion onthe effectiveness ofthe
entity's control or compliance. This report is an integral partof an audit performed in accordance
with Government Auditing Standards in considering the entity's internal control andcompliance.
Accordingly, this communication is not suitable for any other purpose.

April 13, 2015

Alan Chapman, CPA
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LOWREY SCHOOL DISTRICT NO. COlO

STATEMENT OF PRIOR YEAR FINDINGS
JUNE 30,2014

PRIOR YEAR FINDINGS:

There were no prior year findings.
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LOWREY SCHOOL DISTRICT NO. COlO

SCHEDULE OF ACCOUNTANT'S PROFESSIONAL

LIABILITY INSURANCE AFFIDAVIT

JULY 1, 2013 TO JUNE 30,2014

State of Oklahoma

County of Cherokee

The undersigned auditing firm of lawful age, being first duly sworn onoath, says thatsaid firm had
in full force and effect Accountant's Professional Liability Insurance in accordance with the
"Oklahoma Public School Audit Law" at the time of audit contract and during the entire audit
engagement with Lowrey School for the audit year 2013-2014.

Alan Chapman, C.P.A.

Rv O/hwrmJ
Authorized Agent

Subscribed and sworn to before me this ^ day of. ,2015.

Notary Public

My Commission Expires: 0^ LORiKiMBtE
My Commission Number: Cy^003^0>St^ (
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AUDIT ACKNOWLEDGMENT
LOWREY SCHOOL DISTRICT NO. COlO

CHEROKEE COUNTY, OKLAHOMA
JULY 1, 2013 TO JUNE 30,2014

The annual independent audit for the Lowrey School District No. COlO, was presented tothe Board
of Education in an Open Meeting on April 17, 2015 by Alan Chapman, CPA.

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

A copy of the audit, including this acknowledgment form, will be sent to the Oklahoma State
Department ofEducation within thirty (30) days from its presentation, asstated in70 O.S. 22-108:

"The local board of education shall forward a copy of the audit report to the State Board of
Education within thirty (30) days after receipt of said audit."

Supermteiylbnt Board ofEducation Vice PresidentSupermtS^^

Board of^ducation'President Board of Education Member

Board of Education Member

Board of Education Member

Board of Education Member

Board of Education Member

Subscribed and sworn to before me on this day of_ . ^15"

My Commission Expires: .
My Commission Number:

Notary'PubijI
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