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Chas. W. Carroll, P.A.

The Broadway Tower - Suite 805
114 E. Broadway Phone 580-234-5468
Fax 580-234.5425

INDEPENDENT AUDITOR'S REFPORT

The Honorable Board of Education
Morrison School District #I-6
Noble County, Oklahoma

i have audited the accompanying fund type and account group financial statements
of Morrison School District #I-6, Noble County, Oklahoma, as listed in the Table
of Contents as combined financial statements, as of and for the year ended June
30, 2012. These financial statements are the responsibility of the District’s
management. My reéponsibility is to express an opinion on these financlal

statements based on my audit.

T conducted my audit in accordance with auditing standards generally accepted in
yhe United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement
presentation. I believe that my audit provides a reasonable basis for my

opinion.

As described in Note 1, these financial statements were prepared in conformity
with the accounting and financial reporting regulations prescribed or permitted
by the Oklahoma State Department of Education which differs from accounting
principles generally accepted in the United States of America. The effect on
the financial statements resulting from the use of this regulatory basis of
accounting and presentation as compared to accounting principles generally
accepted in the United States of America cannot be reasonably determined, but is

considered material.

In addition, the District has not maintained the cost of fixed assets purchased
in previocus years and thus does not know the amounts that should be recorded in
+he General TFixed Asset Account Group. Therefore, the General Fixed Asset
Account Group has not been presented. This information is regquired under the
regulatery presentation prescribed by the Oklahoma State Department  of

Education.

In my opinicn, because cf the effects of the matters discussed in the third
paragraph, the financial statements referred to above do not present fairly in
all material respects, in conformity with accounting principles generally
accepted in the United States of America, the respective financial position of
the governmental activities, the business-type activities, each majcr fund, and
the aggregate remaining fund information of the Morrison School District #1-6,

as of June 30, 2012, and the respective changes in financial position thereof

for the year then ended.
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Independent Auditor’s Report
Morrison School District #I-6
Page 2

In my opinion, except for the omission of the General Fixed Asset Account Group
results in an incomplete presentation as explained in the fourth paragraph, the
financial statements referrad to akove do present fairly, in all material
respects, the assets, liabilities, and equity arising from regulatory basis
transactions of each fund type and account group of Morrison School District #1-
&, as of June 30, 2012, and the revenues collected and expenditures
paid/expenses, where applicable, for the year then ended on the regulatory basis

of accounting described in Note 1.

My audit was conducted for the purpose of forming opinions on the fund type and
account group financial statements within the combined financial statements.
The combining fund statements, schedules, and schedule of expenditures of
as listed in the Table of Contents under the cther supplementary
information, are presented for purposes cf additional analysis, and are not a
required part of the basic financial statements of the District. Also, the
accompanying schedule of expenditures of federal awards is required by the U.S.
Office of Management and Budget Circular A~133, Audits of States, Loecal
Governments, and Non-Profit Organizations. Such in-formation has been subjected
to the auditing procedures applied in the audit of the fund type and account
group financial statements within the cembined financial statements and, in my
opinicn, is fairly presented in all material respects in relation to the
combined financial statements taken as a whole on the regulatory basis of
accounting described in Note 1.

federal awards,

In accordance with Government Auditing Standards, I have also issued a report
dated February 27, 2013 on my consideraticn of the District’s internal control
over financial reporting and on my tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is te describe the scope of my testing of
internal control over financial reporting and compliance and results of that
testing, and not to provide an opinion. Thalt report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be
read in conijunction with this report in censidering the resulits of my audit.

Sincerely,

A

Chas. W. Carroll, P.A.
February 27, 2013
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Morrison School District No.1-006, Noble County, Oklahoma

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

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

Revenue Collected:
lLocal Sources
Intermediate Sources
State Sources
Federal Sources
Non-Revenue Receipts

Total Revenue Collected

Expenditures Paid:
Instruction
Support Services
Operation of Non-Instructional Services
Facilities Acquisition and Construction
Other Outlays
Other Uses
Repayments
interest Paid on Warrants and Bank Charges
Debt Service:
Principal Retirement
Interest and Fiscal Agent Fees

Total Expenditures FPaid

Excess of Revenues Collected Over (Under)
Expenditures Paid Before Adjustments fo
Prior Year Encumbrances

Adjustments to Prior Year Encumbrances

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

Total Other Financing Sources {Uses)
Excess (Deficiency) of Revenue Colfected
Over Expenditures Paid and Other Financing
Sources (Uses}

Fund Balance - Beginning of Year

Fund Balance - End of Year

EXHIBIT B

Totals
(Memorandum

Governmental Fund Types Only)

Special Debt Capital June 30,

General Revenue Service Projects 2012

$ 1032888 $ 266,262 § 341679 $ 113 § 1,640,843
177,360 0 0 C 177,360
1,888,824 21,073 30 0 1,909,928
311,750 243,120 0 0 554,870
4,237 415 83 447 5,182
$ 3415058 § 530,871 & 341,793 § 560 $ 4,288,282
$ 2068683 $ 49,988 § (VI 0% 2,118,671
1,292,188 88,082 0 0 1,380,271
119,517 217,736 0 0 337,254
9,961 0 0 211,116 221,076
450 265 0 447 1,162
0 0 0 0 0
7,543 0 0 0 7.543
o 0 0 0 0
0 0 330,000 0 330,000
0 0 14,340 0 14,340
$ 3498342 % 366,071 % 344340 $ 211,563 § 4,410,318
3 (83,284) § 174,799 § (2547) % (211,002} § {122,034
$ 0 % 0% 0% 0% 0
3 347 & 21 % 0§ 0% 368
0 0 0 830,000 830,000
95,000 0 0 0 95,000
0 (95.150) 0 0 {95,150)
$ 95,347 & (95,129) $ 0% 830,000 % 830,218
$ 12,063 § 79,670 § (2,5647) % 618,998 % 708,183
806,620 158,533 22612 4,894 992,759
$ 818,683 $ 238,203 $ 20,085 % 623,991 § 1,700,042

The notes to the financial statements are an integral part of this statement.
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MORRISON SCHOOL DISTRICT #I-6
NOBLE COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TC FINANCIAL STATEMENTS

1. Significant Accounting Policies

The financial statements of the Morrison Scheol District #1-6 have been

prepared in conformity with an other comprehensive basis of accounting required
by OQklahoma Statutes. The more significant of the BRistrict’'s accounting
policies are described below.

A. Reporting Entity

The District is a corporate body for public purpeses created under
Title 70 of the Oklahcma Statutes and accordingly is a separate entity for
operating and financial reporting purpeses. The District is part of the public
school system of Oklahoma under the general direction and control of the State
Board of Education and is financially dependent on state of Oklahoma support.
The general operating authority for the public school system is the Oklahoma
Scheool Code contained in Title 70, Oklahoma Statutes.

The governing body of the District is the Board of Education composed of

elected members. The appointed superintendent 1is the execulive officer of the

District.

in evaluating how to define the District, for financial reporting
purposes, management has considered all potential componsnt units. The decision
to include a potential component unit in the reporting entity was made by
applying the criteria established by the Governmental Accounting Standards Board

(GASB) . The basic - but not the only - criterion for including a potential
component unit within the reporting entity is the governing body’s oversight
responsibility, especially financial interdependency. A second criterion used

A third

in evaluating potential component units is the scope of public service.
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 upcn the application of these criteria, there are no
potential component units included in the District's reporting entity.

B. Fund Accounting

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

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

available financial resources.

Funds are classified into two categories; governmental and fiduciary.
Fach category, in turn, is divided into separate “fund types”.

PAGE ©



MORRISON SCHOOL DISTRICT #I-6
NOBLE COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO FINANCIAL STATEMENTS PAGE 2

Fund Description

The folleowing funds are utilized by the Morrison School District #I-6.

Governmental Fund Types - Fiduciary Fund Types -
General Fund Trust and Agency Funds
Special Revenue [Funds

Debt Service Fund

Capital Project Funds

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 Lhose required tco be accounted for in ancther fund. Maijor
revenue sources include state and local property taxes and state funding under
the Foundation and Incentive Aid Program. Expenditures include all costs
associated with the daily operaticns of the schools except for programs funded
for building repalrs and maintenance, school construction and debt service on
bonds and other long-term debt. The general fund includes federal and state
restricted monies that must be expended for specific programs which includes the

Child Nutrition Program.

Special Revenue Funds -~ The Special Revenue Funds are the District’s
Building Fund, Child Nutriticn Fund and Co-op Fund. The Building Fund consisis
derived from property taxes levied for the purpose of erecting,

or repairing buildings and for purchasing furniture and eguipment.
and

of monies

remodeling,
The Child Nutrition Fund derives monies from the sale of foods and federal

state program reimbursements. Expenditures include costs associated with the
daily operations of the district’s nutrition program. The Co-op Fund consists
of monies derived from federal, state, and local contributions and expenditures

are to be made in accordance with program requirements.,

Debt Service Fund - The Debt Service Fund 1s the District’'s Sinking Fund
and is used to account for the accumulation of financial vrescurces for the
payment of general long-term debt principal, interest, and related costs. The
primary revenue sources are local property taxes levied specifically for debt
service and interest earnings from temporary investments.

Capital Project Funds - The Capital Project 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 eguipping new school
facilities, renovating existing facilities, and acquiring transportation

equipment.,

PAGE 7



MORRISON SCHOOL DISTRICT #I-6
NCBLE COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO FINANCIAL STATEMENTS PAGE 3

Fiduciary Fund Types

Fiduciary Funds are used to account for assets held on behalf of outside
parties, including other govermments, 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 involve measurement of results of operations.

Trust Fund - The Trust Fund is a Gift Fund that consists of money derived

from a lease agreement which may be used for educational purposes.

Agency Fund - The Agency Fund is the school Activity Fund which is used to
account for monies coliected principally through fundraising efforts of the
students and District-sponscored groups. The administration 1s responsible,
under the authority of the Board, of collecting, disbursing, and accounting for

these activity funds. The school Activity Funds can include money which is

received from the sale of foods through a school Lunch Fund.

Memorandum Only - Total Celumn

The total column on the general purpose financial statements is captioned

“memorandum only” to indicate that it is presented only to facilitate financial
Data in this column does not present financial position, results of

analysis.
operations, or cash flows in conformity with generally accepted accounting
principles. Neither is such data comparable to a censolidation. Interfund

eliminations 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 format
that is prescribed by the Oklahoma State Department of Education (OSDE). This
format is essentially the generally accepted form of presentation used by State
and local governments prior to the effective date of GASB Statement No. 34,
Basic Financial Statements-Management’s Discussion and Analysis-for State and
Local Governments. This format significantly differs from that reguired by GASB

34.

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

*  Encumbrances represented by purchase orders, centracts, and other

comiitments for the expenditure of monies and are recorded as

expenditures when approved,
*  Investments and inventories are recorded as assets when purchased.

PAGE 8



MORRISON SCHOOL DISTRICT #I-6
NCOBLE COUNTY -~ OKLAHROMA
JULy 1, 2011 TO JUNE 30, 2012

NOTES TO FINANCIAL STATEMENTS PAGE 4

C. Basis of Accounting and Presentation {continued)

* Capital assets in proprietary funds are recorded when acquired and
depreciated over their useful lives.
Warrants payable are recorded as liabilities when lssued.
Long~term debt is recorded when incurred.
Accrued compensated absences are recorded as an expenditure and
liability when the obligation is incurred.

This regulatory basis of acceounting differs from accounting principles
generally accepted in the United States of America, which requires revenues to
be recognized when they become available and measurable, or when they are
sarned, and expenditures or expenses to ke recognized when the vrelated
liabilities are incurred for governmental fund types; and, when revenues are
earned and liabilities are incurred for proprietary fund types and trust funds.

D. Budgets and Budgetary Accounting

The District is reguired by state law to prepare an annual budget. A
preliminary budget must be submitted to the Board of Educaticn by December 31
for the fiscal year beginning the following July 1. If the preliminary budget
requires an additional levy, the District must held an election on the [irst
Tuesday in February to approve the levy. If the preliminary budget does not
reguire an additicnal levy, it becomes the legal budget. If an election ig 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 legally adopted by the Board of Education for the General
Fund, Special Revenue Funds, and Capital Project Funds that includes revenues

and expenditures.

Encumbrances represent commitments related to unperformed contracts for
goods or services, Encumpbrance accounting--under which purchase orders and
other commitments of resources are recorded as expenditures of the applicable
fund - is utilized in all governmental funds of the District.

The unencumbered balance of current fiscal vyear appropriations and the

unexpended reserve appropriations of the previous fiscal year are lapsed and
become a part of the beginning fund balance for the succeeding fiscal year.

E. Assets, Liakilities and Fund Equity

Cash, Cash Equivalents and Investments

A1} monies which are not invested in Certificate of Deposits or United
States Treasury Funds are maintained in NOW Checking Accounts or Savings

Accounts.
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MORRISON SCHOOL DISTRICT #I-6
NOBLE COUNTY — OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO FINANCIAL STATEMENTS PAGE &

Inventories
The wvalue of consumable inventories at June 30, 2012 is not material to

the financial statements.

Fixed Assets and Property, Plant and Equipment

Property and eguipment purchases are recorded as capital outlays in the
accompanying statements of revenues, expendibures, and changes in fund balances.
The District does not maintain complete financial reccrds of capital assets
purchased which would include depreciation schedules; therefore, a General Fixed
Assel Group of Accounts is not presented.

Compensated Absences

The District has elected not to present a liability for compensated

absences.

Operating Leases

The District has elected not to present a liability for operating leases.
All operating leases contaln a mutual! ratification c¢lause for both parties;
therefore, the District does not consider the obligation to be for a period

extending beyond the current fiscal vear.

Long Term Debt

Long-term debt is recognized as a liability ¢f a governmental fund when
due, or when rescurces have been accumulated in the debt service fund for
payment early in the following year. For other long-term obligations, only that
portion expected to be financed from expendable available financial resocurces is
reported as a fund liability of a governmental fund. The remaining portion of
such obligations is reported in the general long-term debt account group. Long-
term liabilities expected to be financed from proprietary fund operations are

accounted for in those funds.

General Long-Term Debt

State statutes prohibit the District from becoming indebted in an amount

exceeding the revenue to be recelved for any fiscal year without approval by the
Bond issues have been approved by the volters and issued by
the District for various capital improvements. These bonds are required to be
fully paid serially within 25 years from the date of issue. General long-term
debt of the District consists of bonds payable. Debt service requirements for
bonds are payable sclely from fund balance and future revenues of the debt

service fund,

District’s voters.

a.) A principal and interest repayment schedule of the outstanding general

obligation bond issues at June 30, 2012 is set forth below:
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MORRISON SCHOOL DISTRICT #1-6
NOBLE COUNTY - OKLAHOMA
Juny 1, 2011 TO JUNE 30, 2012

NOTES TO FINANCIAL STATEMENTS PAGE 6

General Long-Term Debt (continued)

$190,000.00 Building Bonds of 2010

Payment Date Principal Rate Interest Total
1 Jan 13 5 0.00 $ 850.00 S 850.00
1 Jul 13 _%5,000.00 2.00% 950.00 95,950.00

$ 95,000.00 $ 1,900.00 $ 96,900.00

$270,000.00 Building Bends of 2011

Payment Date Principal Rate Interest Total
1 Jul 13 $270,000.00 1.000% $5,400.00 $275,400.00
$270,000.00 $5,400.00 5275,400.00

$540,000.00 Building Bonds of 2012

Payment Date Principal Rate Interest Total

1 Jun 13 $ 0.00 5 4,480.00 5 4,480.00

1 Dec 13 2,240.00 2,240.00

1 Jun 14 280,000.00 0.800% 2,240.00 282,240.00

1 Dec 14 1,120.00 1,120.00

1 Jun 15 280,000.00 0.800% 1,120.00 281,120,00
$560,000.00 §11,200.00 §57%1,200.00

b.) The Merrison Educational Facilities Authority and the District have entered

into a fully paid ground lease dated September 1, 2006 {the *“Ground Lease”}),
whereby the District has leased to the Authority certain real property together
with all improvements thereon and to be placed thereon for a term extending to
June 30, 2017 and so long thereafter as any indebtedness of the Authority se-
cured by its leasehcld therein remains outstanding and unpaid. The Authority
has sub-leased the property covered by the Ground Lease to the District by a
sub-lease dated July 1, 2004 (the “Sublease”) which extends to June 30, 2005,
and is renewable for successive on (1) year terms thereafter at the option of
the District until the Series 2004 Bonds are paid. Failure to renew the Sublease
will terminate the Sublease and all further options of the District to renew it.

The voters of the District have approved the issuance of General
Obligaticn Bonds for acquiring school furniture, fixtures and equipment in the
total amount of $2,500,000.00. Those School District General Obligation Bonds
will be issued in series over the life of the Authority's Series 20006 Bonds in
amounts necessary to pay the maturing principal of the Authority’s Series 2006
fonds and will be utilized for that purpose by payment of the proceeds therecof
as received to the Trustee Bank as rental under the Sublease.

Upon the payment in full of the Series 2006 Bonds, the Sublease and the
Ground Lease both will expire and possession of and title to the Improvements
will be vested in the District.

PAGE 11



MORRISON SCHOOL DISTRICT #I-6

NOBLE COUNTY - OKLAHOMA

JULY 1, 2011 TC JUNE 30,

NOTES TC FINANCIAL STATEMENTS

2012

General Long-Term Debt {continued)

PAGE 7

A repayment schedule of the outstanding capital lease obligations at
June 30, 2012 is set forth below:

Payment

Date

Sep
Mar
Sep
Mar
Sep
Mar
Sep
Mar
Sep

Lt o= B i S S G RS

Cash Fund Balance

12
13
13
14
14
15
15
ie6
16

Schedule of Semi-Annual Rent Payments

Regular
Payment

11,000
11,000

11,000,
11,000,
11,000,
11,000.
11,000.

11,000

11,0090,

.00
.00
00
00
00
co
00
.00
00

5 99,000,

00

Irregular
Payments

c

557,75

o OO

=

0

.00
.00
.00
.00
557,750.
.00

0.

0.
557,750,

00

00
00
00

5 1

673,250

.00

$

Total
Rent Due

568,750,
11,000.
11,000,
11,000,

568, 750.
11,000.
11,000.
11,000,

568,750,

00
34]
00
¢o
GO
00
00
00
30

1,772,250,

00

Cash fund balance represents the funds not encumbered by purchase order,

legal contracts,

Safequard of Deposits and Investments

State

fully cellateralized
of Oklahoma and
principal amcunt of
maintaining adequate

statutes reqguire
by the United States Government obligations or obligations

that have a market value of not less

its agencies
the deposits.

that all deposits

and outstanding warrants.

The District

1in

financial

institutions be

than the

Treasurer is responsible for

coverage of all funds on depesit through security pledges
approved by the Treasurer of the State of Oklahoma.

Deposit Categories of Credit Risk

Insured by Federal Deposit Insurance.

(B} Collateralized with
institution’s trust department or agent in the District’s name.

(C) Uncollateralized.

Cash/Investments

securities

held by

the

pledging

financial

Category
BANK
(A) (B) (C) BALANCE
$352,183.00 $1,964,831.00 ] 0.00 $2,317,014.00
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MORRISON SCHOOL DISTRICT #1-6
NOBLE COUNTY -~ OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO FINANCTAL STATEMENTS PAGE 8

F. Revenue, Expenses and Expenditures

State Revenues

Revenues from state sources for current operations are primarily governed
by the state aid formula under the provisiens of Article XVIII, Title 70,
Oklahoma Statutes. The State Board of Education administers the allocation of
state aid funds to school districts based on information accumulated from Lhe
districts,

After review and verification cf reports and supporting documentatiocn, the
State Department of Education may adjust subsequent fiscal period allocaticns of
money for prior year errcrs disclosed by review. Normally, such adjustments are
treated as reductions cor additions of revenue of the year when the adjustment is

made,

The District vreceives revenue from the state to administer certain
categorical educational programs. State Beard of Education rules reguire that
revenue ear-marked for these programs be expended only for the program for which
the money is provided and require that the money not expended as of the close of
the fiscal year be carried forward into the following year tc be expended for
the same categorical program. The State Department of Educatlon reguires that
categorical educaticnal program revenues be accounted for in the general fund.

Property Tax Revenue

The District is authorized by state law to levy property taxes which
consists of ad valorem taxes on real and personal property within the District.
The County Assessor, upon receipt of the certification of tax levies from the
county excise board, extends the tax levies on the tax roll for submission to
the county treasurer prior to Cctober 1. The county treasurer muslt commence Lax
collection within fifteen days of receipt of the tax rolls. The first half of
the taxes are due prior to January 1. The second half is due prior to April 1.

If the first payment is not made timely, the entire tax becomes due and
payable on January 2. Second half taxes bhecome delinguent on April 1 of the
year following the year of assessment. If not paid by the following October 1,
the property is cffered for sale for the amount of taxes due. The owner has two
years to redeem Lhe property by paying the taxes and penalty owed. If at the
end of two years the owner has not done so, the purchaser is issusd a deed Lo

the property.

Interfund Transactions

Quasi-external transactions are accounted for as revenues, expenditures,

or expenses. Transactions that constitute reimbursement to & fund for
expenditures/expenses initially made from it that are properly applicable to
ancther fund, are recorded as expenditures/expenses in the fund that is
reimbursed. Any legally authorized transfers are treated as operating transfers
and are included in the results of the Government Funds. Transfers between the
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MORRISON SCHOOL DISTRICT #I1-6
NOBLE CCUNTY -~ OKLAHOMA
Juny 1, 2011 TO JUNE 30, 2012

NOTES TO FINANCIAL STATEMENTS PAGE 9

Interfund Transactions (continued)

Agency Funds (Activity Funds) and the Governmental Fund Types (General Mund) are
shown as operating transfers intc the Governmental Fund Types (General Fund)
No transfer 1s shown out from the Agency Funds as they are custodial in

only.
nature {assets egual liabilities) and do not involve measuremenl cof results of
coperations.

2. Risk Management

Liabilities Protection Plan

cover claims
These include
and related

The District’s Commercial Liability Insurance agreements
against municipalities for all government functions and services.
bodily iniury, property damage, wrongful acts, personal injury,
torts under the State tort claims law and federal civil rights laws.

All public ocfficials, employees, services, and nunicipal functions are
covered unless they are specifically listed.

The title to all assets acquired by the Plan are vested in the Group. In
the event of termination of the Group, such property shall beiong to the then
members of the Greoup in egqual shares. Each participating District pays all

costs, premiums, or other fees attributable to its respective participation in
the Plan, and is responsible for its obligation under any contract entered into

with the Plan.

Reserves for claim losses include provisions for reported claims on a case
basis and an estimate of claims incurred bult not reported limited by aggygregate
and individual loss levels as specified by the Plan’s reinsurance contracts.
These credits, if any, represent contingent liabilities of the Plan if the
reinsurer was unable to meet its cobligations under the reinsurance agreement.

The Plan’s insurance agreements are reinsured for excess losses based upon
the contract year. The significant components of each reinsurance contract can
be obtained from the Plan’s annual financial report.

Suretvy Bonds

District and Activity

The District maintains a Public Employees Position Schedule Bond with the
Western Surety Company. The bond number is 5063422, dated August 24, 2011 to
August 24, 2012, The persons named and amounts covered are as follows:

1. James W. Vernocon Superintendent $100,000.060
2. Marilyn Kay Williams Child Nutrition Fund 5,000.00
3. Becky Hetherington Activity Fund 5,000.00
4, Kim D. Miller Encumberance Clerk/

Minutes Clerk 5,000.00
5. Diana Frank Treasurer 100, 000.00
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MORRISON SCHOOL DISTRICT #1-6
NOBLE COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO FINANCIAL STATEMENTS PAGE 10

3. Employee Retirement System

The District participates in the state-administered Oklahoma Teachers’
Retirement System (the “System”), which is a cost-sharing, multiple-employer
public employee retirement system (PERS). Under the System, contributicns are
made by the District, the State of Oklahoma, and the participating employees,
Participation is required for all teachers and other certified employees and is
optional for all other regular employees of public educaticnal institubtions who
work at least 20 hours per week. A participant’s date of membership is the date
the first contributicn is made to the System. The System is administered by a
board of trustees which acts as a fiduciary for investing the funds and
governing the administration of the System. The District has no responsibility
or authority for the operation and administration of the System nor has it any
liability, except for the current contribution requirements.

The System issues an independent financial report, financial statements
and required supplementary Iinformation that can be obtained in writing at the
Teachers’ Retirement System of Oklahoma, FP.C. Box 53524, Oklahoma City, OK 73152

or by calling (405)521-2387.

A Participant with % 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 1life and
if certain options are exercised, equals [wo percent of
the average of the highest three earning vyears of contributory service
nultiplied by the number of years of credited service. A participant leaving
employment before attaining retirement age, but completing ten years of service,
may elect to vest his accumulated contributions and defer receipt of a
retirement annuity until & later date. When a participant dies in active
service and has completed ten years of credited service, the beneficiary is
entitled to a death benefit and the participant’'s contributions plus interest.
If the beneficiary is a surviving spouse, the surviving spouse may, in ligu of
the death benefit, elect to receive, subject to the surviving spousal options,
the participant’s retirement benefits accrued at the time of death.

then to beneficiaries,

3. Employee Retirement System

The 2011-12 contribution rates for the Districts, which are not

actrarially determined, 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 30, 2012, The District is allowed by the Oklahoma Teacher’'s
Retirement System to make the reqguired contributions on  behalf of the

participating members. The required contributicn for participating member 1s 7%

up to a maximum cempensation level.

for employees of Morrison School District #I-6

The total contributions
and 2010 were 5318,872.03,

covered by the System for the year 2012, 2011
$314,884.45 and 8310,651.53, respectively.
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MORRISON SCHOOL DISTRICT #I1-6
NOBLE COUNTY ~ OKLAHOMA
JULY t, 2011 TO JUNE 30, 2012

NOTES TO FINANCIAL STATEMENTS PAGE 11

The pension benefit obligation is a standardized disclosure measure cf the
present wvalue of pension benefits. This pension valuation method reflects the
present wvalue of estimated pension benefits that will be paid in the future
years as a result of emplcoyee services performed to date and is adjusted for the
effect of projected salary increases. There are no actuarial valuvations
performed on individual school districts. The non-funded pension beneflit
obligation of the System as determined as part of the latest actuarial wvaluation

dated June 30, 2011, is as follows:

$ 19,980,640,592

Total pension obligation
9,566,683,405

Net assets available for benefits, at cost

$ 10,413,957,187

Non-funded pension benefit obligation

The System’s accounting records are maintained on the cash  basis of

accounting, except for accruals of interest income.

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

4. Centingencies

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 cannct be
determined at this time although the District expects such amounts, if any, to

be immaterial.

5. Deficit Fund Balance

The District Co-Op Fund had a ($6,378.00) deficit ending fund balance at
6/30/12. The deficit balance was created as a result of uncollected state and
federal program reimbursements priocr to &/3CG/12. The District received the
reimbursements in the 2012-13 Ifiscal vyear. Unobligated District General Fund
Assets were invested in the Co-Op warrants as provided by Oklahoma Statutes
until the Co-0Op reimbursements were received.

6. Budget Amendnents

The Child Nutrition budget was amended one time during the year by [iling

supplemental estimate forms with the County Clerk’s office in the amount of
$35,300.00. This increased the original General Fund budget from $295,953.00 to

$331,153.00.
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Morrison School District No.I-006, Noble County, Oklahoma
Combining Statement of Assets, Liabilities and Cash Fund Balances
Regulatory Basis - All Special Revenue Funds
For the Year Ending June 30, 2012

SCHEDULE A1

Child Total
Building Nutrition Coop June 30,
ASSETS Fund Fund Fund 2012
Cash and Cash Equivalents $ 208645 § 39517 % (6,378) $ 241783
Investments 0 0 0 0
Total Assels $ 208645 § 39,617 % (6,378) % 241,783
LIABILITIES AND FUND BALANCE
Liabilities:
Warrants Payable $ 77t 0§ 1,033 § 1,777 § 3,580
Reserve for Encumbrances 0 0 0 0
Total Liabilities $ 771 & 1033 §$ 1,777 % 3,580
Fund Baiance:
Cash Fund Balance $ 207874 % 38484 % (8,1565) $ 238,203
Total Fund Balance $ 207874 3% 38,484 & (8,155 $ 238,203
Total Liabllities and Fund Balance $ 208645 % 39617 § 6,378) $ 241,783

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



Morrison Schoof Distfrict No.J-006, Noble County, Oklahoma
Combining Statement of Revenues Collected, Expenditures Paid and Changes in Fund Balances
Regulatory Basis - Special Revenue Funds
For the Year Ending June 30, 2012

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

Total Revenue Collected

Expenditures Paid:
Instruction
Support Services
Operation of Non-Instructional Services
Facilities Acquisition and Construction
Other Qutlays
Gther Uses
Repayments
interest Paid and Bank Charges

Total Expenditures Paid

Fxcess of Revenues Collected Over (Under)
Expenditures Paid Before Adjustments fo
Prior Year Encumbrances

Adjustments to Prior Year Encumbrances

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

Total Other Financing Sources (Uses)

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

Fund Balance - Beginning of Year

Fund Balance - End of Year

SCHEDULE B-1

Child Total
Building Nutrition Cooperative June 30,
Fund Fund Fund 2012
144,507 121,756 § 0% 266,262
0 o 0 0
10 4,095 16,968 21,073
4] 183,182 59,938 243,120
0 415 0 415
144,517 309447 $ 76,906 3 530,871
o 0% 49,988 $ 49,988
78,368 0 9,714 88,082
0 217,736 o 217,736
0 0 v 0
0 265 0 265
0 0 0 0
o 0 0 0
0 0 0 0
78,368 218,001 % 59,702 § 356,071
66,149 91,446 $ 17,205 § 174,799
G 0 3% 0% 0
0 21§ 0% 21
0 0 0 0
0 (95,150) 0 (95,150}
0 {95,129) § 0% (95,129)
66,149 (3,683) § 17,205 $ 79,670
141,725 42,167 {25,359) 158,533
207,874 38,484 § (8.155) $ 238,203

The notes to the financial statements are an integral part of this statement.
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MORRISCN SCHOOL DISTRICT #1-6 SCHEDULE 2-01
NCRBLE COUNTY - OKLAHOMA

SCHOOL ACTIVITY FUND

RECONCILIATION STATEMENT

07/01/11 TO 06/30/12

DEPOSITORY DETAIL TOTALS
CASH $36,378.62
MONEY MARKET $66,184 .70
TOTAL DEPOSITORY $102,563.32
FUND
LEDGER BALANCE $99,286.95
ADD: 2011-12 OUTSTANDING 2,896.37
380.00

2010-11 OUTSTANDING

TOTAL FUND BALANCE $102,563.32

The notes to financial statements are an integral part of this statement.
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MORRISON SCHOOL DISTRICT #I-6

NOBLE COUNTY - OKLAHOMA
SCHOOL LUNCH FUND

REVENUES, EXPENDITURES, AND BALANCES

07/01/11 TC 06/30/12

REVENUE DETAIL TCTALS
LOCAL SALES $122,020.9¢6
CASH BO¥ - Redeposit 150.00
122,170.96

TOTAL REVENUES $122,170.96
EXPENDITURES
TRANSFERS TO DISTRICT $122,170.986

TOTAL EXPENDITURES $122,170.96
REVENUE IN EXCESS OF EXPENDITURES 0.00
BALANCE AT 07/01/11 0.00
BALANCE AT 06/30/12 50.00

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

SCHEDULE 3-0C0



MORRISON SCHOOL DISTRICT #1-6 SCHEDULE 3-01
NOBLE COUNTY - OKLAHOMA

SCHOOL LUNCH FUND

RECONCILIATICON STATEMENT

07/01/2021 TO 06/30/2012

DEPOSITORY DETAIL TOTALS
CASH 50.00

TOTAL DEPOSITORY $0.00
FUND
LEDGER BALANCE 50.00

TOTAL FUND BALANCE 50.00

The notes to financial statements are an integral part of this statement.
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MORRISON SCHOOCL DISTRICT #I-6 SCHEDULE 4-00
NOBLE COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

STATE OF OKLAHOMA )

)
COUNTY OQF GARFIELD 1}

The undersigned auditing firm of lawful age, being first duly sworn on cath
says that said firm had in full force and effect Accountant’ FProfessional
Liability Insurance in accordance with the “Oklahoma Public School Audit Law” at
the time of the audit contract and during the entire audit engagement with the
Morrison School District #I-6, Noble County, Oklazhoma, for the audit year
2011-1z2.

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

By /f\’ é‘,,/gg U @mg%/

s o 2013,

Eiiuﬁﬁéi(

-‘«' RRY "’E/'

QD GO
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Chas. W. Carroll, P.A.

The Broadway Tower - Suite 805
114 E. Broadway Phone 580-234-5468
Fax 580-234-5425

REPORT ON INTERNAL CONTROL OVER FINANCIAL REFPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Board of Education
Morrison School District #I1-6
Noble Ccunty, Oklahoma

I have audited the accompanying fund type and account group financial statements
of the Morrison School District #I-6, Neble County, Cklahoma, as listed in the
Table of Contents as combined financial statements as of and for the year ended
June 30, 2012, and have issued my report thereon dated February 27, 2013. The
these financial statements was adverse because the District has
elected to prepare its financial statements in conformity with the accounting
and financial reporting regulations prescribed or permitted by the Oklahoma
State Department of Educaticn, which 1is a material departure from accounting
generally accepted in the United States of America. My opinion
regarding the presentation cof the financial statements referred to above in
conformity with the prescribed basis of accounting was qualified due to a
departure related to general f{ixed assets. I conducted my audit in accordance
with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

report on

principles

Internal Control Over ¥Financial Reporting

In planning and performing my audit, I
control over financial reporting as a basis for
procedures for the purpose of expressing my opinion on the financial statements,
but not for the purpese of expressing an opinion on the effectiveness of the
District's dinternal control over financial reporting. Accordingly, I do not
express an copinion on the effectiveness of the District’s internal control over

financial reporting.

considered the District’s internal
designing our auditing

A deficiency in internal control exists when the design or operation of a
control does not allow management or employees, in the normal course of
perferming their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis.

My consideration of internal control over financial reporting was for the
limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control over Zfinancial
reporting that might be deficiencies, significant deficiencies, significant
deficiencies, or material weaknesses as defined above. I identified deficiencies
in internal control over financial reporting that I consider to be material

weaknesses, as defined above.

PAGE 17



INTERNAL CONTROL/COMPLIANCE REPQORT
Morrison School District #I-6
Page Two

internal control over financial

However, I identified certain deficiencies in
and guestioned

reporting, described in the accompanying schedule of findings
cost that I consider to be significant deficiencies in internal control over
financial reporting as item 12-01. A significant deficiency is a deficiency, or
compination of deficiencies, 1in internal control that 1s less severe than a
material weakness, yet important enocugh to merit attention by those charged with

governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’'s financlal
misstatement, I performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on
the determinaticn of financial statement amounts., However, providing an opinion
cn compliance with these provisions was not an objective of my audit and
accordingly, I do not express such an opinion. The results of my tests
disclosed instances of ncncompliance or other matters that are required to be

reported under Government Auditing Standards.

statements are free of material

reported to management of the District in a

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

separate letter dated February 27,
Recommendations as item B-1.

The District’s response to the findings identified in my audit is described in
the accompanying Schedule of Findings and Questioned Costs. I did not audit the
District’s response and, accordingly, 1 express no opinion on it.

Sincerely,

//Ao 4/ /@%M” P

Chas. W. Carrell
February 27, 2013

PAGE 18



Chas. W. Carroll, P.A.

Enid, Oklahoma 73701
Phone 580-234-5468
Pax 580-234-5425

‘The Broadway Tower - Suite 8035
114 E. Broadway

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

Honorable Board of Education
Morrison School District $#I-6
Noble County, Cklahoma

Compliance
I have audited the compliance o¢f Morrison School District #1-6,

Oklahoma with the types of compliance reguirements described in the U.5. Office
of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended June 30,
2012. The District’s major federal programs are identified in the summary of
auditor's results section of the accompanying schedule of findings and
questioned costs,. Compliance with the requirements of iaws, regulations,
contracts and grants applicable to each of its major federal programs 1is the
responsibility of the District’s management. My responsibility is to express an
opinion on the District’s compliance based on my audit.

Noble County,

compliance in accordance with auditing standards

I conducted my audit of
to

generally accepted in the United States of America; the standards applicable
financial audits contained in Government Auditing Standards, issued by the
Comptrecller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that I plan and perform the audit to obtain reason-
able assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a
major federal program occcurred. An audit includes examining, on a test basis,
evidence about the District’s compliance with those requirements and performing
such other procedures as I considered necessary in the circumstances. T believe
that my audit provides a reasonable basis for my opinion. My audit does not
provide & legal determination on the District’s compliance with those

requirements.

In my opinion, Morrison Schoocl District #7-6 complied, in all material respects,
with the requirements referred to above that are appiicable to each of its major
federal programs for the year ended June 30, 2012. The results of our auditing
procedures disclosed no instances of noncompliance with those requirements that
are required to be reported in accordance with OMB-Circular A-133.

Internal Control Over Compliance
The management of the District is responsible for establishing and maintaining
an effective internal control over compliance with requirements of laws,

centracts, and grants applicable to federal programs. In planning
internal control over

< requlations,
and performing my audit, I considered the District’s
compliance with requirements that could have a direct material effect on a major

PAGE 19



Compliance/Internal Control Report (Federal)
Morrison School District #I-6
Page Two

federal program in order to determine my auditing procedures for the purpose of
expressing my opinion on compliance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly,
I do not express an opinion on the effectiveness of the District’s internal

control over compliance.

A deficiency in internal control over compliance exists when the design or
operation of a control over compliance does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or
detect and correct noncompliance with a type of compliance requirement of a
federal pregram on a timely basig. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control
over compliance, such that there 1is a reasonable possibility that material
noncompliance with a type of compliance reqguirement of a federal program will
not be prevented, or detected and corrected, on a timely basis.

My consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and would not necessartly
identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. I did not identify any deficiencies in
internal control over compliance that we consider o be material weaknesses, as

defined above.
This report is intended solely for the information and use of the federal
awarding agencies and pass-through entities, school administration, others

within the organization, and the School Beard and is not intended to be and
should not be used by anyone other than these specified parties.

Sincerely,

o 0 _Lpun PH

Chas. W. Carrcll, P.A
February 27, 2013
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Morrison 1SD No. 6, Noble County
Schedule of Findings and guestioned Costs
Year Ended June 30, 2012

Section 1

Financial Statemenis

1. Type of auditor's report issued

Summary of Auditor's Results

Adverse

(Due to F/S being prepared on a

regulatory basis of accounting.)

2. Internal control over financial reporting:

a. Material weaknesses identified?

b. Significant deficiencies identified not considered to be material weakness?
c. Noncompliance material to the financial statements noted?

Federal Awards

1. Internai control over major programs:
a. Material weaknesses identified?

b.  Significant deficiencies identified not considered to be a material weakness?
2. Type of auditors report issued on compliance for major programs;

3. Any audit findings disclosed that are required to be reported in
accordance with Circular OMB A-133, Section 510{A)?

4. ldentification of major programs:
Name of Federal Program
Title |
iDEA-B Special Education Cluster
Carl Perkins

5. Dollar Threshold used to distinguish between Type A or Type B programs:
6. Auditee qualified as a low-risk auditee under OMB A-133, Section 5307
SECTION 2

Financia! Statement Findings:

Section 1 — Summary of Auditors Results

12-01 Finding

No
Yes

No

No
None reported

Unqualified

No

$300,000

No

Statement of Condition - The District did not code the Child Nutrition federal expenditures using

the prescribed Oklahoma Cost Accounting System{OCAS) project code numbers.

Continued on Page 2
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Morrison ISD No. 6, Noble County
Schedule of Findings and questioned Costs
Year Ended June 30, 2012

Summary of Auditor's Results
Page 2 of 2

Criteria - Good internal controls require procedures be in place to properly track Federal program expenditures
and revenues.

Cause [ Effect of Condition - Lack of internal control aliows for non-compliance with the expenditure tracking
required by the State Department of Education and the accountability of Federal program funding.

Recommendation - All Federal program funding is to be tracked utilizing the prescribed OCAS expenditures and
revenue project code numbers. | recommend the District contact the State Department of Education to reconcile

this concern.

Major Federal Award Programs Findings and Questioned Costs:

None Reported

Page 22



MORRISON SCHOOL DISTRICT #1-6
NOBLE COUNTY - OKLAHOMA
JULY 1, 2011 TC JUNE 30, 2012

DISPOSITION OF PRIOR YEAR AUDIT FINDINGS
JUNE 30, 2012

No matters were reported.

PAGE 23



MORRISON SCHOOL DISTRICT #I-6
NOBLE COUNTY -~ QKLAHCMA
JULY 1, 2011 TO JUNE 30, 2012

CURRENT YEAR AUDIT EXCEPTIONS AND RECOMMENDATIONS

Specifiec Administrative Controls

Internal Control

B~1 Reporting Federal Program Expenditures

expenditures for Vocational Rehabilitation reported to the

The federal
{OCAS)

State Department of Education on the Oklahoma Cost Accounting System
report were overstated by a total of 5743.93.

Applicable Program Program Expenditures
Federal Program Expenditures Reported on QCAS
Vocational Rehabilitation {456} $209.45 $953.38

I recommend the school District Administration contact the State

Department of Education for reconciliation procedures.
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MCORRISON SCHOOL DISTRICT #I-6
NOBLE COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 3C, 2012

PRIOR YEAR AUDIT EXCEPTIONS AND RECOMENDATIONS

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