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INDEPENDENT AUDITOR'S REPORT

The Honorable Board of Education
Ninnekah School District #1-51
Grady County, Oklahoma

| have audited the accompanying fund type and account group financial statements of Ninnekah School
District #1-51, Grady 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 responsibility is to express an opinion on these financial statements based on my audit.

i conducted my audit in accordance with auditing standards generafly 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. Those standards require that | plan and perform the audit to
abtain reasonable assurance about whether the financial statements are free of material misstatement. An
audft 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. 1 befieve 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 assetfs purchased in previous years and thus does
not know the amounts that should be recorded in the General Fixed Asset Account Group. Therefore, the
General Fixed Asset Account Group has not been presented. This information is required under the
regulatory presentation prescribed by the Oklahoma State Depariment of Education.

in my opinion, because of 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 major fund, and the aggregate remaining fund information of the
Ninnekah School District #-51, as of June 30, 2012, and the respective changes in financial position thereof

for the year then ended.

In my opinion, except for the omission of the General Fixed Asset Account Group resuits in an incomplete
presentation as explained in the fourth paragraph, the financial statements referred to above do present fairty,
in all material respects, the assels, liabilities, and equity arising from regulatory basis transactions of each
fund type and account group of Ninnekah Scheol District #I-51, 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.
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Independent Auditor's Report
Ninnekah School District #{-51
Page 2

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 federal awards, as listed in the Table of Contents under the other supplementary
information, are presented for purposes of additional analysis, and are not a required part of the basic
financial statement 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, L.ocal Governments,
and Non-Profit Organizations. Such information has been subjected to the auditing procedures applied in the
audit of the fund type and account group financial statements within the combined financial statements and, in
my opinion, 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.

In accordance with Government Auditing Standards, | have also issued a report dated March 14, 2013, on my
consideration of the District's internat controf 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 to describe the scope of my testing of internal control over financial reporting and compliance
and the results of the testing, and not to provide an opinion. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this

report in considering the results of my audit.

Sincerely,

Chas. W. Carroll, P.A.
March 14, 2013
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COMBINED FINANCIAL STATEMENTS
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Ninnekah School District No.I-051, Grady County, Oklahoma
Combined Statement of Revenues Collected, Expenditires Paid and Changes in Fund Balances
Regulatory Basis - All Governmental Fund Types
For the Year Ending June 30, 2012

Totals
(Memorandum

Governmenial Fund Types Only)

Special Debt Capital June 30,

Revenue Collected: General Revenue Service Projects 2012
Local Souwrces 3 659,513 § 81,159 § 366,206 § 27 & 1,116,906
Intermediate Sources 86,306 0 0 0 86,306
State Sources 2,105,345 78,827 4,892 0 2,188,864
Federal Sources 415,944 216,310 i 0 0 632,254
Non-Revenue Receipts 7,664 41 0 0 7,695
Total Revenue Collected $ 3,274,762 % 386,137 $ 371,099 § 27 $ 4,032,025

Expenditures Paid:

Instruction $ 2,068,392 § 54,432 § 0% 331,688 % 2,454,512
Support Services 1,225,457 2,492 0 G 1,227,848
Operation of Non-instructional Services 1,588 310,322 0 0 311,910
Facilities Acquisition and Gonstruction 9,006 67,866 G 0 76,872
Other Qutiays 430 ¢ 0 0 430
Other Uses 0 o] 0 0 0
Repayments o 0 0 0 0
interest Paid on Warrants and Bank Charges 0 0 0 G G
Debt Service:
Principat Retirement 0 0 330,000 0 330,000
Interest and Fiscal Agent Fees 0 0 27,220 0 27,220
Total Expenditures Paid $ 3,304,873 % 435112 § 357,220 & 331,688 § 4,428,893
Excess of Revenues Collected Over (Under)
Expenditures Paid Before Adjustments fo
Prior Year Encumbrances 3 (30,111) & (48,975) % 13,879 $ (331,861} $ (396,868)
Adjustments 1o Prior Year Encumbrances $ 292 § 0% ] 0% 262
Cther Financing Sources (Uses):
Estopped Warrants $ 51 § 382 % 0% C 3% 433
Bond Proceeds 0 0 0 325,000 325,000
Transfers In 10,227 42,697 0 0 52,924
Transfers Qut 0 G 0 0 0
Total Other Financing Sources (Uses) $ 10,278 § 43,079 $ 0 % 325000 % 378,357
Excess (Deficiency} of Revenue Collected
OQver Expenditures Paid and Other Financing
Sources (Uses) $ (19,541 § {6,896) 13,879 § 6,661) $ (18,219)
Fund Balance - Beginning of Year 587,937 174,058 13,801 7,932 783,727
Fund Balance - End of Year $ 568,396 §% 168,162 § 27879 &% 1,271 % 765,508

The notes to the financiat statements are an inlegral part of this statement.

-5-




JUBLISTELS SiL) 10 Led [eifelul uB SIB S|UBWSIEIS [BIOURLY SU) 03 S10U BY L

8.9'/2 S0 $ 0 $ 291881 g (0 $ {0 96£'99G $ 0 $0

LR 108’6l L0g°cl 50 vLL 60V 8507/ 1 L6285 £EB7/85 LEB/8G

B.8'CL g (1os'er) ¢ (1og'cy) $ (968'S) $ (250°7/ 1) $ (850'vL 1) (1%5'61) $ (/£8'285) $ {ze5°286)

0 $ 0 $ 0 5 6.0'y $ 00g°1E $ 00€°18 B/201 s $ 0

0 0 0 ) i) 0 0 0 0

0 0 0 269°2y 00e'Le 00€'18 szz'ol 0 0

0 $ 0 30 3 288 $ 0 £ 0 - LG g0 $0

0 $ 0 $ 0 $ 0 $ 0 $ 0 z62 $ 0 S0

8/8°Ct g (1og'el} $ (108'ct) 3 {cz6'97) % {gsg’coe) $ {gsg'soe) {tii'on) $ (££6°/85}) g {z£6'28G}

022 /SE $ 02e'/5E $ 0Ze/sE $ 211 SEr $ 000°88% $ 000°895 EL8'V0E'E % ErLSBY'E  § EblLGsvE

0 0 " 0 0 0 0 0 0

a 0 o 0 0 o 0 ] 0

0 ] ¢ 4! 0 G 0 ] a

0ze' /58 0z2'25¢ $2eisE o 4} 0 0ty 286 296

0 ) o 598'/9 98P 0L SEF'20} 900's LE¥'E LEP'E

0 0 0 228'01g Z90°1EE Za0'tEeg 886'1 6£9 659

0 0 o} 26%'Z 18t'eg 181°99 £SP'GZE L 0.6'282°L 054824

0 %0 $ 0 $ ZEP'PS $ ize'es $ 122'89 2BE'830'C § 13%'28i'? & i125s'Eai'E

660° L€ $ BLPEPE $ BLy'Eye $ LEL98E $ Zro'Ese $ 2p9coe 2OLVIZE % 908 /E§E & 9027682

] ) 0 [ 0 0 Py 0 0

0 0 0 oLe9Lz 0z2's02 0z4'602 PPEGLY geg'iee 0ggiiee

] 0 0 125°8¢ 00434 002t e SPE'SOLE £81°820°2 gel'gzo'z

] 0 0 G 0 0 a0c'es 0G/'99 052'99

860'128 $ 6ly'eye % BLP'EhE $ 85116 $ gzz'sg % zZze'se £15'659 $ £60'1sG S £60°LLS
|enioy 18Bpng 18bpng 1enjoy 1ebpng 18bpng fenjoy 1sbpng 19bpng

Jeulq {eu1Buo leutd leulbio [eui reunbug

3 JBBA JO pUT - SouBEg PUN-
1884 0 BupiBag - aouejey pund

$ {sasny) se0inog
Buouely Jaygi0) PUB PIBd SSNIpUsdxT 18a0
PBIDSHI0D anusABY ;0 {Aduaoyag) ssaox3

$ {sa811) ss0un0g Buuewy idayl0 2101
NG Sidjsues |
u| S18jsuBl]
g . sSiuBLEAA paddolsy
:(s3sn)) sas4nog Buoueuly Jaul0

$ S3JURIQUINOUT JB34 JOLg O sjuatisnlpy

3 SOOUBIQLINIUT JBS A OLief
0} sjuBLSHIPY 8i018g PIEd SAINypUSdXT
(18pun) J8AD PaOSOT SBNUBASY JO SS8IXT

g Dieg samnypuadxy jgloj
safirey)) yueg puk siueLe A U0 PIRg 1SISTUY|
suswieday
SasM B0
SARIND 18UQ)
UON3MISUOD pUR uoiisInboy saipoe
SB0IAISE [BUDIONISU-UON JO LolRIad
$aminaeg loddng
$ uononysy|

ipted saanlipuadxy

8 P3RS0 8NUSASY [BIO)
sidiaday anusnay-uoyN
SanuNog [eiepad
S82N0G amrIg
SBUNDG 2lBIPaLLaYj
8 $32IN0g [BI07]
1Pajsaa||on SNUdASY

pund 8siAIRg Jg8Q } _| Spun4 anuasay E1edg

pund [e18usg

ZLOZ '0€ sunp Buipuz sesy ayl 104
sadA} pung jejusiuuisaog payabpng - siseg Aioeinfiay - 1enjay pue jafipng
Saoueleg pung ut ssbueyy pue ‘saunjipuadxy ‘SANUBNBY JO JUBWIBIEIS pauquion

guwioyepo ‘Alunog Apers “16o-1oN 101S1g j004ysS yeysuuiN



Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 1 - Summary of Significant Accounting Policies

The basic financial statements of the Ninnekah Public Schools Independent District No. 51, Grady
County, Oklahoma (the “Disirict™) have been prepared in conformity with an other comprehensive
basis of accounting as prescribed by the Oklakoma State Department of Education. The more
significant of the DistricCs accounting policies are described below.

1.A. Reporting Entity

The District is a corporate body for public purposes created under Title 70 of the Oklahoma Statutes
and accordingly is a separate entily for operating and {inancial 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 the State of Oklahoma support. The
general operating authority for the public school system is the Oklahoma School Code contained in

Title 70, Oklahoma Statutes.

The governing body of the District is the Board of Education composed of clected members. The
appoinied superintendent is the executive offtcer of the District.

In cvaluating how Lo define the District, for financial reporling purposes, management has considered
all potential component units.  The decision to include a potential component ugnit 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 ability to exercise oversight responsibility. The most
significant manifestation of this ability is financial interdependency.  Other manifestations of the
ability to exercise oversight responsibility include, but are not Iimited to, the selection of governing
authority, the designation of management, the ability to significantly influence operations, and
accountability for fiscal matiers. A second criterion used in cvaluating potential component units is
the scope of public service. Application of this criterion involves considering whether the activity
benefits the District and for its citizens, or whether the activity is conducted within the geographic
boundaries of the District and is generally available to its patrons. A third criterion used 1o cvaluate
potential component units for inclusion or exclusion from the reporling 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 polential component units
included in the District’s reporting entity. The District has various supporting groups. However, the
District does not appeint any of the board mewbers or exercise any oversight authority over these
groups and the dollar amounts are not material (o the District. :

1.B. Fund Accounting

The District uses funds and account groups to reporl on its financial position and the resulls of s
operations. Fund accounting is designed o 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 sell-balancing sct of accounts. An account group, on the
other hand, is a financia! reportling device designed o provide accountability for certain assels and
Habilities that arc not recorded in the funds because they do not directly affect net expendabic
available financial resources.



Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 1 - Summary of Significant Accounting Policies, (continued)

1.B. Fund Accounting, Governmental Fund Types, (continued)

Funds are classified into three categories: governmental, proprietary and fiduciary. Each calegory, in
turn, is divided into separate "fund types.”

Governmental Fund Types

Governmenltal funds are used to account for all or most of a government's general activities,
including the collection and disbursement of carmarked 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).

1. General Fund - The General Fund is used to account for all financial transactions except
those required (o be accounted for in ancther fund. Major revenues sources include state and local
properly taxes and state {unding under the Foundation and Incentive Aid Program.

Expenditures include all costs associated with the daily operations of the schools except for
programs funded for building repairs and maimtenance, school construciion 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.

2. Special Revenue Funds - The Special Revenue Funds of the District consist of the Building
Fund and the Child Nutrition Fund.

Building Fund - The Building Fund consists of monies derived from property taxes Ievied for
the purpose of erecting, remodeling, or repairing buildings and for purchasing furniture and
equipment,

Child Nutrition Fund - The Child Nutrition Fund consists of monies collected  from meals
served o students and employees of the district and is expended on foed, supplies and
salaries (o operate the lunchroom, The district also deposits reimbursements received {rom
the National School Lunch and Breakfast programs into this lund. .

Cooperative Fund - The Cooperative Fund is established when the boards of education of {ow
or more school districts enler inte cooperalive agreements and maintain joint programs.
Ninnckah was the LEA for a cooperalive agreement established by a stale alternative
education program.

3. Debt Service Fund - The debt service fund is the District's Sinking Fund and is used 10 account
for the accumulation of financial resources 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.

4. Capiial Projects Fund - The Capital Projects Fund consists of the Districts 2003, 2009, and
2010 Building and a 2007 Transportation bond issue. These funds are used exclusively for
acquiring school sites, constructing and equipping new school facilities, renovating existing
{acilities, and acquiring transportalion equipment.



Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 1 - Summary of Significant Accounting Policies, (continued)

1.B. Fund Accounting, {continued)
TFiduciary Fund Types

Fiduciary Funds are used to accoun( for assets held on behalf of outside partics, including other
governmenls, or on behalf of other funds within (he District. When these assets arc held under the
terms of a formal trust agreement, trust funds are used for their accounting and reporting. Agency
funds generally are used to account for asseis that the District holds on behalf of others as their
agent and do not invelve measurement of resulls of operations.,

1. Agency Funds - The Agency Fund is the Schooi Activities fund, which is used to account for
manies, collected principally through fundraising ciforts of the students and District-sponsored
groups. The administration is responsible, under the authorvity of the Board, of collecting,
disbursing and accounting for these activity {unds.

Account Groups

Account groups are not funds and consist of a self-balancing sel of accounts used only to establish
accouniing control over long-term debt and general fixed assets not accounted for in proprietary

funds.

i. General long-term Debt Account Group - This account group is used to account for all
long-term debt of the District, which is offset by the amount available in the debt service fund
and the amount o be provided in future years (o complete retirement of the debt principal. It
is also used to account for liabilities for compensaled absences and early retirement incentives,
which are (o be paid from funds provided in future years.

2. General Fixed Assel Account Group - This account group is used to account for property,
plant and equipment of the District. The District does not have the information necessary o
include this group in its combined financial statements.

Memorandum Only - Total Column

The total column on the gencral purpose {inancial statements is captioned "memorandum only” (o
indicate that it is presented only to facilitate financial analysis. Data in this column does not
preseat financial position, results of operations or cash flows in conformity with generally accepted
accounting principles. Neither is such data comparable o a consolidation. Interfund eliminations
have not been made in the aggregation of this data.

I.C. Basis of Accounting and Presentation

The Disirict prepares is financial stalements in a presenlalion format that ts prescribed by the
Oklahoma State Department of Education. This formal is essentially the generally accepted form of
presentation used by state and Jocal governments prior to the effective date of GASB 34, Basic
Financial Statements-Management’s Discussion and Analysis-for State and Local Governmenis. This
format significantly differs from that required by GASE 34.

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

9



Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 1 - Summary of Significant Accounting Policies, {continued)

1.C. Basis of Accounting and Presentation, (continued)

* Encumbrances represented by purchase orders, contracts, and other commitments {or the
expenditure of monies and are recorded as expenditures when approved,

* Investments and inventeries are recorded as asscis when purchased.

*  Capital assets in proprictary 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.

This regulatory basis of accounting differs from accounting principles generally accepted in the United
States of America, which require revenues to be recognized when they become available and
measurable, or when they are carned, and expenditures or expenses o be recognized when (he related
liabilities are incwred for governmental fund (ypes; and, when revenues are carned and liabilities are
incurred for proprietary fund types and (rust funds.

1.D. Budgets and Budgetary Accounting

The District is required by state law to prepare an annual budget. The board of education requests an
initial temporary appropriations budge! from the county excise board before June 30. Then no later
than October 1, the board of education prepares financial statement and estimate of needs and files it
with the applicable county clerk and the State Department of Education. The final budget may be
revised upon approval of the board of education and the county excise board.

Under current Oklahoma Statutes, a formal budget is required for all funds except for tust and agency
funds.  Budgets are presenled for all funds that include the originally approved budgeted
appropriations for expenditures and final budgeted appropriations as adjusted {for supplemental
appropriations and approved transfers between budget catepories.

1.E. Assets, Liabilities and Fund Equity

Cash and Cash Equivaients — For purposes of the statement of cash flows, the District considers all
cash on hand, demand deposits, and highly liquid investments, with an original maturity of three
months or less when purchased, Lo be cash and cash equivalents.

with maturities greater than three months when purchased.  All investments are records at cost, which
approximated market value.

Property Tax Revenues - The District is authorized by state law to levy property taxes, which consist
of ad valorem laxes 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 Jevies on the tax
roli for submission 1o the county treasurer prior to October 1. The county freasurer must commence
lax collection within fifteen days of receipl of the tax rolls. The first hall of taxes are duc prior lo
Janvary 1. The second half is due prior to Aprit 1.

10



Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 1 - Summary of Significant Accounting Policies, (continued)

I.E. Assets, Liabilities and Fund Equity, (continued)

1.F.

H the first payment is not made timely, the entire tax becomes due and payable on January 2. Second
hall 1axes become definguent on Aprit 1 of the year {ollowing the year of assessment. IT not paid by
the following October |, the property is offered for sale for the amount of taxes due. The owner has
two years lo redeem the property by paying the taxes and penally owed. Il al the end of (wo years the
owner has not done so, the purchaser is issued a deed (o the property.

Inventories_~ The value of consumable inventories at June 30, 2012, is not material 1o the basic
{inancial stalements,

Fixed Assets and Property, Plant and Equipment - The General Fixed Assel Account Group has not

been presented.

Compensated Absences - Vested or accumulated vacation Jeave thay is expected to be liquidated with
expendable available financial resources is reported as an expenditure and a fund liability of the
governmental fund that will pay it. There are no amounts of vested or accumutated vacation leave that
arc not expected to be liquidated with expendable available financial resources. Vested or
accumuiated vacation leave of propriclary funds is recorded as an expense and liability of those funds
as the benefits accrue to employees,

No liability is recorded for nonvesting accumulaling rights to receive sick pay benefits.  Vested
accumulated rights (o recetve sick pay benefits have not been reported in the general long-term debt
account group since the amount is not material to the financial statements.

Long-Term Debt — Long-term debt is recognized as a Hability of a governmental fund when due or
when resources have been accumulated in the debt service fund for payment early in the following
year. For other long-term obligations, only that portion expected to be financed from expendable
available financial resources is reported as a fund lability of a governmental fund. The remaining
portion of such obligations is reporled 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.

Fund Balance — FFand balance represents the cash and investments not encumbered by purchase order,
legal contracts, and outstanding warrants.

Revenue, Expenses, and Expenditures

State Sources - Revenues from slate sources for current operations are primarily governed by the state
aid formula under provisions of Article XVIHI, Titde 70, Oklahoma Statutes. The State Board of
BEducation administers the allocation of the state aid funds 1o school districts bused on information

accumuiated rom the districts.,

After review and verification of reports and supporting documentation, the State Department of
Education may adjust subsequent fiscal period allocations of money far prior year errors disclosed by
review., Normally, such adjustments are treated as reductions or additions of revenue of the year when
the adjustment is madc.



Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 1 - Summary of Significant Accounting Policies, (continued)

1.F. Revenue, Expenses, and Expenditures, (continued)

The District receives revenue from the state (o administer certain categorical education programs. The
State Board of Education rules require that revenue earmarked for (hese programs be expended only
for the program for which the money is provided. These rules also require that the money
notexpended as of the close of the fiscal year be carried forward into the following year 1o be
expended for the same calegorical programs.  The State Department of Education requires that
categorical educational program revenues be accounted for in the general fund.

haterfund Transactions - Quasi-external transactions are accounted for as revenues, expenditures or
expenses.  Transactions that constitite reimbursemenis to a fund or expenditures/expenses inifially
made from it that are properly applicabic (o another fund, are recorded as expenditures/expenses in the

fund that is reimbursed.

All other interfund transactions, except quasi-exiernal transactions and reimbursements, are reported
as transfers.

Note 2 — Deposit and Investment Risk

The District held the following deposits and investments al June 30, 2012:

Carrying
Value
Deposits:
Demand Deposits 31,050,134

Time Deposits — Certificate of Deposits
Total Deposits

Investments Other Than Certificate of Deposits: Fair Valug Credit Rating  Maturity Date

None

Reconcitiation to the Combined Statement of Assets, Liabilities and Equity

Cash and Cash Bauivalents $1,046,005

Invesiments

Activity Fund Qutstanding Checks
Taotal Deposits and Investments

Custodial Credit Risk — Exposure 1o custodial credit related 1o deposits exis(s when the District holds
deposits that are uninsured and uncollateralized; collateralized with securities held by the pledging
financial institution, or by its trust depariment or agent but not in the District’s name; or coflateralized
without a written or approved collateral agreement.  Exposure 1o custodial credit risk related to
investments exists when the District holds iavestments that are uninsured and unregistered, with
sccurities held by the counterparty or by its trust department or agent but not in the District’s name.



Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 2 — Deposit and Investment Risk, (continued}

The District’s policy as il relates lo custodial credit risk is to secure its uninswred deposits with
collateral, valued al no more than market value, at least at a level of 100 percent of the uninsured
deposits and accrued interest thercon.  The investinent policy and state law also limits acceptable
collateral 1o U.S. Treasury and agency securitics and direct debt obligations of the state, municipalitics,
counties, and school districts in the state of Oklahoma, surety bonds, and letters of credit. As required
by Federal 12 U.S.C.A., Section 1823(e), all financial institwtions pledging collateral to the District must
have a written collateral agreement approved by the board of directors or loan committee.

AtJune 30, 2012, the Districl was not exposed 1o cusiodial credit risk as defined above.

Investment Credit Risk ~ The District has no investment policy that limits its investment choices other
than the limitations of state law that generally authorize investment in:

1. Direct obligations of the U.S. Government, ifs agencies and instrumentalities to which the full faith
and credit of the U.S. Government is pledged, or obligations to the payment of which the full faith
and credit of the State is pledged. '

2. Certificates of deposit of banks when such cestificates of deposits are securcd by acceptable
collateral for the deposit of public monies.

3. Savings accounts or saving cerlificates to the extent that such accounts or certificales are fully
insured by the United States Government.

4. Repurchase agreements that have underlying collateral including obligations of the Uniied States
government, its agencies and instrumentalities, or the State of Oklahoma.

5. County, municipal or school district debt obligations for which an ad valorem tax may be levied.

6. Money market funds regulated by the SEC and in which investments consist of the investments
consist of obligations of the United States, its agencies and instrumentalities.

7. Warranis, bonds or judgments of the schoo! district.

8. Qualified pooled investment programs through an interlocal cooperative agreement formed pursuant
10 applicable law and to which the board of education has voled to be a member, the invesiments of
which consist of those itlems specified in paragraphs 1 through 7 above, as well as obligations of the
United States agencies and instrumentalities.

9. Any other investment that is authorized by law.

Investment credit risk is the risk that an issuer or other counterparty to an investment will not fulfiil its
obligation, The District has no formal policy Himiting investments based on credil rating, but discloses
any such credit risk associated with their investment by reporting the credit quality ratings of investment
in debt securities as determined by nationaily recoguized statistical rating organizations-rating agencies-
as of the year end. Unless there is information to the contrary, obligations of the U.S. government or
obligations explicitly guaraniced by the U.S, government are not considered to have credit risk and do

not require disclosure of credit quatity.
The district had no investment credit risk as of June 30, 2012, as defined above.

Investment Inferest Rate Risk — Interest rate risk is the risk that changes in interest rales will adversely
affect the fair value of an investment. The District does not have a formal investment policy that limits
investment malturitics as a means of managing its exposure (o fair value losses arising from increasing
interest rates. The Districl discloses it exposure 10 interest rate risk by disclosing the maturity dates of
its various investments. The District had no investment interest rate risk as defined above.



Ninnekah ISD No. 51, Grady County

Note 2 — Deposit and Investment Risk, (continued)

Notes To The Financial Statements
For The Year Ended June 30, 2012

Concentration of Investment Credit Risk — Exposure to concentration of credit risk is considered to
exist when investments in any one issuer represent a significant percent of total investments of the
District (any over 5 percent are disclosed). Investments issued or explicitly guaranteed by the U.S.
government and investments in mutual funds, external investment pools, and other pooled investments
arc excluded from this consideration.  The District places no limit on the amount it may invest in any

one issuer.

At June 30, 2012, the District had no concentration of credit risk as defined above,

Note 3 - General Long-terny Debt

State statutes prohibit the District from becoming indebted in an amount exceeding the revenue o be

received for any fiscal year without approval by the District's voters.

Bond issucs have been

approved by the voters and issued by the District for various capital improvements and transportation
purposes. 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 and capital lease purchases. Debt
service requirements for bonds are payable solely from the fund balance and future revenues of the

debt service fund.

The following is a summary of the long-term debt transactions of the District for the year ended June

30, 2012
Bonds Capital Lease Compensated
Payable Obligations Absences Total
Balance July 1, 2011 870,000 2,515,748 48,651 3,434,399
Additions 325,000 84,660 44,852 454,512
Retirements 330,000 282,832 0 612,832
Balance June 30,2012 865,000 2,317,576 93,503 3,276,079

A brief description of the outslanding gencral obligation bond issues at fune 30, 2012, is set forth

below:;

2009 Building Bonds
2010 Building Bonds
201 T Building Bonds

Totals

Interest Maturity Amount Amount
Rate Date Issued QOulstanding
23510 3.% July 1,2014 % 840,000 % 420,000
20010 3.85% July 1,2015  § 160,000 § 120,000
10010 2.% July 1,2016  § 325,000 § 325,000
$ 1,325,000 % 865,000




Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 3 - General Long-term Debt (continued)

Presented below is a summary of debt service requircments 1o maturily by years and by each bond

issue:
Principal Interest Total
2009 Building Bond
2012-13 $ 210,000 % 10,290 $ 220,290
2013-14 $ 210,000 $ 5,355 % 215,355
Sub Total $ 420,000 % 15,645 § 435,645
2010 Building Bond Principal Interest Total
20i2-13 $ 40,000 % 2,700 & 42,700
2013-14 ¥ 40,000 % 1,900 % 41,900
2014-15 $ 40,000 % 1,000 % 41,000
Sub Total 120,000 5,600 125,600
2011 Building Bond Principal Interest Total
2012-13 $ 81250 % 9640 § 90,890
2013-14 $ 81,250 % 4,020 % 85,270
2014-15 b3 81,250 % 3,060 § 84,310
2015-16 % 81,250 % 1,700 % 82,950
Sub Total 325,000 18,420 343,420
Total Bonds $ 865,000 % 39,665 % 904,665

Interest expense on bonds payable incurred during the current year tolaled $27,220.

The District has enfered into a leasc agreement as lessee for financing the improvements to the
Districts buildings. The lease agreements qualifics as a capital Jease for accounting purposcs since
title transters at the end of the lease term it has been recorded al the present value of the future
minimum lease payments. The lcase confains a clause which gives the District the ability to terminale
the lease agreements at the end of cach fiscal year.



Ninnekah ISD No. 51, Grady County
Notes To The IFinancial Statements
For The Year Ended June 30, 2012

Note 3 - General Long-term Debt (continued)

As noted in Note 1 1o the financial statements, the District does not record fixed assets in the financial
statements. Consistent with this, the Pistrict has not recorded the above assels as assets in the General
Fixed Assets Accomnt Group. The District has recorded the liability for future lease payments in the
general Jong-term debt account group for the above leases, The schedule of future minimum lease
payments under the capital lease and the present value of the net minimum lease payments al June 30,

is as foliows:

Lease
Year Ending Purchase
Lease
Jun 30 Payments
2013 b 177,866
2014 702,866
2015 332,860
2016 432,860
2017 277,866
2018 642,860
2019 201,809
Total $ 2,769,004
Less: Amount Representing Interest b (451,428)
Present Value of Future Minimum Lease Payments $ 2,317,576

Compensated Absences

Upon retirement, thirty-five dollars ($35.00) will be paid for personal days accumulated up 1o ten (10)
days. Upon retirement, employees in the Ninnckah School District will be provided one of two
options: 1) The employee will be paid $11.00 for each day of sick leave accumulated in the Ninnekah
School District up to a maximum of one hundred and twenty (120) days. 2) The employee may usc
the entire 120 days for retirement purposes as aliowed under present Oklahoma State Law.

Employees having over one hundred and twenty (120) days of sick ieave accumalated in the Ninnekah
School District will be paid fifteen ($15) dollars Tor ecach day over the one hundred and twenty (120)

days at the end of the school year.

Below s a breakdown of the DistricUs liability for compensated absences as of June 30, 2012:

Personal Days $23,176
Sick Days 70,327

Total Liabikity $.93,503

16



Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 4 - Employee Retirement System

Plan Description - The District participates in the state-administered Oklahoma Teachers' Retirement
System (the “System”) which is a cost-sharing multiple-employer defined benefit Public Employee
Retirement Systern.  Under the System the District, the State of Oklahoma, and the participating
employees make contributions. 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 20
hours per week. A participant’s date of membership is the date the first contribution is made to the
System. The System is administered by a board of trustees which acts as a fiduciary for investing the
funds and 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 repory, financial statements and required supplementary
information that can be obtained in writing at the Teachers’ Retirement System of Okiahoma, P.G.

Box 53524, Oklahoma City, Ok 73152 or by calling (405) 521-2387.

A participant with five years of creditable service may retire with a normal retirement allowance af the
age of sixty-two or with reduced benefits as early as age fifiy-five. The normal retirement allowance
paid monthly for life and then to beneficiaries, if certain options are exercised, equals two percent or
the average of the highest three earning years of contributory service multiplied by the number of
years of credited service. A participant leaving employment before atlaining retirement age, but
completing ten years of service, may elect to vest his accumulated contributions and defer receipt of a
retirement annuity unti! a later date. When a participant dies in active service and has completed ten
years of credited service, the beneficiary is entitied to a death benefit of $18,000, and the surviving
spouse may, in Heu of the death benefil, elect 1o receive, subject to the surviving spousal options, the
participant’s retirement benefits accrued at the time of death. The contribution rates for the Districts,
which are not actuarially delermined, and its employees are established by statute and applied to the
employee’s earnings, pus employer-paid fringe benefits. The District is required by statuc 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 required contributions on behalf of the
participating members. The required contribution for participating members is 7%.

The District’s contributions to the System for the years ending June 30, 2012, 2011, and 201} were
$194,130, $182,228, and $168,470 respectively.

The compensation for employees covered by the System for the year ended June 30, 2012 was
$2,043,465; the District’s total compensation was $2,406,551. In addition to the District’s 9.50%
contributions, the District was required (o pay into the System 7.00% of compensation arising from
federal grams ($4,983). There were $114,944 contributions made by employees during the year ended

June 30, 2012,

The pension benefit obligation is a standardized disclosure measure of the present value of pension
benefits. This pension valuation method reflects the present value of estimated pension benefits that
will be paid in future years as a result of employee services performed to date and is adjusted for the
effect of projected salary increases. There are no actuarial valuations performed on individual school
districts, The nonfunded pension benefit obligation of the System as determined as part of the latest
actuarial valuation dated June 30, 2011, is as follows:

Total pension obligation $ 17,560,754 ,452
Net assets available for benefits, at cost 9.960,576,151
Nonfunded pension benefit obligation $..7,600,178,301




Ninnekah ISD No. 51, Grady County
Notes To The Financial Statements
For The Year Ended June 30, 2012

Note 4 - Employee Retirement System, (continued)

The System’s accounting records are maintained on the cash basis of accounting, except for accruals
of interest income.

Ten-year historical 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 accumuiation of sufficient assets to pay pension benefits as they come due,

Note 5 - Contingencies

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agency. Any disallowed claims, including amounts already collected, may constitute a tiability of the
applicable funds. The amount, if any, of expenditures which may be disallowed by the grantor cannot
be determined at this time although the District expects such amounts, if any, 1o be immaterial.

Note 6 — Risk Management

The District is exposed to various risks of loss related (o torts, thefl of, damage to, and destruction of
assets, errors and omissions, injuries to employees, employees’ health and life and natural disasters.
The District manages these various risks of loss through the purchase of commercial insurance,
Management believes such coverage is sufficient to preclude any significant uninsured losses 10 the
District. Settled claims have not exceeded this insurance coverage in any of the past three fiscal years.

Note 7 - Use of Estimates

The preparation of financial statements in conformity with the cash basis and budget laws of the
Oklahoma State Department of Education requires management (0 make estimates and assumplions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Note 8 ~ Surety Bonds

The District has a surety bond with The Ohio Casualty Insurance Company that covers the following
employees for the {ollowing amounts:

Adminstrative Assistant § 1,000
Superintendent $ 100,000
Encumbrance Clerk $ 1,000
Minute Clerk 5 1,000
Treasurer $ 100,600
Activity Fund Clerk $ 1,000
Payroll Clerk $ 1,000
Elementary Principal $  L00o

The bond number 1594567 is continuous and has been in effect since April 4, 1988,



OTHER SUPPLEMENTAL INFORMATION




Ninnekah School District No.1-051, Grady County, Oklahoma
Combining Statement of Assels, Liabilities and Cash Fund Balances
Regulatory Basis - All Special Revenue Funds
For the Year Ending June 30, 2012

Child Total
Building Nutrition Coop June 30,

ASSETS Fund Fund Fund 2012
Cash and Cash Equivalents $ 110,737 % 51,632 & 14,655 § 176,824
Investments 0 0 0 0
Total Assets $ 110,737 % 51632 % 14555 & 176,924

LIABILITIES AND FUND BALANCE

Liabilities:
Warrants Payable $ 0 % 7,410 3 1652 & 8,762
Reserve for Encumbrances 0 0 0 0
Total Liabilities $ 6 % 7410 $ 1652 % 8,762

Fund Balance:

Cash Fund Balance $ 110,737 &% 44,622 & 12903 $ 168,162
Total Fund Balance $ 110,737 § 44522 % 12,903 $ 168,162
Total Liabilities and Fund Balance $ 110,737 $% 51,632 § 14555 § 176,924

Exhibit A-1



Ninnekah School District No.I-051, Grady 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 Scurces
Intermediale Sources
State Sources
Federal Sources
Non-Revenue Receipts

Total Revenue Colflected

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

Tofal Expenditures Paid
Excess of Revenues Collected Over (Under)

Expenditures Paid Before Adjustments 1o
Prior Year Encumbrances

Adjustments to Prior Year Encumbrances

Other Financing Sources (Uses):
Estopped Warranis
Transfers fn
Transfers Out

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

Fund Balance - Beginning of Year

Fund Balance - End of Year

Child Total
Building Nutrition Cooperative June 30,
Fund Fund Fund 2012
91,126 $ 33 % 0% 91,159
0 0 0 0
1,199 24914 52,515 78,627
0 216,310 G 216,310
0 41 0 41
92,325 & 241,208 % 52515 § 386,137
0% 0% 54,432 % 54,432
2,492 0 o 2,492
¢ 310,322 0 310,322
67,866 0 0 67,866
0 0 0 0
0 0 D 0
0 0 0 0
0 0 0 0
70,358 § 310,322 § 54432 % 435112
21,967 § {69,024) % (1,917) § (48,975}
C 3 0% 0% 0
375 § 7% 0% 382
0 42,697 0 42,697
0 0 0 0
375 § 42,704 § 0% 43,079
22342 % (£6,320) $ (1,017) § (5,896)
£8,395 70,842 14,821 174,058
110,737 $ 44,522 § 12,903 % 168,162

Exhibit A-2
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Combining Assets, Liabilities and Fund Equity
Activity Fund - Regulatory Basis
For the Year Ending June 30, 2012

School

Activity
ASSETS Fund
Cash $ 51,482
Investments 0
Tolal Assets $ 51,482
LIABILITIES AND FUND EQUITY
Liabilities:

Due To Activity Groups $ 51,482
Total Liabilities $ 51,482
Fund Equity:

Unreserved/Undesignated $p 0

Total Liabilities and Fund Fquity $ 51,482
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Ninnekah School District No.I-051, Grady County, Oklahoma
Combining Statement of Changes in Assets and Liabilities

ACTIVITIES

Chiid Nutr Program
General Miscellaneous
Athletics

First Grade Supplies
Jeffries Supplies
Lovell Supplies

FFA

Student CGouncil
Yearbook

Gann Supplies
Elementary

Clearing Refund Account
Robinsaen Supplies
Science Club

Library

HS Cheerleaders
Spirit Club

Fitzwater Supplies
Elementary STUCO
Elem GT

Class of 2015

Ratzlaff Supplies
Flower Fund

Burns Supplies

7th & 8thCenter

Harrell Supplies
Educational Foundation
Spanish Club

Class of 2018
Academic Team
Record Searches
Brookshire/lLawier Supplies
Chess Club

Pre K Supplies-Fergason
Class of 2014

Drama Club

Arl Ciub

Rowell Supplies

Class of 2013

Ciass of 2017

Music

6th Supplies

Class of 2012

CPR Class

Total Activities

Regulatory Basis - Activity Fund
For the Year Ending June 30, 2012

Balance Balance
July 1, 2011 Additions Deletions June 30, 2012
0 % 42,688 $ 42,688 $ 0
4,556 16,524 19,528 1,552
7.374 41,939 47 626 1,687
67 2,386 2,392 61
57 3,006 2,582 481
14 1,002 990 26
20,010 89,422 91,329 18,103
345 633 952 26
7,075 9,088 15,039 1,124
0 581 358 223
7,250 18,071 13,815 11,506
0 3,246 3,246 0
72 2,940 2,543 469
509 0 108 401
295 7,832 7,939 188
2,905 4,316 7,073 148
4786 7,482 6,615 1,343
270 970 1,117 123
71 ¢ 0 71
835 0 291 544
241 0 G 241
3,324 1,486 2,099 2,711
739 683 753 669
1,390 791 1,577 604
376 2,365 2,100 641
77 529 484 122
200 0 0 200
2,561 0 143 2,418
452 327 190 589
84 0 66 18
90 225 225 a0
493 3,643 3,949 187
47 6] 0 47
530 738 983 285
400 5,891 5,167 1,124
348 0 0 348
31 1,424 845 610
156 0 88 68
664 5,183 4,258 1,589
11 222 11 222
20 0 20 0
550 2,067 2,101 516
956 1,155 2,069 42
65 0 65
65,9686 % 278,855 % 293,359 ¢ 51,482
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NINNEKAH SCHOOL DISTRICT #1-51

GRADY COUNTY — OKLAHOMA

SCHEDULE OF ACCOUNTANT'S PROFESSHONAL
LIABILITY INSURANCE AFFIDAVIT

JULY 1, 2011 TO JUNE 30, 2012

STATE OF OKLAHOMA )

)
COUNTY OF GARFIELD )

The undersigned auditing firm of lawful age, being first duly sworn on oath says that said firm had in full
force and effect Accountant’ Professional 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
Ninnekah School District #1-51, Grady County, Oklahoma, for the audit year 2011-12.

Chas. W. Carroli, PA
Auditing Farm

By: /,/Z///%’
o
hworp te-before me this e% day of Mmm.
‘{:I'{“S ”'

~ 5 S‘B_RY Lt .
il 45 0@.(4 :
Notary Public

Subscribed 4

VT

\19

My Commission expires January 29,%

Y
LTI
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Chas. W. Carroll, P.A.

The Broadway Tower — Suite 805 Enid, Oklahoma 73701
114 E. Broadway Phone 580-234-5468
Fax 580-234-5425

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

The Honorable Board of Education
Ninnekah School District #1-51
Grady County, Oklahoma

} have audited the accompanying fund type and account group financial statements of the Ninnekah School
District #1-51 , Grady County, Oklahoma, as listed in the Table of Contents as combined financial statements
as of and for the vear ended June 30, 2012, and have issued my report thereon dated March 14, 2013, The
report on 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 Education, which is a material departure from accounting principles generally
accepted in the United States of America. My opinion regarding the presentation of the financial statements
referred to above in conformity with the prescribed basis of accounting was gualified due to a departure
related to general fixed assefs. | 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 Comptroiler General of the United States.

internal Control Qver Financial Reporting
Management of the District is responsible for establishing and maintaining effective internal control over

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

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

My consideration of internai 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 the internal controt over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. | did not identify any
deficiencies in internal control over financial reporting that | consider to be material weaknesses, as defined

above.
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INTERNAL CONTROL/ICOMPLIANCE REPORT
Ninnekah School District #1-51
Page Two

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the District's financial statements are free of

material misstatement, | performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, nhoncompliance with which could have a direct and material effect on the determination
of financial statement amounts. However, providing an opinion on compliance with those provisions was not
an objective of my audit and, accordingly, | 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.

I noted certain matters that | reported to management of the District in a separate letter titled Current Year
Audit Exceptions and Recommendations as item B-1,

The District's response to the findings identified in my audit is described in the accompanying school's
corrective action plan. | did not audit the District’'s response and, accordingly | express no opinion on it.

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 Board and is not intended to be

and should not be used by anyone other than these specified parties.

1l 7

Sincerely,

ol

Chas. W. Carroii,
March 14, 2013
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Chas. W, Carroll, P.A.

The Broadway Tower — Suite 805 Enid, Gklahoma 73701
114 E. Broadway Phone 580-234-5468
Fax 580-234-5425

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

Honorable Board of Education
Ninnekah School District #1-51
Grady County, Okiahoma

Compliance
i have audited the compliance of Ninnekah School District #1-51 , Grady County, Oklahoma with the types of

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

audit.

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

In my opinion, Ninnekah Scheool District #1-51 complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June 30, 2012,
The results of my auditing procedures disclosed no instances of noncompliance with those requirements that

are required o 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 Jaws, regulations, contracts, and grants applicable to federal programs.
In planning and performing my audit, | considered the District's internal control over compliance with
requirements that could have a direct material effect on a major federal program in order to determine my
auditing procedures for the purpose of expressing my opinion on compfiance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, | do not express
an opinion on the effectiveness of the District’s internal control over compliance.
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Compliance/Internal Control Report (Federal)
Ninnekah School District #1-51
Page Two

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 thewr assigned
functions, to prevent or detect and correct noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in inteinal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compiiance requirement of a federail 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 necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. | did not identify any deficiencies in internal control over

compliance that we consider to be material weaknesses, as defined above,

This report is intended solely for the information and use of the federal awarding agencies and pass-through
entities, schoo! administration, others within the organization, and the School Board and is not intended to be

and should not be used by anyone other than these specified parties.

Sincerely

%Z //,Z@//%f/%

Chas. W. Carroll, P7A.
March 14, 2013
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OTHER INFORMATION




NINNEKAH ISD NO.51, GRADY COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2012

SECTION 1 Summary of Auditor's Results

Financial Statements

Adverse
(Due to F/S being prepared on a
regulatory basis of accounting.)

1. Type of auditor's report issued

2. Internal Control over financial reporting:

a. Material weaknesses identified? No
b. Significant deficiencies identified not considered to be materiai weaknesses? No
c. Noncompliance material fo the financial statements noted? No
Federal Awards
1. Internal control over major programs:
a. Material weaknesses identified? No
b. Significant deficiencies identified not considered to be a material weakness? None reported
2. Type of auditor's report issued on compliance for major programs: Unqualified
3. Any audit findings disclosed that are reguired to be reported in accordance
with Circular OMB A-133, Section 510(A)? No
4. |dentification of major programs:
Name of Federal Program
Title |
Child Nutrition
5. Doflar Threshold used to distinguish between Type A and Type B programs: $300,000
6. Auditee gualified as a low-risk auditee under OMB A-133, Section 5307 No

SECTION 2
Financial Statement Findings:

None

Major Federal Award Programs Findings and Questioned Costs:

Neone Reported
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NINNEKAH SCHOOL DISTRICT #1-51
GRADY COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

DISPOSITION OF PRIOR YEAR FINDINGS
JUNE 30, 2012

No matters were reported.
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NINNEKAH SCHOOL DISTRICT #-51
GRADY COUNTY ~ OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

CURRENT YEAR AUDIT EXCEPTIONS AND RECOMMENDATIONS

Specific Administrative Controls

Internal Control

B-1 Federal Program Coding Requirements

The District coded expenditures in excess of the allocated revenues received for the Title H, Part D federal
program in the amount of $328.00. The District also coded expenditures of $983.84 to the Title IV, Drug Free
Schools Program which was not allocated to the District.  Proper coding is reguired in order to track the
District's actual federal expenditures associated with each program.

PAGE 24



NINNEKAH SCHOOL DISTRICT #i-51
GRADY COUNTY - OKLAHOMA
JULY 1, 2011 TC JUNE 30, 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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