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J ack H. Jeﬂkins, CPA AProfess;iortql.COrporation

INDEPENDENT AUDITOR’S REPORT

" The Honorable Board of Education
‘Oklahoma Virtual Charter Academy School District No. E- 014

NlCOIIlEi Park, OkIahoma 73066

I have audited the accompanymg regulatory basrs ﬁnancral statements of Oklahoma Virtual
Charter Academy School District No. E-014, Nicoma Park, Oklahoma, as listed i in the table of
contents as of and for the yéar ended June 30, 2012. These financial statements are the

~ responsibility of the Dlstrlct s management. My respon51b1hty is to express an opinion on these

financial statements based o my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United

‘States of America and Government Auditing Standards, issued by the Comptroller General of the

United States. Those standards tequire 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 combined financial

- statement presentation. I believe that my audit provides a reasonable basis for my opinio,n.

'As discussed in' Note 1 these financial statements were prepared in conformity with the

accounting and financial reporting regulations prescribed by the Oklahoma State Department of
Education that demonstrates compliance with the cash basis and budget laws of Oklahoma,
which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America. The differences between the regulatory basis of
accounting and accounting prmc:lples generally accepted in the United States of America are also
described in Note 1.~

Also, as discussed in Note 4, the regulatory basis financial statements referred to above do not
include a proper breakdown of the actual expenditures by function dimension as described in the.
Oklahoma Cost Accounting System (OCAS) manual as requ1red by the Oklahoma State
Departrnent of Education.
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- In my opinion, because of the District’s policy to prepare its financial statements on the basis of .
accounting discussed in the third paragraph, the financial statements referred to above-do not
- present- fairly in all material respects, in conformity .with accounting. prmmples generally '
- accepted in the United States of America, the financial position of Oklahoma Virtual Charter .

Academy School District No. E 014; Nicoma Park, Oklahoma as of June 30 2012 and the
resulis of its operatlons for the year then ended ' :

However in my oplmon except for the omission of a proper breakdown of the actual

-expendltures by the function dimension, which results in an incomplete presentation as explained

in the fourth paragraph the financial statements referted to above present fairly, in all material
respects, the assets, liabilities, and equity arising from regulatory basis transactions of each fund
type and account group, where applicable, of Oklahoma Virtual Charter Academy “School

‘District No. E-014, Nicoma Park, Oklahoma, as of June 30, 2012, and the revenues collected and -
- expenditures paid for the year then ended on the regulatory basis of accounting described in Note

In e.ecordance with Government Auditing _Sranddrds, I have also issuied a report dated May 23, .
2013, on my consideration of the District’s internal control over financial reporting and my tests

. ofits comphance 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 that testing, and not to prov1de o

an opinion on the internal control over financial reporting or on compliance. That report is an

integral part of an audit performed in accordance with.Government Auditing Standards and-
should be considered i in assessmg the results of my audit.

My audit was conducted for the purpose of forming an oplnion on the regulatory basis financial

~ statements that collectively comprise Oklahoma Virtual Charter Academy School District No. E-
014’s basic financial statements. :

. 'Certiﬂed Public Accountant, P.C.

May 23, 2013



T

COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS



6’ 5

OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-014, OKLAHOMA COUNTY
COMBINED STATEMENT OF ASSETS, LIABILITIES AND CASH FUND BALANCES -

REGULATORY BASIS - ALL FUND TYPES

JUNE 30,2012
ASSETS
Cash
LIABILITIES AND FUND EQUITY
Liabilities
Warrants payable
Encumbrances
Total liabilities
Cash Fund Balances
Unassigned

Total Liabilities and Fund Equity

GOVERNMENTAL
FUND TYPES

GENERAL

$ 717,386

16,077
702,309

717,386

$ 717,386

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



OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-014, OKLAHOMA COUNTY
COMBINED STATEMENT OF REVENUES, EXPENDITURES

/" -
& AND CHANGES IN CASH FUND BALANCES
REGULATORY BASIS - ALL GOVERNMENTAL FUND TYPES
JUNE 30, 2012
: ' GOVERNMENTAL
i FUND TYPES
| - GENERAL
Revenues
Local sources $ 62,849
Per Capita sources 1,837,718
Total revenues 1,900,565
Expenditures
Non-categorical - See Note 4 3,827,149
Total expenditures 3,827,149
Revenues over (under) expenditures _ (1,926,584)
L Other financing sources (uses)
L) In-kind contribution 1,926,904
Bank charges (320)
Total other financing sources (uses) 1,826,584
Jf |
‘ Revenue and other sources over (under)
| expenditures and other uses .
Cash fund balance, beginning of year -
Cash fund balance, end of year $ _ -

The notes to the combined financial statements are an integral part of this statement
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO, E-014, OKLAHOMA COUNTY
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -
REGULATORY BASIS - BUDGETED GENERAL FUND

JUNE 30, 2012
GENERAL FUND
ORIGINAL FINAL
BUDGET BUDGET ACTUAL
Revenues
Local sources $ - 4,508 62,849
Per Capita sources 1,913,955 1,837,716
Total revenues - 1,918,463 1,900,565
Expenditures _
Non-categorical -See Note 4 1,018,463 3,827,148
Total expenditures _ - 1,918,463 3,827,149
Revenues over (under) expenditures - - (1,926,584)
Other financing sources (uses)
In-kind contribution : 1,926,904
Bank charges (320)
Total other financing sources (uses) 1,926,584
Revenue and other sources over (under)
expenditures and other uses - ' -
Cash fund balance, beginning of year - - -
Cash fund balance, end of year $ - - -

The notes to the combined financial statements are an integral part of this statement
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies

The accompanying financial statements of the Oklahoma Virtual Charter Academy No. E-
14 (the “School”) conform to the regulatory basis of accounting, which is an other
comprehensive basis of accounting prescribed by the Oklahoma State Department of
Education and conforms to the system of accounting authorized by the State of Oklahoma.
Accordingly, the accompanying financial statements are not intended to present financial
position and results of operations in conformity with accounting principles generally
accepted in the United States of America. The School’s accounting policies are described
in the following notes that are an integral part of the School’s financial statements. The
School has adopted the Governmental Accounting Standards Board (GASB 54), Fund
Balance Reporting and Governmental Fund Type Definitions, which redefines the fund
balance classifications from the previous two (2) into a possible five (5) classifications.

A. Reporting Entity

The School is a not for profit corporation in the State of Oklahoma filed with the Secretary
of State as Oklahoma Skynet, Inc. on April 27, 2011. The School will be applying for
exemption from federal income tax under Section 501(a) of the Internal Revenue Code as a
Section 501(c)(3). Upon approval, the School will be considered a public charity and will
not be subject to income taxes.

The School 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
School Code contained in Title 70, Oklahoma Statutes.

The governing body of the School is the Board of Education composed of appointed
members. The appointed director is the executive officer of the School.

In evaluating how to define the School, for financial reporting purposes, management has
considered all potential component 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
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 limited to, the selection of governing authority,
the designation of management, the ability to significanily influence operations, and
accountability for fiscal matters. A second criterion used in evaluating potential

-8-
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. OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY

NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies- contd.

A. Reporting Entity- contd.

component units is the scope of public service. Application of this criterion involves
considering whether the activity benefits the School and/or its citizens, or whether the
activity is conducted within the geographic boundaries of the School and is generally
available to its patrons. A third 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 School is able to exercise oversight responsibilities.
Based upon the application of these criteria, there are no potential component units
included in the School’s reporting entity, however, the school does have related parties.

B. Measurement Focus

 The accounts of the School are organized and operate on the basis of funds. A fund is an
independent fiscal accounting entity with a self-balancing set of accounts. Fund accounting
segregates funds according to their intended purpose and is used to aid management in
demonstrating compliance with finance-related legal and contractual provisions. The
minimum number of funds is maintained consistent with legal and managerial
requirements.

The School has the following fund type:

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). Basis of accounting refers to
when the revenue and expenditures or expenses are recognized in the accounts and reported
in the financial statements. Basis of accounting relates to the timing of the measurements
made, regardless of the measurement focus applied. All governmental type funds are
accounted for using the Regulatory (Statutory) basis of accounting. All revenues from all
sources, including entitlements, grants, and shared revenues are recognized when they are
received rather than earned.

Expenditures are generally recognized when encumbered or reserved rather than at the time
the related liability is incurred. Compensated absences and claims and judgments are
recognized when the obligations are expected to be liquidated with expendable available
financial resources. These practices differ from generally accepied accounting principles.

9.
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Summary of Sigﬁiﬁcant Accounting Policies- contd.
B. Measurement Focus - contd.
Governmental funds include the following fund type:

General Fund — is the primary operating fund of the School. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund. This is a budgeted fund, and any fund balances are considered as resources available
for use. Major revenue sources include state funding passed through Choctaw-Nicoma Park
School District, and various local sources and state grants. Expenditures include all costs
associated with the daily operations of the schools except for programs funded for building
repairs and maintenance, school construction and debt service on bonds and other long-
term debt. The general fund also accounts for federal and state financed programs where
restricted monies must be expended for specific programs. When the School incurs and
expense for which it may use either restricted or unrestricted funds, it uses restricted
resources first.

C. Basis of Accountin g and Presentation

The School prepares its financial statements in a presentation format that is prescribed by
the Oklahoma State Department of Education. This format is essentially the generally
accepted form of presentation used by state and local governments prior to the effective
date of GASB Statement No. 34, Basic Financial Statemenis-Management'’s Discussion
and Analysis-for State and Local Governments. This format significantly differs from that
required by GASB 34.

The financial statements are essentially prepared on a basis of cash i'eceipts and
disbursements modified as required by the regulations of the Oklahoma State Department
of Education (OSDE) as follows:

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

- Investments are recorded as assets when purchased.

- Tnventories of school supplies are recorded as expenditures and not as assets.

- Warrants payable are recorded as liabilities when issued.

- Long-term debt is recorded when incurred.

- Compensated absences are recorded as an expenditure and liability when the obligation
is paid.

-10-
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2012

Summary of Significant Accounting Policies- contd.
C. Basis of Accounting and Presentation — conid.

This regulatory basis of accounting 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 earned, and expenditures or expenses to be
recognized when the related liabilities are incurred for governmental fund types; and, when
revenues are carned. '

D, Assets, Liabilities, Cash Fund Balance, Revenues and Expenditures

Deposits and Investments — State statutes govern the School’s investment policy.
Permissible investments include direct obligations of the United States Government and
Agencies; certificates of deposit of savings and loan associations, and bank and trust
companies; and savings accounts or savings certificates of savings and loan associations,
and trust companies, Collateral is required for demand deposits and certificates of deposit
for all amounts not covered by federal deposit insurance. Investments are stated at cost.
The School invests entirely in certificates of deposit, U. S. Treasury Securities, and
participates in the Secured Investment Program of Oklahoma State School Boards
Association, as authorized by Oklahoma Statutes Title 62, Section 348.

Fair Value of Financial Instruments — The School’s financial instruments include cash and

investments. The School’s estimate of the fair value of all financial instruments does not

differ materially from the aggregate carrying values of its financial instruments recorded in
the accompanying balance sheet. The carrying amount of these financial instruments
approximates fair value because of the short maturity of these instruments,

Estimates — The preparation of financial statements in conformity with the regulatory basis
of accounting requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Interfund Transactions — Interfund transactions are accounted for as revenues, expenditures
or expenses. Transactions constitute reimbursements to a fund or expenditures/expenses
initially made from it that are properly applicable fo another fund are recorded as

expenditures/expenses in the fund that is reimbursed. Non-recurring or non-routine

permanent transfers of equity are reported as residual equity transfers.

-11-



)

OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies- contd.
D. Assets, Liabilities, Cash Fund Balance, Revenues and Expenditures- contd.

Inventories — Inventories consist of minimal amounts of expendable supplies held for
consumption. The value of consumable inventories at year-end is not material to the
School’s financial statements. The cost of inventories are recorded as expenditures when
encumbered and purchased rather than when consumed.

Fixed Assets — The regulatory basis of accounting prescribed by the Oklahoma State Board
of Education does not require the presentation of a General Fixed Asset Account Group. As
a result, the School has not maintained a record of its general fixed assets, and, accordingly,
a statement of general fixed assets required by generally accepted accounting principles
prior to the issuance of GASB No. 34, is not included in the financial statements. (Feneral
fixed assets purchased are recorded as expenditures in the various funds at the time of
purchase.

Cash Fund Balance Classifications —

Restricted Cash Fund Balance — Cash fund balance should be reported as restricted when
constraints placed on the use of resources are either;

- Externally imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments; or '
- Imposed by law through constitutional provisions or enabling legislation.

Unassigned Cash Fund Balance — Unassigned cash fund balance is the residual
classification for the general fund. This classification represents fund balance that has not
been assigned to other funds and that has not been restricted, committed, or assigned to
specific purposes within the general fund.

Local Revenues — Local sources of revenues include interest earnings, tuition, fees, rentals,
disposals, commissions and reimbursements.

State and Per Capita Revenues - Revenues from state sources for curtent operations are
primarily governed by the state aid formula under the provisions of Article XVIII, Title 70,
Oklahoma Statutes. The State Board of Education administers the allocation of state aid
funds to schools. For purposes of funding, a charter school is considered a site within the
school district in which the charter school is located. A charter school is to receive from the
sponsoring district, the state aid revenue generated by its students for the applicable year,

-12-
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
' FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies- contd.
D, Assets, Liabilities, Cash Fund Balance, Revenues and Expenditures- contd.

less up to 5% of the total, which may be retained by the sponsoring school district as a fee
for the administrative services rendered.

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

The School receives revenue from the state (through their sponsor) to administer certain
categorical educational programs, State Board of Education rules require that revenue
earmarked 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 to be expended for the same categorical programs.
The State Department of Education requires categorical educational program revenues be
accounted for in the general fund.

The aforementioned state revenues are apportioned to the School’s general fund. State
revenues received indirectly from Choctaw-Nicoma Park School District are shown in the
report as “Per Capita Sources.”

Federal Revenues - Federal revenues consist of revenues from the federal government in
the form of operating grants or entitlements. An operating grant is a contribution to be
used for a specific purpose, activity or facility. A grant may be received either directly
from the federal government or indirectly as a pass-through from another government, such
as the state. Entitlement is the amount of payment to which the School is entitled pursuant
to an allocation formula contained in applicable statutes. There were no federal revenues
received by the School in the current fiscal year.

Instruction Expenditures - Instruction expenditures include the activities dealing directly
with the interaction between teachers and students. Teaching may be provided for students
in a school classroom, in another location, such as a home or hospital, and in other learning
situations, such as those involving co-curricular activities. It may also be provided through
some other approved medium, such as television, radio, telephone and correspondence.
Included here are the activities of teacher assistants of any type (clerks, graders, teaching
machines, etc.), which assist in the instructional process. The activities of tutors,
translators and interpreters would be recorded here. Department chairpersons who teach

-13-



OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012 :

Summary of Significant Accounting Policies- conid.
D. Assets, Liabilities, Cash Fund Balance, Revenues and Expenditures- contd.

for any portion of time are included here. Tuition/transfer fees paid to other LEAs would
be included here.

Support Services Expenditures - Support services expenditures provide administrative,
technical (such as guidance and health) and logistical support to facilitate and enhance
instruction. These services exist as adjuncts for fulfilling the objectives of instruction,
community services and enterprise programs, rather than as entities within themselves.

Operation of Non-Instructional Services Expenditures - Activities -concerned with
providing non-instructional services to students, staff or the community.

Facilities Acquisition and Construction Services Expenditures - Consists of activities
involved with the acquisition of land and buildings; remodeling buildings; the construction

of buildings and additions to buildings; initial installation or extension of service systems
and other built-in equipment; and improvement to sites.

Other Outlays/Uses Expenditures - A number of outlays of governmental funds are not
properly classified as expenditures, but still require budgetary or accounting control, These
are classified as Other Outlays. These include debt sevice payments (principal and
interest) when applicable. Other uses include scholarships provided by private gifts and
endowments; student aid and stafl awards supported by outside revenue sources (i.e.,
foundations). Also, expenditure for self-funded employee benefit programs administered
either by the School or a third party administrator.

Repayment Expenditures - Repayment expenditures represent checks/warrants issued to
outside agencies for refund or restricted revenue previously received for overpayment, non-
qualified expenditures and other refunds to be repaid {rom School funds.

Stewardship, Compliance and Accountability
Budgetary Information

The School is required by state law to prepare an annual budget. Under current Oklahoma
- Statutes, a formal Estimate of Needs (Budget) is required for all funds except for trust and
agency funds. Budgets are presented for all funds that include the originally approved
budgeted appropriations for expenditures and final budgeted appropriations as adjusted for

-14-
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Stewardship, Compliance and Accountability

Budgetary Information — contd.

supplemental appropriations and approved transfers between budget categories. The annual
Estimate of Needs, when approved by the Board and subsequently filed with the County
Clerk and approved by the County Excise Board becomes the legal budget, Supplemental
appropriations, if required, were made during the year and are reflected on the budget vs.
actual presentations shown as original budget and final budget.

Encumbrances represent commitments related to underperformed contracts for goods or
services. Encumbrance accounting — under which purchase orders and other commitments
of resources are recorded as expenditures of the applicable fund - i utilized in all
Governmental Fund of the School. Purchase orders or contracts document encumbrance for
goods or purchased services. Under Oklahoma law, unencumbered appropriations lapse at-
year-end.

Detailed Notes Concerning the Funds
Deposits and Investments
Custodial Credit Risk

Exposure to custodial credit risk related to deposits exists when the School holds deposits
that are uninsured and uncollateralized; collateralized with secuxities held by the pledging
financial institution, or by its trust department or agent but not in the School’s name; or
collateralized without a written or approved collateral agreement. Exposure to custodial
credit risk related to investments exists when the School holds investments that are
uninsured and unregistered with securities held by the counterparty or by its trust
department or agent but not in the School’s name.

The School’s policy as it relates to custodial credit risk is to secure its uninsured deposits
with collateral, valued at no more than market value, at Jeast at a level of 100 percent of the
uninsured deposits and accrued interest thereon. The investment policy and state law also
limits acceptable collateral to U.S. Treasury and agency securities and direct obligations of
the state, municipalities, counties, and schools 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
institutions pledging collateral to the School must have a written collateral agreement
approved by the board of directors or loan committee.

-15-
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Detailed Notes Concerning the Funds
Deposits and Investments - contd. |

At June 30, 2012, the School held deposits of approximately $717,386 at financial
institutions. The School’s cash deposits, including interest-bearing certificates of deposit,
did not appear to be covered by Federal Depository Insurance (FDIC) or direct obligation
of the U.S. government insured or collateralized with securities held by the School or by its
agent in the School’s name. Therefore, the School was exposed to custodial credit risk as
defined above.

Investment Interest Rate Risk

The School does not have a formal investment policy that limits investment maturities as a
means of managing its exposure io fair value losses arising from increasing interest rates.

Investment Credit Risk

The School has no policy that limits its investment choices other than the limitation of state
law that generally authorize investment in:

a. Direct obligations of the U.S. Government, its 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.

b. Certificates of deposit or savings accounts that are either insured or secured with
acceptable collateral with in-state financial institutions, and fully insured certificates of
deposits or savings accounts in out-of-state financial institutions.

c. With certain limitation, negotiable certificates of deposit, prime bankers acceptances,
prime commercial paper and repurchase agreements with certain limitations.

d. County, municipal or school tax supported debt obligations, bond or revenue
anticipation notes, money judgments, or bond or revenue anticipations notes of public
trusts whose beneficiary is a county, municipality or school.

e. Notes or bonds secured by mortgage or frust deed insured by the Federal Housing
Administrator and debentures issued by the Federal Housing Administrator, and in
obligations of the National Mortgage Association.

f. Money market funds regulated by the SEC and in which investments consist of the
investments mentioned in the previous paragraphs (a.-d.).

The School did not have any investments at June 30, 2012.

-16-
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Other Information

A. Contingencies

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

B. Risk Management

The School is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The School continues to carry commercial insurance for these risks, including general and
auto liability, property damage, and public officials liability. Settled claims resulting from
these risks have not exceeded the commercial insurance coverage in any of the past three
fiscal years.

C. Expenditure Classifications
The School did not properly classify all expenditures during the year to the Oklahoma
Costs Accounting System, as mentioned in the audit finding 2012-01. Therefore, the
expenditures could not be properly broken down by the function code dimension as
required by the Oklahoma State Department of Education. The expenditures have been
listed as non-categorical for the purposes of this report.

D. Employee Retirement System and Plan

The School has chosen not to participate in the Oklahoma Teacher’s Retirement System.
E. Surety Bonds

The School does not currently have a surety bond for any financing officers.

-17-
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Other Information
F. Related Parties

All officers of the School are employees of K12, Inc. (K12). K12 provides certain services
to the School (see Note 4-H). The School makes payments to K12 for educational products,
professional services and reimbursements (see Note 4-H). A provision in the KI2
agreement provides for the issuance of accommodation credits to ensure the School does
not end a fiscal year in a negative net asset position. At June 30, 2012, in-kind
contributions (see Note 4-G) were $1,926,904, which was the net result of the total billed
amount from K12 of $3,619,439 less payments made of $990,226 and reserve for
encumbrances of $702,309.

G. In-kind Contributions

As mentioned in the related party note above (see Note 4-F), the School has an agreement
with K12, whereby, if the total expenditures exceed the amount of funds available, the
related party, K12, will issue a “deficit credit” or what is referred to in the financial pages
as an in-kind contribution for the amount of expenditures that would cause the School to go
into a fund balance deficit. Any excess expenditure owed to the related party is thus
forgiven,

H. Commitments

Management Agreeement — On July 1, 2011, the School entered into a ten-year agreement
with K12 to provide management and technology services. The fee for the management
and technology services is based on a percentage of qualified revenues. The rate in effect
for the year ended June 30, 2012 was 15% for management services and 7% for technology
services — for a total of 22% of qualified revenues. K12 also provides materials,
curriculum, and computers to the school.

L Subsequent Events

Management has evaluated subsequent events through May 23, 2013, which is the date the

financial statements were available to be issued and have determined that no additional

information needs to be added to the financial statements.
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Jac-k He J enkiﬂs, CPA AProféssibnal Corporation

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS ~ REGULATORY BASIS PERFORMED IN ACCORDANCE WITH
GOI/ERNMENT A UDI TING STANDARDS

The Honorable Board of Education
Oklahoma Virtual Charter Academy School D1strlct No. E-014
Nicoma Park, Oklahoma 73066

1 have audited the regulatory basis financial statements of Oklahoma Virtual Charter Academy

School District No. E-014, Nicoma Park, Oklahoma, as of and for the year ended June 30, 2012, and
have issued my report thereon, dated May 23, 2013, The audit opinion was adverse to generally
accepted accounting principles because the District prepares its financial statements on a basis of
accounting prescribed by the Oklahoma State Department of Education that complies with the cash
and budget laws of Oklahoma, which is a comprehensive basis of accounting other than generally
accepted accounting principles and qualified as to the preparation of financial statements prepared on
that basis. I conducted my audit in accordance with generally accepted auditing standards 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.
Internal Control Over Financial Reporting

Tn planning and performing my audit, I considered the Distric’s internal control over financial
repotting as a basis for designing my auditing procedures for the purpose of expressing my oplmon

on the combined financial statements - regulatory basis, but not for the purpose of expressing an

opinion on the effectiveness of the District’s internal control over financial reporting. Accordingly, I
do not express an opinion on the effectiveness of the -District’s internal control over financial
reportmg

A deficiency in internal control exists when the design or operation of a control does ot allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect 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 financial reporting that might be deficiencies, significant deficiencies, or material weaknesses.
There can be no assurance that all deficiencies, signiﬁcant deficiencies, or material weaknesses have
been identified. I did not identify any deficiencies in internal control over financial reporting that [
consider to be material weaknesses, as defined above.
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Comphance and Other Matters

As part of obtalmng reasonable assurance about Whether the D1strlct s ﬁnanclal statements are free of

- material misstatement, - I performed ' tests of its. comphanee with certain provisions of laws,

regulations, contracts and grant agreements, noneornphance with which could have a direct and -
material effect on the determination of financial statement amounts. However, providing an opinicn
on comphance with those provisions was not an objective of my audit and, accordingly, I do not
express such an opinion. The results of my tests disclosed. nine (9) instances of: noncomphanee or .
other matters that are requxred to be reported under Government Audztmg Standards and which are -

described in the accompanying Schedule of Findings. I also reported these matters to the Dlstnct 'S - &
: .management ina separate letter dated May 23, 2013

' The District’s response to the ﬁndmgs 1dent1ﬁed n my aucht is described in the letter followmg the

Sehedule of Findlngs I did not audlt the DlStl‘lCt s response and aceordmgly, 1 express no opnnon

T on it

Thi's reporti is intended solely for the information of th“e school board, tnanagement Oklahoma State -

. Auditor and Inspector’s Office and the Oklahoma State Department of Education, and is not mtended |
to be and should not be used by anyone other than these spemﬁed parties. '

Cettified Pf bllc Accountant P.C.

_ May 23,'2013
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
SCHEDULE OF FINDINGS
JULY 1, 2011 TO JUNE 30, 2012

2012-01 — Accounting Software

Condition: The School did not contract with an accounting software during the fiscal year that
was recommended by the Oklahoma State Department of Education. The software was necessary
for entering the proper revenue and expenditures coding under what is referenced in the
Oklahoma Cost Accounting System (OCAS) manual.

Criteria;  The School must utilize software that is on the Oklahoma State Department of
Education’s recommended list of approved accounting software.

Effect: The School did not enter revenue and expenditures during the year with a software
vendor that was on the approved list. A software company on the approved list was hired to
convert their revenue and expenditures entered on a non-approved software form to OCAS
coding at the end of the year in order to report to the Oklahoma State Department of Education.

Recommendation: 1 recommend that the School implement an accounting software system that
is on the list approved by the Oklahoma State Department of Education.

2012-02 — Oklahoma Cost Accounting System

Condition: The School submitted a report at the end of the year that did not adequately reflect
the revenue and expenditures for the year. The revenue did not nef the sponsor fees from the state
aid portion as was the case. The state aid revenue less the sponsor fee should have been coded to
revenite source 5800 — Charter School reimbursement. Also, the school showed salaries and
benefits on the OCAS report even though no salaries were processed through the School for the
year, but processed indirectly through the related party, K12, Inc.

Criteria;  Check all transactions for the year and compare to what was submitted to the
Oklahoma State Department of Education for accuracy.

Effect: The school would certify a report that is inaccurate and those that rely upon this
information would be misinformed.

Recommendation: [ recommend that the School hire qualified personnel and purchase
accounting software that will ensure that the financial accounting information will be accurate in
the future. -
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
SCHEDULE OF FINDINGS
JULY 1,2011 TO JUNE 30, 2012

2012-03 — Purchase Orders

Condition: From my examination of school records, it appears that encumbrance ledgers and
purchase orders were not kept for the general fund, since none were presented for examination
and the School could not prepare these reports without the necessaty accounting software.

Criteria: Purchase orders should be used to encumber funds against approved appropriations to
ensure the school does not exceed appropriations and to provide proper management oversight of
expenditures,

Effect: The School did not encumber and enter purchase orders prior to the payment of invoices.
By not utilizing this process, the School could exceed appropriations by not properly
encumbering orders at the time the order was made.

Recommendation: [ recommend that encumbrance ledgers and purchase orders be obtained,
printed and used, as required by Oklahoma Statutes. (Reference: 70 0.S. 1990 Supp §5-119)

2012-04 — Reserve for Encumbrances

Condition: From my examination of school records, it appears there was no detailed list of
reserves for encumbrances provided for the end of the fiscal year.

Criteria: Reserves for encumbrances must be detailed as to the vendors and OCAS codings in
order to provide accurate expenditure information to oversight agencies.

Effect: The School had $702,309 in cash less outstanding checks and this balance was to be
reserved for K12, Inc. for what was owed at year end less the “deficit credit”,

Recommendation: I recommend that a detailed listing of accounts payable or reserve for

encumbrances be prepared to adequately document those orders that were still pending at the end
of the fiscal year.
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
SCHEDULE OF FINDINGS
JULY 1, 2011 TO JUNE 30, 2012

2012-05 — Surety Bonds

Condition: The financing officers did not have surety bonds in the current fiscal year of at least
$100,000. :

Criteria: In order to comply with House Bill 1592, surety bonds are required of the

superintendent/principal and the treasurer of the school district in an amount no less than
$100,000.

Effect: The School would not be insured in the case of fraud or malfeasance if a financial ofﬁcer
was not or could not be bonded.

Recommendation: [ recommend that the School ensure that the primary administrator
(superintendent or principal) and the school treasurer maintain an annual surety bond of not less
than $100,000 as required by House Bill 1592,

2012-06 — Signed as Received

Condition: The checks that were reviewed had supporting documentation that were not signed as
received.

Criteria: Supporting documentation should be signed or initialed and dated by a receiving agent
of the District to verify that the goods or services have been received and payment can be made.

Effect: Invoices could be paid without goods or services being received.
Recommendation: That all invoices and/or delivery tickets are initialed and dated when

merchandise is received or services are performed, as required by Oklahoma Statutes,
(Reference: 62 0.S. 1981 § 310.1a and 70 O.S. 1981 § 5-135C)
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
SCHEDULE OF FINDINGS
JULY 1, 2011 TO JUNE 30, 2012

2012-07 — Open Meeting Requirements

Condition: There were no board calendar, special meeting notifications or board agendas
presented for review.

Criteria; In order to comply with the open meetings law, documentation must be maintained
regarding the notification to the County Clerk whenever the date on which a regularly scheduled
board meeting is to be held. Also, the County Clerk should be netified within 48 hours prior to a
special meeting, Finally, all board meetings should post the agenda of the items the school board
are planning to take action on during the meeting.

Effect: The School could hold a meeting that would not be open to the public as required.

Recommendation: I recommend that these notices be maintained to provide evidence of meeting
the time requirement of the open meeting law. (Reference: 25 0.5, 1981 § 311)

2012-08 — Collateral Pledged

Condition: At June 30, 2012, the cash on hand at the School’s bank exceeded F.D.I.C. coverage
and no collateral was pledged on the School’s behalf.

Criteria: The cash and investments of a school must be fully collaterahzed if they exceed the
$250,000 F.D.L.C. coverage.

Effect: The School could lose all depositories in excess of the F.D.1.C. coverage in the case of a
bank failure.

Recommendation: I recommend that a sufficient unit collateral always be pledged to cover all
deposits in excess of the maximum $250,000 F.D.I.C. coverage, per depositor, per bank, as
required by Oklahoma Statutes. (Reference: 62 0.S. 1981 § 511)
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
SCHEDULE OF FINDINGS
JULY 1, 2011 TO JUNE 30, 2012

2012-09 - Non-profit Tax Status

Condition: Oklahoma Skynet, Inc. dba Oklahoma Virtual Charter Academy did not appear to be
recognized by the IRS as a not-for-profit corporation.

Criteria; The School is not tax exempt by Statute as is the case with public school districts since
it was established as a charter school, Therefore, in order to be tax exempt, the School must file
the necessary forms with the Internal Revenue Service to be accepted as a nonprofit
organization.

Effect: If the School does not have tax exempt status, a corporate tax return would be required to
be filed for the financial information of the School. Also, the School would not be able to accept
tax deductible charitable donations from interested parties.

Recommendation: I recommend that the School file the necessary paperwork to get the entity
approved as a nonprofit organization.
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' OKLAHOMA
( VIRTUAL CHARTER ACADEMY**

June 12, 2013

Jack H. Jenkins, CPA
10026 — A South Mingo Rd, # 309
Tulsa, OK 74133-5700

Dear Mr. Jenkins:

This letter is in response to your letter dated May 23, 2013 to Oklahoma Virtual Charter
Academy regarding the Fiscal Year 2012 audit that your firm completed. This is to respond to the
9 immaterial instances of noncompliance with laws and regulations which reguire written
responses from our office to be included in the copy of the audit report that your firm will send
to the Oklahoma State Department of Education.

Our responses follow:
2012-01 Accounting Software;

The School has purchased and, as of the date of this letter, is using a software application that
was recommended by the Oklahoma State Department of Education, Wen-GAGE.

2012-02 Oklahoma Cost Accounting System:

Thank you for pointing out the report submitted to the Oklahoma State Department of
Education did not net out the sponsor fees from the state aid portion; this will be reported
correctly in the current fiscal year. With regard to the second part of this recommendation, that
salaries and benefits should not be reported on the OCAS report as no salaries were processed
for the school for the year, please reference the letter that our office sent electronically to you
on May 10", 2013 to explain why the school reported expenses in this manner. In this note we
outlined the conversations and discussions that we had documented in which the state required
us to file salaries and benefits as we did on the OCAS submission. In this note we also verified
that that the school’s original submission classifying teacher salaries as purchased services was
denied by the state.

e

Oklahoma Virtual Charter Academy

PO Box 4430

11601 Jeffords, Nicoma Park, OK 73066
405.259.9478 ph 405.259.5332 fax
www.k12.comiovca




2012-03 — Purchase Orders:

As of the date of this letter, Purchase Orders are being created and utilized as part of the day-to-day
accounting process through a state-approved accounting software.

2012-04 — Reserve for Encumbrances:

The school has a services agreemeht' with management company K12 Inc. This agreement establishes
the terms under which the school will pay K12 Inc. for curriculum and materials to the extent this is
possible based on the school’s financial position. If curriculum and materials costs exceed available
funds, K12 Inc. will forgive the portion of the balance that cannot be paid through a deficit credit memo.
This memo is processed after any audit adjustments are made, so that the school's liquidity will not be
affected; it is not prepared at the end of the school year in anticipation of potential audit adjustments
that would modify the amount of the deficit credit memo.

In accordance with the audit recommendation, the school will prepare a detailed listing of accounts
payable to vendors at year-end, with the stipulation that amounts owed to K12 Inc. are subject to
change pending the determination of the need for any audit adjustments.

2012-05 — Surety Bonds

The financing officer, superintendent/principal and treasurer, is a single individual; Rick Mansheim has a
surety bond in place now for the required amount of $100,000.

2012-06 - Signed as Received:

The school has implemented a process to ensure that invoices are not paid without goods and services
being received {please see attached procedures). The Accounts Payabie clerk is the individual tasked
with these procedures.

2012-07 - Open Meeting Requirements:

The school has reviewed open meeting requirements, identified past procedures that needed to be
modified in order to comply with open meeting requirements, and isin the process of settingup a
training session with an outside consultant to ensure that the schoolis aware of and has built processes
to comply with Open Meeting Requirements going forward.

2012-08 — Collatera! Pledged:

The school has confirmed that the bank in which deposits are currently held, BancFirst, will pledge
collaterai to cover all depasits up to the maximum amount deposited into the school account, and the
school recently received the paperwork necessary to effect this change. This is anticipated to be
effective by the end of June, 2013.

2012-09 -~ Non-profit tax status:

School management is working with the board-approved tax attorney to file the form 990, and the
board is working on the 501(c)3 paperwork at this time. We anticipate that all paperwork will be filed
prior to the FY13 audit site visit.



Sincerely,

isti Gifford, President, Board of Directors

Jason Jacksack, Finance Manager

g

Riéh;rd Mansheim, Head of School



Oklahoma Virtual Charter Academy Procedures and Policies
) June, 2013

Preparing Invoices for Approval and Payment

The following procedures should be followed when preparing invoices for approval and payment.

1. Upon receipt of an invoice, the date received (month, day, year) must either be written or
stamped on the invpice.

2. Invoices must be compared to (1) the delivery ticket {(when available) to verify that all materials
have been received and {2) the purchase or requisition order to verify guantities and price. If a
purchase order was issued, the purchase order number must appear on the invaice. If this
number is not preprinted, the department must write it on the invoice.

3. Invoices must be verified for mathematical accuracy. If an error is discovered, the department
should either contact the vendor and request a revised invoice or receive verbal approval from
the vendor to correct the invoice. If an invoice is revised, the name of the individual with the
vendor who authorized the change must be written on the front of the invoice.
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, OKLAHOMA COUNTY
SCHEDULE OF ACCOUNTANT’S PROFESSIONAL
LIABILITY INSURANCE AFFIDAVIT
JULY 1, 2011 TO JUNE 30, 2012

State of Oklahoma )
County of Tulsa )

The undersigned auditing firm representative of lawful age, being first duly sworn on oath, says
that said firm had in full force and effect Accountant’s Professional Liability Insurance in -
accordance with the “Oklahoma Public School Audit Law™ at the time of audit contract and
during the entire audit engagement with Oklahoma Virtual Charter Academy for the audit year

2011-12.

Jack H. Jenkins, CPA P.C,
AUDITING FIRM

Subscribed énd sworn to before me on this
Z?Ed-"day of, /ﬂa;/ , 2013

NOTAKY PUBLIC
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OKLAHOMA VIRTUAL CHARTER ACADEMY NO. E-14, _OKLAHOMA COUNTY
' AUDIT ACKNOWLEDGEMENT
JULY 1, 2011 TO JUNE 30, 2012

The annual independent audit for the Oklahoma Virtual Charter Academy was presented to the
Board of Education in an Open Board Meeting as indicated below, by Jack H. Jenkins, CPA,
P.C.

The School Board acknowledges that as the governing body of the school, responsible for the

schools financial and compliance operations, the audit findings and exceptions have been
presented to them.

A copy of the audit, including this acknowledgement form, will be sent to the Oklahoma State
Department of Education within 30 days from it’s presentation, as stated in 70 O.S. § 22-108:

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

e

Superlntendent of Schools

elralsz

Date of Board Meeting
M%LCL MW v /Zm
oard of Education’President Board bf Education Clerk

e

Board grf E uca’uon Member

Board of Education Vice President

Board of Education Member

Subscribed and sworn to before me on this 1ok— day of Q‘J/‘\-L, , 2013.
My commission expires on __AQ  day of __MM_, 20 1.3.

Notary Public 6 : \“\umil iy,

RLA JE, ’I//
Affix Notary Seal ‘g“ ‘lJ" \-\OTA@ ,,

/
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_ _ Jack H.JeﬂkinS,CPA VAIProfess-ional Corporation
- May 23,2013 S S

) Oklahoma Virtual Charter Academy Pubhe Schools
Aftn: Mr, Richard Mansheim -

- PO Box 4490 o :

Nicoma Park, OK 73066

g Dear M, Man'sheim'

Llstecl below are the audit exceptlons and reeommendatlons from the ﬁnal audit work we performed
~ for you: Please review them carefully along with the copy of your audit report. We will mail out a-
" copy of the audit report to the State Départment of Education and the Oklahoma State Auditor .and
Inspector’s Office within 30 cIays after the presentation of your audit. If you have questrons or des1re
additional 1nformat10n please call us so that any d1serepaneres may be resolved

The followmg section contains the exceptlon relayed fo management that are immaterial 1nstanoes of .
noncompliance with laws and regulations and which are included in the audit report These
comments require written responses from your office to be mcluded in the copy of the audit report

that we send 10 the State Department of Educataon

2012 01 — Accountmg Softwar

Condition: The School did not contract ‘with an accounting software durrng the ﬁseal year that
was tecommended by the Oklahoma State Department of Education. The software was necessary
for entering the proper revenue and expenditures. coding under what is referenced in the
- Oklahoma Cost Aecountlng System (OCAS) manual :

Criteria: The School must utilize softwarc that is on the Oklahoma State - Department of
Educatlon s recommended list of approved accountmg software. :

Ef_fect: The School did not enter revenue and expenditures during the year with a software’
vendor that was on the approved list. A software company on the approved list was hired to
‘convert their revenue and expenditures entered on a non-approved software form to OCAS
eoding at the end of the year in order to report to the Oklahoma State Department of Education.”

_ Recommendatron I recommend that the School implement an aeoountmg software system that
is on the list approved by the Oklahoma State Department of Educatlon

2012-02 — Oklahoma Cost Accountmg System |

Condltlon The School submitted a report at the end of the year that did not adequately reflect
the revenue and expenditures for the year, The revenue did not net the sponsor fees from the state
aid portion as was the case. The state aid revenue less the sponsor fee should have been coded to

10026 - A South Mingo Rd. # 309 « Tulsa, OK 74133-5700
Tulsq local phone (918) 366-4440 « Toll Free 1-866-536-5272 + Fax (918) 366-4443
www jackhjenkinscpa.com
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revenue source 5800 —Charter School relmbursement Also, the school showed salaries and

“benefits on the OCAS report even though no salaries were processed through the School for the :

year, but processed 1nd1rectly through the related patty, K12 Inc

- Criteria:’ Check all transactrons for the year and compare to what was subrrutted to the .
- Oklghoma. State Department of Educatlon for accuracy ‘

Effect:. The school WouId certrfy a report that is maccurate and those that rely upon thrs

rnformatron would be mrsmformed

Recommendatlon 1 recommend that the School hire. quahﬁed personnel and purchase

accountrng software that will ensure that the financial accountmg mformatron will be accurate in -
the future : :

2012_-03 _ Purchase Orders

Condition: Frorn my examination of school records, it appears that encumbrance ledgers and

purchase orders were not kept for the general fund, since none were presented for examination -

and the School could not prepare these reports Wrthout the necessary accountrng software o

Crrterra Purchase orders should be used to encumber funds agamst approved approprratrons to .

ensure the school does not exceed approprratrons and to provrde proper management oversrght of

expendrtures

Effect: The School drd not encumber and enter purchase orders pI‘lOl’ to the payment of invoices.

- By not utilizing this process, the School could exceed  appropriations by not properly
o encumbermg orders at the time the order was made. _

: Recommendatio"n: I recommend that encumbr_ance ledgers and purchase orders be obtained,

printed and used, as required by Oklahorna Statutes. (Reference: 70 0.8, 1990 Supp §5-119)

201 2-04 —Reserve for Encumbrances

Condition: From my examination of school records, it appears there was no detarled list of
reserves for encumbrances provided for the end of the fiscal year. :

Crlterra Reserves for encumbrances must be detarled as to the vendors and OCAS codmgs in

order 10 provrde accurate expendlture mformatron to oversight agencres

'_Effect The School had $702,309 in cash less outstanding checks and this balance was to be
'reserved for K12, Inc for what was owed at year end less the “deficit credrt”

, _Recommendatlon I recommend “that a detailed listing of accounts payable or reserve for

encumbrances be prepared to adequately document those orders that were still pendmg at'the end

of the fiscal year



2012:05 Sure_t_x Bonds |

Conchtron The ﬁnancmg ofﬁcers d1d not have suret}r bonds in the current ﬁscal year of at least -

L $100000

: Cr1ter1a In order to comply with House. Blll 1592 surety bonds are- requlred of the_ o

, supenntendent/prlnclpal and the treasurer of the school dlstnct in an amount no less than
_ $100 000 : T

| 'Effect The School would not be insured 1 m the case of fraud or malfeasance if'a ﬁnancral ofﬁcer :

- was not or could not be bonded

' "Recommendatlon T recommend that the School ensure that the primary adm1n15trator '
. (Supermtendent or principal) and the school treasuter maintain an annual surety bond of not less
: than $100, 000 as requlred by House Bﬂl 1592 :

| 2012-06 — Sraned as Recelved

Condltlon The checks that were reVIewed had supportlng documentatlon that were not srgned as

© received. .

- Criteria: Supporting documentat1on should be signed -or initialed and dated by a receiving agent'
* of the District to venfy that the goods or services have been recelved and payment can be made.

Effect Invo1ces could be paxd without goods or services belng recewed
'Recomrnendatlon That all 1nV01ces and/or dehvery tlckets are initialed and dated when

merchandise is received or services are performed, as required by Oklahoma Statutes.
(Reference 62 0 S. 1981 §310.1aand 70 0.8. 1981 § 5-135C) :

- 2012-07— Open Meetmg Regutrement

Condition: . There were no board calendar specw.l meeting notifications or- board agendas
- presented for review. : '

' Criteria: In order to comply with the open meetings law, documentation must be maintained
regarding the notification to the County Clerk whenever the date on which a regularly scheduled
board meeting is to be held. Also, the County Clerk should be notified within 48 hours prior to a
special meeting. Finally, all board meetings should post the agenda of the items the school board
are planning to take action on during the meeting. : :

‘Effect: The School conld hold a meeting that WOUId not be open to the bnblic as required.

Recommendatlon I recornmend that these notices be maintained to provide ev1dence of meetlng
the time requ1rement of the open meeting law. (Reference 250.5.1981 § 311)




‘ Smcerely,

2012 08 Collateral Pledged

. Cond1t10n At June 30, 2012 the cash oh hand at the School s bank exceeded F.D.L C coverage
: and no collateral was. pledged on the School’s behalf. - ° '

Crrter1a The cash and 1nvestments of a school must be fully collaterahzed if they exceed the
$250, 000 FDIC. coverage ' . :

~ Effect: The Schocl could lose all deposrcorles in excess of the F.D.LC. coverage in the case of a ._ |
: _’oank farlure

_ Recommendatron 1 recommend that-a. suffic1ent umt collateral always be pledged to cover all -

deposits in excess of the maximum $250,000 F.D.I.C. coverage, per depositor, per bank, as
requrred by Oklahorna Statutes. (Reference 62 0. S 1981 § 51 1)

‘2012 09 Non profit Tax Status :

' Cond1t1on Oklahoma Skynet Inc. dba Oklahorna V1rtual Charter Academy did not appear to be
- recogmzed by the IRS as a not- for- proﬁt corporatlon .

2 Crrterla The School is not tax exempt by Statute as is the case wrth pubhc school dlstrlcts since
it was established as a charter school. Therefore, in order to be tax exempt, the School must file

the necessary - forms Wltl’l the Internal Revenue Servwe to be accepted as a nonprofit
orgamzatmn : -

‘Effect: If the School does rlot have tax exempt status, a corporate tax return would"oerequired to

be filed for the financial information of thé School. Also, the School would not be able to accept

- tax deductrble charitable donatrons from interested parties.

Recornrnendatron I recomrnend that the School ﬁle the necessary paperwork to get the entity

'approved as a nonprofit orgamzatron

We take th1s opportumty to thank you and your professional staff for the outstanding cooperation and
invaluable assistance you gave us during our recent onsite audit work. :

Certified Pubhc Accountant, P C.



