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ALAN CHHPMAN Certified Public Accountant

401 South Water = Tahlequah, Oklahoma 74464 + (918) 456-9991 » Fax (918) 456-9247 » chapi@intellex.com

INDEPENDENT AUDITOR'S REPORT

The Honorable Board of Education
Peggs School District CO31
Pegps. Cherokee County, Oklahoma

| have audited the accompanving combined financial statements - regulatory basis - of Peggs School
District Ne. CO31, Cherokee County, Oklahoma as listed in the table of contents, as combined
financial statements. as of and for the year ended June 30, 2013,

Management's Responsibility for the Financial Stacments

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

Auditor’ ibilit

My responsibility is to express an opinion on these financial statements based on my audit. |
conducted my audit in accordance with auditing standards generally accepted in the United States
of America and Government Auditing Srandards, issued by the Comptroller General of the United
States. Those standards require that | plan and perform the audit o obtain reasonable assurance
about whether the linancial statements are free of matenal misstatement.

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

1 believe that the audit evidence [ have obtained is sutficient and appropriate to provide a basis for
my adverse and qualificd opnions.



As discussed in Note 1. these combined financial statements are prepared on a regulatory basis of
accounting conforming with the accounting practices prescribed by the Oklahoma Department ol
Education and budget laws of the State of Oklahoma which is a comprehensive basis of accounting
other than accounting principles gencrally accepted in the United States of America. The effect on
the financial statement resulting from the use of their regulatory basis of accounting and presentation
as compared to accounting principles generally accepied in the United States of America although
not reasonably determined, are presumed to be material,

L.5, Generally Accepted Accounting Principles

In my opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion
on U5, Generally Accepted Accounting Principles paragraphs. the financial statements referred to
above do not present fairly, in accordance with accounting principles generally accepted in the
United States of America, the financial position of Peggs School District No. CO31, Cherokee
County, Oklahoma, as of June 30, 2013, or the revenues, expenses, and changes in net position and,
where applicable, cash flows thereof for the vear then ended.

Opinion on Regulatory Basis of Accounting

The financial statements referred to above do not include the general fixed asset account group,
which should be included in order to conform with accounting and financial reporting regulations
prescribed or permitted by the Oklahoma State Department of Education: The amount that should
be recorded in the general fixed asset account group is not known.

However, in my opinion, excepl lor the effects of the omission of the general fixed assets account
group, the combined financial statements referred to in the first paragraph present fairly, in all
material respects. the assets, liabilities and fund balances - regulatory basis of the Peges School
District C031, Cherokee County, Oklahoma, as of June 30, 2013, and the revenues collected and
expenditures paid and encumbered, of ¢ach fund type, for the year then ended, in accordance with
the regulatory basis of accounting described in Note 1.

Cther Reporting Required by Government Auditing Standards

In accordance with Govermment Auditing Standards, Thave also issued my reported dated September
6, 2013, on my consideration ot the Peggs School District No. CO3 1, Cherokee County, Oklahoma’s
internal control over financial reporting and my tests of its compliance with certain provisions of
laws, regulations, contracts and grants agreements and other matters. The purpose of that report is
o describe the scope of my testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the intermnal control over financial
reporting or on compliance, That report 1s an integral part of an audit performed in accordance with
Crovernment Awditing Standards, and should be considered in assessing the results of my audit,

Other Matters
My audit was conducted for the purpase of forming an opinion on the fund type and account group
with the combined financial statements. The combining fund statements and schedules and other
schedules as listed in the Table of Contents are presented for purposes ol additional analysis and are
not a required part of the combined financial statements of the Peggs School District CO31.

.



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 certain
additional procedures, including comparing and reconciling such information directly 1o the
underlying accounting and other records used in accordance with auditing standards generally
accepted in the United States of America, In my opinion, the other supplementary information is
Fairly stated 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.

September 6, 2013
TR

Alan Chapman. CPA

-33-



COMBINED FINANCIAL STATEMENTS




FERIDTMET §

CREEIEL
SRSED RN

GRLL 90T
EUERERLL

IS 0FR"L
SEEESOT %

FEPIODIET §
EI'EREBLI

IRIE9 BT &

CInE
] mp

AP0 WNPURIAUS}} IR

“t

"SIMALISNENE [RISURUL) asay) jo yed [eiam uw am podaa sonpae pue sapon Suiuedusoae ay |

o m—

SIIUR[EE] PN PUR SIIEGET [ERL

SOOUHIE FHm.) [T )

e i |
IRIIR[RE LN

ERTITLT BT GEY

HqEAR] SUDIETIG0) 58] pazipridey

SRR O 2]
DL AR, FILRLIE A
SEREry
M ¥i

NIy |RHRL
SIMIIEEY DERI]

eI} 10] PIPIAGL] 3G 0) By

EUERERLL § Iwors'e  § BLBEFLED 3 [FIsT98F 5
7 AL BLS'LER T
aj ALBES LEY LR L
EIERE BLI T90FEL FEERRUT
LIERERLD - E:
- 190FE"L 5 k
= 4 . 5 = 3 FLEEEOT %
b
EUERERLL § I90r¥L § 6LBESLED §  IFISC9RF §
£ ERE 8L : 3 ==
= 5 [FOFR. % BLRES'LED § I IEC5aF S
193] U] LETTE S P T anUaAay [Ty
-Foor] EmEsan L 156 ey
T dnoany jnoaay sacda | pung Adejonp S | PO [ENEILILLS G,

£L0T '0F ANNr
SISVH AHOLVINODEY - S4N0HD LNNODIDY ANV SAdAL AN 1TV
SIAINVIVH AN ONY STHLLITIIVIT 'SLASSY 40 INIWALY LS OANIHINOD
120D "ON LITHISIA TOOHDS S9904

SIUALIEDRAL] PUR HEET)
STASEY



|m1

SIUDLLENS [RIDURUL Fsau) jo wed eiEmu ur ame podai sieyipne pue saou Futiuedwosoe a

o

CREETEOIT §

EFE99TEE

IFL9CRIT

TFLosel

CFLIZRATT
OFCeT 1%
QESOF L]
LB L95'0LR
Pt T |

LEFEI6IST
GFELLEIY
TFTTS 86k |
89 1£'802
RTELI'GGE  §

€102
(1 20N

AUy WnpueElowapy ) Mo |,

BLBESLED § wﬂﬂ@ﬂ sasuejey pun.j Supug
68 FO0GLE i SpaUREE pun.f Suluudag

S3S[] 130 pue sanipuadsy
06 PEe 9T (8P 196" L) {1apun)) Joa0) S2M0S JALLC) PUR S2NUSASY JO S590%5
- - o SIOURIGLINAUT] S 4 J0LY 0F susunsn(py
06'PES'LOT (Bt LO6"LE) saumipuadxg (1apup)) a0 sanuasay Jo ssaoxy

6OFLELTRT YEOREDI0T sampuadxg mo L
= = SAR[IN SBI
SIEELYE STRLS'9T depng pEnde
BRIOL091 B EOL 91 SIIAJDY [BUCTLMUTSU]-UOpN
06 18T 6F LB IRTLRL §331825 Woddng
9I'0T0' 8 QUCLEORT"] uoANIE]
NAdXH

61 LT 058 SR ZI6 RG] paiaajje;) sanuaaay (B0
TS EL6ELI LOIORBET SA0UN0E [R13pa]
SIELT ¥ LTGFTFREI EAUN0E IS
I+'+8T'TT LT LTHOR] SIUNOS HEIPAELL]
I60FLLEE § LEFEFRE % FAUN0S [EX07]

) SANNIA
aUAATY [TTEE S
[ersadg

sadi ] punj [EASWLLISADT

£10T "0 AN
SISVH AHOLVTINOAH

SHAAL AN TV INTIWNHIAOD TV - SHONYTIVE N4 NI STONVHD NV
AV STHOLIANIAX T ‘TE LA TTOD SANMNIATH 40 INTWALY LS QINITWO0D

IE02 "ON LORLLSIA TOOHDS SH9Hd



lmT

SlUaUMES [eouwu asagy jo ued pafaun ue ame podad siogipne pui smou Fulduedwosse aiy ),

GLUGESLED 5 » 3 OoEYor % - - awad o pus ‘aaume pun.|

G FOOTLE GEPONOLE B0 TODULE FLEONELG TEElE PR auak yo FupuFag “sourmy pung
[T i R FONDLED (GE PO AL RFLOR L] (re f99'cl 5] e COa 5 {52 ) sacunas Tusmuy)
Lag pue saumyposdea Bas sa0ImiEn

P PUE SMUBAST [0 [ AP SEINC]

- - - - - sIRIUInGUS read soud o siuaunsnipy

D6 PES LYT (BRrO0OLE)  (BRPOODLE) (B LR Lk} [FEE9R el 5] (P& E9rE 18] saalnuguna sl Jold
4 sEunsnips ssojag saunpipusdss
._._ua__..__._.' TR T |0 SIS AL Y SE5AN]
GO'LEL TRT BRLCT LIS RHLST LOS SEDFE 910 9 Lel I T GTLAITITT pied ssanypuadia oy,

: = R B - O TN T O SAE[IND I
SIEELFE €0 1 Z8°0FE SO ITE0PE STHISIT - . sde)inn Endey
85102 (0] SLETD 191 CLERD' 191 §FE0L 91 007000 0T (0D OE EA31AIGG [RUDTIINNEUT-D0K
06 18T 60 B TELGE BFTHECE L6 IRTLERL 00 N 0 OO O D06 gasiuas poddng
S OTOEE N (M0 00'000' 0% FHCLEOR]] 99°L61'TOE 99°£61 TOE'T OS]
6 1L0EE 86 T8 Lb1 66 5T b1 TRl AR T T TIFECREL ] PN33[ |03 SINUIAM R,

IS ELBSLI PO FLL TF 09 FTI L6 TDR6ET OTRISERD T RIS EF] SAMNCE [P,
SI'ELTFI TYFELT TOFEI'T LTGFTYEE POOREEEN ] POOHS HEY | SIS S
(R ¢ rarars SETEDL CHTEZOT LTLTFORL ERCEFE91 SRCER 5] S3CUTCE MEFIPLLE)
I6OFLSEEE £ 0OSTROS 8 DO'SZES LEPIFEE % - - EAIION (R
e Twlpny Ui 3dpag oL By CWOpng [RUL]  ARpng [EUIRAG
(AU do-02 puE uom N Pl Twpjing ) [RLERCIETE

Spung anuady [Enady

107 *0F AN OA0NT HYAA AHL HO4
SAdAL AN TVINTWNHAAOD AALADANH
SISVH AHOLYINOEY - TYLLDYV ANV LA - SHONYVIVH N4 NI SAONVHD NV
"AIVd STHNLIANAAXA "I LIATTOD SANNTATH A0 INTWILVLS daNIgnod
1900 "ON LOTLSTA TOOHDS SDOAd



NOTES TO THE FINANCIAL STATEMENTS

o



PEGGS SCHOOL DISTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Peggs School District No. CO31 (the “District™) have been prepared
in conformity with the accounting and financial reporting regulations prescribed or permitted by the
Oklahoma State Department of Education, which is an other comprehensive basis of accounting
other than generally accepted accounting principles. Accordingly, the accompanying financial
statements are nol intended to present financial position and results of operations in conformity with
generally accepted accounting principles. The accounting policies are preseribed or permitted by the
Oklahoma State Department of Education and conform to the system of accounting authorized by
the State of Oklahoma. The following is a summary of the more significant accounting policies:

ING ENTITY
The District is a corporate body for public purposes created under Title 70 of the Oklahoma Statutes,

and accordingly, is a separate entity for operating and financial reporting purposes. The District is
part of the public school system of Oklahoma under the general direction and control of the State
Board of Education, and is financially dependent on State of Oklahoma support.  The general
operating authority for 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 elected members. The
appointed superintendent is the executive officer of the District.

Inevaluating how to define the District 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 1o exercise oversight responsibility. The
most significant manifestation of this ability is financial interdependency. Other manifestations of
the ability to exercise oversight responsibility included, but are not limited to, the selection of
governing authority, the designation of management, the ability to significantly influence operation,
and accountability for fiscal matters. A second criterion used in evaluating potential component
units is the scope of public service. Application of this criterion involves considering whether the
activity benehts the District and/or its citizens, or whether the activity is conducted within the
geographic boundanies of the District and is generally available 1o 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 District is able to exercise
oversight responsibilities. Based upon the application of these criteria. there are no potential
component units included in the District’s reporting entity.

8-



PEGGS SCHOOL DISTRICT NO. C031
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

1: SUMMARY OF INTING POLICIE

A REPORTING ENTITY (continued)
The Board of School Trustees (Board), an elected three member group constituting an on-going

entity, is the level of government which has governance responsibilities over all activities related o
public school education within the jurisdiction of the local dependent school district. The Board
receives funding from local, state, and federal govermmment sources, and must comply with the
requirements of these funding source entities. However, the Board is not included in any other

governmental “reporting entity” as defined in Section 2100, Codification of Governmental
Accounting and Financial Reporting Standards, since Board members are elected by the public and

have decision making authority, the power to designate management, the responsibility to
significantly influence operations, and primary accountability for fiscal matters.

A N NTING
The District uses funds and account groups to report on its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid finaneial
management by segregating transactions related (o certain district functions or activities,

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

Funds are classified into three categories: governmental, proprietary, and fiduciary, Each category,
in tum, is divided into separate “fund types.”

;| 5
Governmental Funds are used to account for all or most of a povernment’s general activities,
including the collection and disbursement of earmarked monies (Special Revenue Funds), the
acquisition or construction of general fixed assets {Capital Projects Funds), and the servicing of
general long-term debt (Debt Service Funds).

General Fund - The General Fund is used to account for all financial transactions except those
required to be accounted for in another fund. Major revenue sources include state and local property
taxes and state funding under the Foundation and Incentive Aid Program.

Expenditures include all costs associated with the daily operations of the schools except for
programs funded for building repairs and maintenance, school construction, and debt service on
bonds and other long-term debt. The General Fund includes federal and state restricted monies that
must be expended for specific programs.

9-



PEGGS SCHOOL DISTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: ¢ ] 4 G POLICIES (continued

Specigl Revenue Funds - The first Special Revenue Fund is the District’s Building Fund. The
Building Fund consists of monies derived from property taxes levied for the purpose of erecting,
remodeling, or repairing buildings and for purchasing furniture and equipment.

The second Special Revenue Fund is the Child Nutrition Fund, a Special Revenue Fund used to
account for monies derived from [ederal and state reimbursement and local food service collections.

The third Special Revenue fund is the Special Education Cooperative Fund, whereby five school
districts have pooled special education funding and other local monies. This fund accounts for these
monies,

Debt ice Fund - The Debt Service Fund is the District’s Sinking fund used to 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 deht
service and interest earnings from temporary investments. The District did not have a Debt Service
Fund ins fiscal vear 2012-2013.

Capital Projects Fund - The Capital Projects Fund is the District’s Bond Fund used to account for
the proceeds of bond sales to be used exclusively for acquiring school sites, construction and
equipping new school facilities, renovating existing [facilitics, and acquiring transportation
equipment. The District did not have a Capital Projects Fund in fiscal year 2012-2013.

Proprietary Fund Types

Proprietary Funds are used to account for activities similar to those found in the private sector, where
the determination of net income 1s necessary or useful to sound financial administration. Goods or
services from such activities can be provided either to outside parties (Enterprise Funds) or to other
departments or agencies primarily within the District (Internal Service Funds). The District does not
have any Proprietary Funds,

Fiduciary Funds are used to account for assets held on behalf of outside partics, including other
governments, or on behalf of other funds within the District. When these assets are held under the
terms of a formal trust agreement, either a nonexpendable trust fund or an expendable trust fund is
used. The terms “nonexpendable™ and “expendable” refer to whether or not the District is underan
obligation to maintain the trust principal. Agency Funds generally are used to account for assets that
the District holds on behalf of others as their agent, and do not involve measurement of results of
operations.

-10-



PEGGS SCHOOL DISTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: SUMMARY : TING POLICI

Agency Fund - The Agency Fund is the School Activities Fund used to account for monies collected
principally through fund-raising efforts of the students and District sponsored groups. The
administration is responsible, under the authority of the Board, for collecting, disbursing, and
accounting for these Activity Funds.

Account Groups
Account Groups are not funds, and consist of a self-balancing set of accounts used only to establish

accounting control over long-term debt and general fixed assets not accounted for in Proprietary
Funds.

General Long-Term Debt Account Group - This account group was established 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 to be provided in future vears to complete retirement of debt principal. It is also used
to account for liabilities for compensated absences and early retirement incentives which are to be
paid from funds provided in future years.

General Fived Asset Account Group - This account group 15 used to account for property, plant.
and equipment of the District. This District does not maintain a record of its general fixed asscts,
and accordingly, a statement of general fixed assets, required by accounting principles generally
accepted in the United States of America, 15 not included in the financial statements. Land.
buildings, nonstructural improvements, and all other physical assets in all funds are considered
expenditures in the yvear of acquisition, and are not recorded as assets for financial statement

pUrposes.

Memaorandum Only - Total Columny

The total column on the financial statements is captioned “memorandum only™ to indicate that it is
presented only to facilitate financial analysis. Data in this column does not present financial position
or results of operations in conformity with accounting principles generally accepted in the United
States of America. Neither is such data comparable 1o a consolidation. Interfund eliminations have
not been made in the aggregation of this data.

. BASIS OF ACCOUNTING

The District prepares its financial statements in a presentation format that is prescribed by the
Oklahoma State Department of Education. This format is essentially the generally accepted form
of presentation used by state and local governments prior to the effective date of GASB Statement
Mo, 34, Basic Financial Statements - and Managemeni 's Discussion and Analvsis - for State and
Local Governments. This format significantly differs from that required by GASB 34,

11



PEGGS SCHOOL DISTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. BASIS OF ACCOUNTING {continued)

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

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

. Investments and inventories are recorded as assets when purchased.

. Capital assets in proprietary funds are recorded when acquired and depreciated over
their useful lives.

. Warrants payable are recorded as liabilities when issued.

. Long-term debt is recorded when incurred.

. Accrued compensated absences are recorded as an expenditure and liability when the

obligation is incurred.

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 earned, and expenditures or expenses to be recognized when the related
liabilities are incurred for governmental fund types; and, when revenues are camned and liabilities
are incurred for proprietary fund types and trust funds.

D, BUDGETS AND BUDGETARY ACCOUNTING - ESTIMATE OF NEEDS

The District is required by state law to prepare an annual budget. A preliminary budget must be
submitted to the Board of Education by December 31 for the fiscal year beginning the following July
1. Ifthe preliminary budget requires an additional levy, the District must hold an election on the first
Tuesday in February to approve the levy. If the preliminary budget does not require an additional
levy, it becomes the legal budget. If an election is held and the taxes are approved, then the
preliminary budget becomes the legal budget. If voters reject the additional taxes, the District must
adopt a budget within the approved tax rate. A budget is legally adopted by the Board of Education
tor the General Fund and Special Revenue Funds (Building Fund and Child Nutrition Fund) that
includes revenues and cxpenditures.

The 2012-2013 Estimate of Needs was approved by the Board and subsequently filed with the county
clerk. The Estimate of Needs was approved by the excise board and the requested levies were made.

3.



PEGGS SCHOOL DISTRICT NO. C0O31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E_ENCUMBRANCES

Encumbrances represent commitments related to unperformed contracts for goods or services.
Encumbrance accounting—under which purchase orders and other commitments of resources are
recorded as expenditures of the applicable fund--is utilized in all governmental funds of the District.
Appropriations not used or encumbered lapse at the end of the year.

E. ASSETS, LIABILITIES, AND FUND EQUITY
Cash and Cash Equivalents - The District considers all cash on hand, demand deposits, and highly
liguid investments, with an original maturity of three months or less when purchased, to be cash and

cash equivalents,

Investments - Investments consist of bank certificates of deposit with maturities greater than three
months when purchased. All investments are recorded at cost, which approximates market value.

Inventaries - The value of consumable inventories at June 30, 2013, is not material to the financial
statements. Purchases for inventory items are considered expenditures at the time the items were
encumbered.

el AS. ] enf - The General Fixed Asset Account Group is not
pres&nted Ihe amnunl that shnuld 'ne nzmrded in the General Fixed Asset Account Group is not
known.

Compensated Absences - In accordance with the provisions of Statement of Financial Accounting
Standards MNo. 43, Accounting for Compensated Absences, no liability is recorded for nonvesting
accumulating rights to receive sick pay benefits or vacation leave. Vested accumulated nghts to
receive sick pay benefits or vacation leave would be reported in the General Long-Term Debt
Account Group since none of the vested sick leave 1s expected to be liquidated with expendable
available financial resources; however, vested or accumulated vacation leave that is expected to be
liguidated with expendable available financial resources has not been reported as an expenditure or
a fund liability of the governmental fund that will pay it since the combined financial statements
have been prepared on the regulatory basis of accounting. Vested accumulated rights to receive sick
pay benefits have not been reported in the General Long-Term Debt Account Group since the
combined financial statements have been prepared on the regulatory basis of accounting. These
practices differ from accounting principles generally accepted in the United States of America.



PEGGS SCHOOL DISTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

OUNTING POLICIES

Long-Term Debi - Long-Term Debt is recognized as a liability of governmental fund when due, or
when resources have been accumulated in the Debt Service Fund for payment early in the following
vear, For other long-term obligations, only that portion expected to be financed from expendable
available financial resources is reported as a fund liability of a governmental fund. The remaining
portion of such obligations is reported in the General Long-Term Debt Account Group.

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

G. REVENUES, EXPENSES, AND EXPENDITURES

Property Tax Revenues - The District is authorized by state law to levy property taxes which consist
of ad valorem taxes on real and personal property within the District. The county assessor, upon
receipt of the certification of tax levies from the county excise board, extends the tax levies on the
roll for submission to the county treasurer prior to October 1. The county treasurer must commence
tax collection within fifteen days of receipt of the tax rolls. The first half of taxes are due prior to
January 1. The second half is due prior to April 1.

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

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

After review and verification of reports and supporting documentation, the State Department of
Education 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 District receives revenue from the state to administer certain
categorical educational programs. State Board of Education rules require that revenue carmarked
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 10 be expended for the same categorical programs, The State Department of Education requires
that categorical educational program revenues be accounted for in the General Fund.
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PEGGS SCHOOL DISTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Interfund Transactions - Quasi-external transactions are accounted for as revenues, expenditures,
or expenses,  Transactions that constitute reimbursements to a fund or expenditures/expenses
initially made from it that are properly applicable to another fund are recorded as revenues,
expenditures, or expenses in the fund that is reimbursed.

Interfund Transactions

All other interfund transactions, except guasi-external transactions and reimbursements, are reported
astransfers. Nonrecurring or nonroutine permanent transfers of equity are reported as residual equity
transfers. All other interfund transfers are reported as operating transfers. There were no operating
transfers or residual equity transfers during fiscal year 2013.

U'se of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities 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 peried. Accordingly, actual results could differ from those estimates.

Risk Management - The District participates in a risk pool for worker’s compensation coverage in
which there is a fransfer or pooling of risks among the participants of that pool. In accordance with
GASBE No. 10, the District reports the required contribution to the pool, net of refunds. as insurance
expense,

Subsequent Events - Subseguent events have been evaluated through September 6, 2013, which is
the date the financial statements were available to be issued.
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PEGGS SCHOOL DISTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 2: CASH AND INVESTMENTS

The District’s investment policies are governed by state statute. Permissible investments include
direct obligations of the United States Government and Agencies, certificates of deposit of savings
and loan associations, and bank and trust companies, 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,

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

Deposits and Invesimenis - The District’s cash deposits and investments at June 30, 2013, were
completely insured or collateralized by federal deposit insurance, direct obligations of the United
States Government, or securities held by the District or by its agent in the District’s name.
Therefore, the District’s cash deposits and investments at June 30, 2013, were not exposed to

Custodial Credit Risk, Investment Credit Risk, Investment Interest Rate Risk, or Concentration of
Investment Credit Risk.
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PEGGS SCHOOL DISTRICT NO. CO31

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30, 2013

NOTE 3: SUMMARY OF STATE AND FEDERAL GRANTS/CONTRACTS FUNDING
Kevemie Blevenae

Lirant_Federal dimantor 25 Cirant Hecervahle Recuivable
Thrgugh Granice Program Title _Award Ax7-1-12 Feczipts xpenditures Al 63113
US DEPARTMENT OF EDLUCATION
Indian Ed CFDA B2 (i §  4L.5E0.00 i 40 88000 §  ALARL00 %
Huril Edocalion Achieve CFERA 84 3384 15,555 00 et 1595500 15955 410 =
Ttk VA0 Impect Aud CFDA BG4 36, 718,08 (Ah44] K2) I TIEAS 3 248 32 131,911.55)
Pavi-throuph Stove Dypartaien of Koy cntiog
REAR Tale [1- fan A CFIA B4.367 16.764.28 I, Tt 24 16,7 28

Total for BEAP Cluster 16 Thd 2K 16,761 28 b, T 28
Tl ¥ Cluster
Ttk | CFERA &4 01D 6T 115.07 41,921 43 GF a0 25 0911

Total fior Titke | Clusser nd 11567 1142393 67 11507 25,091 14
Specinl Edwscaisan Clusier
Flosy Through 10EA 8 CFRA 54027 SH.144. 1K AR 144 148 A5 14418
Pricichool 1DEA B CFDOA 84:171 35025 () - 3021 .00 3,923 (1}

Total for Frogram (Clusterh A2 067 1E G2 06T |4 2 AI6T |8
U5 DEFARTMENT OF AGRICULTURE
Pus-th N tnte. D r Educa
Child Mucriom L Tusier
School Hreakfast Program - cash sssisionce 1.T50.91 - 57736481 3773691
Watimnal Sehool Lumch Program,
Cash Assistange 1821080 B A0 D IR
Wem=razh Aszisience commbdilses 4335001 £,332.03 4.%33.43

Toeel Program (Clusier) 153,980 54 153,080 54 133 940 54
Medicaid 47,719,54 47,719,534 4771954 -
Tiaal Federal Grants and Adsistance 5 (26840 KD § A 10K.52 § 439 KaG 93 § - (672041}




PEGGS SCHOOL DISTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 4: INTERFUND RECEIVABLES AND PAYABLES

There were no interfund receivables or payables at June 30, 2013.

NOTE 5: GENE 1

State statutes prohibat the District from becoming indebted in an amount exceeding the revenue

to be received for any fiscal year without the approval by the District’s voters. General long-term
debt of the District consists of lease/purchase agreements.

The following is a summary of the long term debt transactions of the District for the year ended
June 30, 2013:

Capital Lease
Bonds Pavable Obligations Total

Balance July 1, 2012 £ 0,00 £2In460.55 521646056
Additions 0.0 0.0k 0.0
Eetirements 0.0 (307743, (18.077.43)

Balance June 30, 2013 b 0,00 1738313 $ 17838313

Az disclosed in Note 1 to the Financial Statements, the District does not record fixed assets in the
financial statements. Consistent with this, the District has not recorded the assets in the General

Fixed Assets Account Group. The District has recorded the liability for future lease payments in
the General Long-Term Account Group.

The schedule of future minimum lease payments under the capital lease and the present value of
the net minimum lease payments at June 30, are as follows:

Year Ending June 30 Equipment

2004 40 468,30

20158 489 46630

2016 49 466,30

2017 §3,002.05

Total Minimum Lease Payments Z01,4%0.95

Less: Amount Representing Interest (23.107.82)
Present Walue of Future

Minmmum Lease Payments $178.383.13

NOTE 6: OTHER POST EMPLOYMENT BENEFITS

The District does not offer any early retirement incentive plans.
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PEGGS SCHOOL DISTRICT N, €031
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 7: EMPLOYMENT RETIREMENT SYSTEM

The Instrict participates in the state administered Oklahoma Teacher's Retirement System ( The
“System”), which is a cost-sharing, multiple employer public employvee retirement system (PERS ).
Under the system contributions are made by the District, the State of Oklahoma, and the participating
emplovees.

Participation 15 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 15 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 Svstem, nor has it any liability, except for the current
contribution requirements.

A participant with five years of creditable service may retire with a normal retirement allowance at
the age of sixty-two or with reduced benefits as early as age fifty-five. The normal retirement
allowance paid monthly for life and then 1o beneficiaries, if certain options are exercised, equals two
percent of the averapge of the highest earning years on contributory service multiplied by the number
of years credited service. A participant leaving employment before attaining retirement age, but
completing ten years of service. may elect to vest his accumulated contributions and defer receipt
of a retirement anmaty untl a later date.

When a participant dies in active service and has completed ten years of credited service, the
beneficiary is entitled 10 a death benefit of $18,000.00 and the participant’s contributions plus
interest. IF the beneficiary is a surviving spouse, the surviving spouse may, in lieu of the death
benefit, elect to receive, subject to the surviving spousal oplions, the participant”s retirement benefits
accrued at the time of death,

The contnbution rates for the Dhstrict, which are not actuanal determined, and its emplovees are
established by statute and applied to the emplovee’s earnings, plus employer paid fringe benefits,
The District is required by statute to contribute 9.5% of applicable compensation for the vear ended
June 30,2013, The District 1s allowed by the Oklahoma Teacher's Retirement System to make the
required contributions on behalt of the participating members. The required contribution for
participating members is 7%.

The contribution rates for the District, which are not actuarial determined, and its employees are
established by statute and applied to the employee’s earnings, plus employer paid fringe benefits.
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PEGGS SCHOOL MSTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 7: EMPLOYMENT RETIREMENT SYSTEM (continued)

The District 15 required by statute to contribute 9.5% of applicable compensation for the year
ended June 30, 2013, 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 Svstem for the years ending June 30, 2013, 2012, and 2011
were 5188,358, $204,665, and £184,569, respectively,

The pension benefit obligation is a standardized disclosure measure of the present value of
pension benefits. This pension valuation method reflects the present value of estimated pension
benetits that will be paid in future years as a result of emplovee services performed to date, and is

adjusted for the effect of projected salary increases. There are no actuarial valuations performed
on individual school districts.

The Oklahoma Teacher Retirement System issues an independent financial report, financial
statements, and required supplementary information that can be obtained in writing at the
Oklahoma Teacher’s Retirement System, P.0. Box 53524, Oklahoma City, OK 731352 or by
calling 405-521-2387.

Ten year historical trend information is presented in the Teacher’s Retirement System of the
Oklahoma Annual Report for the vear ended June 30, 2013, This information is useful in

assessing the pension plan's accumulation of sufficient assets o pay pension benefits as they
become due,

Schedule of Funding Progress (dollars in millions) (unaudited)
Linfunded
Actuarial Actuarial Actuarial LAAL as %
Value of Accrued Accrued Annual of Covered
Actuarial Assets(AVA)  Liability Liability Funder Covered Payroll

Waluation Date [l 1AALNEY {UAALYWb-al  Ratin{a'h) Pavroll{¢) {b-ah(c)
June 30, 2043 64369 [ 18252 54883 S 0% 3.045.7 | BD.2%5
Jume 30, 2004 i, G, S [ 4,080.1 T419.2 47 3% 30307 244 8%
Jume 30, 2005 69527 14,0524 704007 49 5% 3.1715.2 223.6%
Jume 30, 2006 74704 5. 1434 TH7249 49.3% 33549 228. T
Jume 30, 2007 84219 16,0244 T.4602.5 S36%% 31,5989 211.2%
Jume 30, 2008 02568 18,3469 G090, 1 50.5% 3,751.4 243.5%
Jume 30, 200% 4390 | 8. 950.9 0L512.0 40 8% 1R079 249 8%
Jumg 30, 2000 O, 5667 19,9806 10,4140 47.9%, 3.854.8 270.2%
Jume 30, 2011 o.960.6 17,5608 T,600.2 56. 7% 37733 201 4%
Jume 30, 2012 [0, 1505 18.588.0 £.397.4 54, 8% Jo248 214.0%
Jume 30, 2013 [0.B&T.1 18,9732 211210 §T.2% 39311 206.3%
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PEGGS SCHOOL DISTRICT NO. CO31
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE §: CONTINGENCIES AND OTHER COMMITMENTS

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

NOTE 9: INSURANCE COVERAGE

The District purchases commercial insurance policies covering property casualty loss, public
liability, school board member and administrator liability, and worker’s compensation. The
Distrietl also purchases surety bonds for employees in all positions required by state law to be

bonded.

NOTE 10: ACCUMULATED UNPAID YACATION, SICK LEAVE BENEFITS, AND
HEALTH CARE COVERAGE

The District provides sick leave benefits to the certified staff in accordance with Title 70, Article 6-
104, of the Oklahoma statutes, which provides for an annual accrual of sick leave of ten days and
personal business days acerual of three days, Ten days are allowed to accumulate up to a total of 60
days per employee. None of the benefits are payable upon retirement or death. The District pays
for 0% of the health care premiums for its staft.

NOTE 11: SURETY BONDS

The District has a Public Officials Blanket Position Bond (68433784) with Western Surety
Company, dated 09/0172012-09/01/2013. The limits of indemnity are Activity Fund Clerk
$5.000.00, Lunch Fund Clerk $5.000. Encumbrance Clerk $5.000 and Minutes Clerk $5.000. The
superintendent has a $100,000 bond (70752612 dated 07/01/2012-07/10/2013 with Western Surety
Company. The treasurer has a $100,000 bond {5083878) dated 09/01/2012-0%/01/2013 with Ohio
Casualty Bond.
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PEGGS SCHOOL DISTRICT NO. COJ31
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
FIDUCIARY FUNDS - REGULATORY BASIS

JUNE 30, 2013
Agoncy
Frumed
Aciivity
Fund
ASSETS
Cash and Invesimens 5 TER4EL
Tolad Ay % T.E4el
LIABILITIES AND FUND BALANCES
Linhilities:
Dz b Srudent Growps 3 OTR4060
l'otal Lesbilitiess 5 TERMa0
Fuml Balanaes:
Unireserved;
Undesignated
Toial Fund Balances
Total Liabalnses and Fund Balances £ T.HADR)

The accompanying notes and auditor’s report are an integral part of these financial statements.
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PEGGS SCHOOL DISTRICT NO. CO31

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

ACTIVITIES
Swdent Activilies
Lodal - All Apency Fumls

ASSETS
Cnsh
Togal Asseis

LIABILITIES
Erue b0 Siudens Girouwps
Toanl 1.5ahalrcs

FIDUCIARY FUNDS - REGULATORY BASIS

JUNE 30, 2013
Agency Funds
Ralance Malance
July 1, 2012 Additions Debeions Jurez 30, 20103
5  haRed) % RoRes1Y 5 Fla4587 §  T.R40.6]
§ 0238521 3 8931 5 DI4438T 5 TRAGI
¥ B2 § K9EG527 § U1 44387 £ 7RG
§ 958321 5 B989527 8 PIANAT 0§ TRM6I
3 9iRwll 5 BY.EUS 27 5 9144387 $ 78404l
$ 538921 5 B9.EWSIT § GlA43H7 £ T.RALGI
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ALAN C.Hz‘lPMAN Certfred Public Accountant

401 South Water * Tahlequah, Oklahoma 74464 = (918) 456-9991 » Fax (918) 456-9242 « chapieintellex.com

REPORT ON ONTROL OVER FIN
AND COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
COMBINED F NCIAL STATEMENTS PE N

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Board of Educaton
Peggs School District No, C0O31
Peggs, Cherokee County, Oklahoma

I have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits comained in Government Auditing
Stenddards, 1ssued by the Comptroller General of the United States, the accompanying fund tvpe and
account group financial statements regulatory basis of Peggs School District No, €031, Oklahoma
as listed in the Table of Contents, as of and for the year ended June 30, 2013, and the related notes
to the financial statements. and have issued my report thereon dated September 6, 2013, which was
adverse with respect to the presentation of the financial statements in conformity with the regulatory
basis of accounting for Oklahoma school districts and did not conform to the presentation
requirements of the Governmental Accounting Standards Board, However, my report was qualificd
tor the omission of general fixed asset account groups with respect to the presentation of financial
statements on the regulatory basis of accounting authorized by the Oklahoma State Board of
Education.

Internal Control Over Financial Reporting

In planning and performing my audit of the linancial statements, | considered Pegps School District
No. CO31s internal control over financial reporting to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing my opinion on the financial
stalements, but not for the purpose of expressing an opinion on the effectiveness of Peggs School
District No. CO31's internal control. Accordingly. | do not express an opinion on the effectiveness
of the Peggs School District No. C031's internal control.

A deficiency in internal conirol exists when the design or operation of a control over compliance
does not allow management or emplovees. in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement
of a federal program on a timely basis. A marerial weakness is a deficiency, or combination of
deliciencies, in internal control over compliance, such that there is a reasonable possibility that
material misstatement of the entity’s financial statement will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiéncy, or a combination of
deficiencies, in internal control that is less severe than a material weakness, vet important enough
o ment attention by those charged with governance,
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My consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in the internal
control that might be significant deficiencies or material weaknesses. Given these limitations during
my audit, I did not identify any deficiencies in internal control over financial reporting that we

consider to be material weaknesses, However, material weaknesses may exist that have not been
identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Pegps School District No, CO31's financial
statements are free of misstatement, [ performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of my audit and, accordingly, |
de 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 Governmenr Auditing Standards.

I noted certain matters that | reported to management of Peggs School District No. CO31 in a
separate letter dated September 6, 2013,

The purpose of this report is solely to describe the scope of my testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s control or compliance. This report is an integral part of an audit performed in accordance
with Crovernment Auditing Standards in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

September 6, 2013
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Alan Chapman, CPA



PEGGS SCHOOL DISTRICT NO. CO31
SCHEDULE OF ACCOUNTANT’S PROFESSIONAL
LIABILITY INSURANCE AFFIDAVIT
JULY 1, 2012 TO JUNE 30, 2013

State of Oklahoma

County of Cherokee

The undersigned auditing firm 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 Peggs School for the audit year 2012-2013.

Alan Chapman, C.P.A,
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AUDIT ACKNOWLEDGMENT

PEGGS SCHOOL DISTRICT NO. C031

CHEROKEE COUNTY, OKLAHOMA
JULY 1, 2012 TO JUNE 30, 2013

The annual independent audit for the Pegps School District No. CO31, was presented to the Board
of Education in an Open Meeting on September 11, 2013, by Alan Chapman, CPA.

The School Board acknowledges that as the governing body of the District, responsible for the
District’s financial and compliance operations, the audit findings and exceptions have been presented
1o them.

A copy of the audit, including this acknowledgment form, will be sent 1o the Oklahoma State
Department of Education within thirty (30) days from its presentation, as stated in 70 0.8, 22-108:

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

,.L)qL B&J.MID! Nner/
Sup:rmlcn Board of Education Vice President
e

Board of Education President Board of Education Member

Board of Education Member

Board of Education Member

Board of Education Member

Board of Education Member

Subseribed and sworn to before me on this || day of \Ef ,JH puagrs 2013
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PEGGS SCHOOL DISTRICT NO. CO31
STATEMENT OF PRIOR YEAR FINDINGS
JUNE 30, 2013

PRIOR YEAR FINDINGS:

There were no prior vear findings.



