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~ INDEPENDENT AUDITOR’S REPORT

- The Honorable Board of Education

Porter Consolidated Schoo! District No. I-365

Porter, Oklahqma 74454-0120

! have audited the ‘accompanying regulatory basis financial statements of Porter Consolidated

School District No, 1-365, Porter, Oklahoma, as listed in the table of contents as of and for the
year ended June 30, 2012. These financial statements are the responsibility of the District’s

.management. My responsibility is to express an opinion on these financial statements based on

my audit.

I conducted my audit in accordénc‘c' with audiﬁng standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the

" United States. Those standards require that I'plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements. =~ An audit also includes assessing the accounting principles used and

significant estimates made by management, as well as evaluating the overal] combined financial
statement presentation. [ believe that my audit provides a reasonable basis for my opinion.

. 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 principles generally accepted in the United States of America are also

. described in Note 1. '

Also, as discussed in Note 1, the regulatory basis financial statements referred to above do not
include the general fixed asset account group. The amount that should be recorded in the general
fixed assets group is not known. If the general fixed assets account group had been included, the
amount of the adjustments to the regulatory basis financial statements is not known., '

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 principles generally
accepted in the United States of America, the financial position of Porter Consolidated School
District No. I-365, Porter, Oklahoma as of June 30, 2012, and the results of its operations for the
year then ended. . '
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However, in my opmlon except for the omission of the ‘general ‘fixed assets account group, '
which results in an 1ncomplete presentation as explamed in the fourth paragraph, the financial

~ statements referred. 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 -

apphcable of Porter Consolidated School District No. 1-365, Porter, Oklahoma, as of June 30,
2012, and the revenues collected and expenchtures pald for the year then ended on the regulatory' :
ba51s of accountmg described in Note 1.

In accordance w1th Government Audztzng Standards I have also issued a report dated March 4 |

_ 2013, on my consideration of the District’s internal control over financial reporting and my tests

of its. 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 comphance and the results of that testing, and not to prov1de
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 Audztmg Standards and
should be considered in assessing the results of my audlt

- My audlt was conducted for the purpose of formmg an opinion on the regulatory basis financial

statements ‘that collectively comprise Porter Consolidated School District No. [-365’s. basic

* financial statements. The accompanying Schedule of Expenditures of Federal Awards is
- presented for additional analysis as required by U.S. Office of Management and Budget Circular

- A-133, Audits of States, Local Governments, and Nonprofit Organizations, and is not a requlred
part of the combined financial statements. The combining fund statements and supporting =

- schedules listed in the table of contents are presented for purposes of additional analysis. This
‘other supplementary information has been subjected to the auditing procedures applied in the

audit of the financial statements and, in my opinion, is fairly stated in all material respects in
relation to the financial statements taken as a whole.

/ Jack H. enkms

Certified Pubhc Accountant P. C

~ March 4, 2013
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -
REGULATORY BASIS - BUDGETED GENERAL FUND

Revenues
Local sources
Intermediate sources
State sources
Federal sources
Non-revenue receipts
Total revenues

Expenditures
Instruction
Support services
Operation of non-instructional services
Other ouflays '
Non-categorical
Total expenditures

Revenues over (under) expenditures

Other financing sources (uses)
Estopped warrants

Revenue and other sources over (under)
expenditures and other uses

Cash fund balance, beginning of year

© Cash fund balance, end of year

JUNE 30, 2012
GENERAL FUND
ORIGINAL FINAL
BUDGET BUDGET ACTUAL

$ 490348 450,348 553,344
80,848 80,848 89,417
2351712 2,351,712 2,435 803

255 961 255 961 391,274

27162

3.178,869 3178869 3,497,000
2,300,874

1175517

6,771

43571

4,386,612 4,386,612

4,386,612 4,386,612 3,526,733
(1,207 743) (1,207,743) (29,733)

1292
(1,207.743) (1,207,743) (28,441)
1.207,743 1207743 1207743

$ - . 1,179,302

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

-8-



INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
(j COMBINED STATEMENT OF REVENUES, EXPENDITURES
o/ AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -
REGULATORY BASIS - ALL BUDGETED SPECIAL REVENUE FUNDS

JUNE 30, 2012
SPECIAL REVENUE FUNDS
ORIGINAL - FINAL
BUDGET BUDGET ACTUAL
1
| Revenues :
| Local sources | $ 143,403 143,403 170,013
State sources 19,373 18,373 24 104
Federal sources : 189,224 189,224 197,110
Non-revenue receipts 139
Totat revenues 352,000 352,000 391,366
Expenditures
_ Support services 42,936
Lo Operation of non-instructional services 315,428
. Facilities Acquisition & Construction Services 56,639
Other outlays 139
Non-categorical 606,504 606,804
Total expenditures 606,804 606,804 - 415,142
Revenues over (under) expenditures (254,804) (254,804) | (23,776)
Cash fund balance, beginning of year 254,804 254,804 254,804
Cash fund balance, end of year $ - - 231,028

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

-9-



INDEPENDENT SCHOOL DISTRICT NO., I-365, WAGONER COUNTY
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -

REGULATORY BASIS - DEBT SERVICE FUNDS

Revenues

Local sources

Expenditures

Other outlays

Debt service

Revenues over (under) expenditures
Cash fund balance, beginning of year

Cash fund balance, end of year

JUNE 30, 2012
DEBT SERVICE FUND
ORIGINAL FINAL
BUDGET BUDGET ACTUAL
309,782 309,782 322,855
301,926 301,926 306,785
7,856 7,856 16,070
(7,856) (7,856) (7,856)
] - 8,214

-10-
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2012

Summary of Significant Accounting Policies

The basic financial statements of the Porter Consolidated Public Schools Independent
District No. I-365 (the “District”) have been prepared in conformity with another
comprehensive basis of accounting as prescribed by the Oklahoma State Department of
Education. The more significant of the District’s accounting policies are described below.

A. Reporting Entity

The District is a corporate body for public purposes created under Title 70 of the Oklahoma
Statutes and accordingly is a separate 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.

In evaluating how to define the District, for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component
unit 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 significantly influence operations, 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 benefits the District and/or its citizens, or whether the
activity is conducted within the geographic boundaries of the District and is generally

~ available to its patrons. A third criterion used to evaluate potential component units for

inclusion or exclusion from the reporting entity is the existence of special financing
relationships, regardless of whether the District is able to exercise oversight
responsibilities. Based upon the application of these criteria, there are no potential
component units included in the District’s reporting entity. The Parent Teacher
Association (PTA) is not included in the reporting entity. The District does not appoint any
of the board members or exercise any oversight authority over the PTA.

-11-
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2012

Summary of Significant Accounting Policies- contd.

B. Fund Accounting

The District uses funds and account groups to report on its financial position and the results
of its operations. Fund accounting is designed to demonstrate legal compliance and to aid

financial management by segregating transactions related to certain district functions or
activities.

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

categories: governmental, proprietary and fiduciary. Each category, in turn, is divided into
separate “fund types.”

Governmental Fund Types

Governmental funds are used to account for all or most of a government’s general
activities, including the collection and disbursement of earmarked monies (special revenue
funds), the acquisition or construction of general fixed assets (capital projects funds), and
the servicing of general long-term debt (debt service funds).

General Fund - The general fund is used to account for all financial transactions except
those required 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.

Special Revenue Fund - The special revenue funds ate the District’s building, co-op and
child nutrition funds.

Building Fund - The building fund consists of monies derived property taxes levied
for the purpose of erecting, remodeling, repairing, or maintaining school buildings
and for purchasing furniture, equipment and computer software to be used on or for
the school district property, for paying energy and utility costs, for purchasing
telecommunications setvices, for paying fire and casualty insurance premiums for
school facilities, for purchasing security systems, and for paying salaries of security
personnel.

-12-
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INDEPENDENT SCHOOL DISTRICT NO. 1-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 3¢, 2012

Summary of Significant Accounting Policies- contd.

B.  Fund Accounting - contd.

Co-op Fund - The co-op fund is established when the boards of education of two or
more school districts enter into cooperative agreements and maintain joint programs.
The revenues necessary to operate a cooperative program can come from federal,
state, or local sources, including the individual contributions of participating school
districts. The expenditures for this fund would consist of those necessary to operate
and maintain the joint programs. The District did not maintain this fund during the
2011-12 fiscal year.

Child Nutrition Fund - The child nutrition fund consists of monies derived froﬁl
federal and state financial assistance and food sales. This fund is used to account for
the various nutrition programs provided to students.

Debt Service Fund - The debt service fund is the District’s sinking fund and is used to
account for the accumulation of financial resources for the payment of general long-term
(including judgments) debt principal, interest and related costs. The primary revenuc
sources are local property taxes levied specifically for debt service and interest earnings
from temporary investments.

Capital Projects Funds - The capital projects fund is the District’s bond fund and is used to
account for the proceeds of bond sales to be used exclusively for acquiring school sites,
constructing and equipping new school facilities, renovating existing facilities, and
acquiring transportation equipment.

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 is necessary or useful to sound financial
administration. Goods or services from such activities can be provided either to outside
parties (enterprise funds) or to other departments or agencies primarily within the District
(internal service funds). The District has no proprietary fund types.

Fiduciary Fund es :

Fiduciary funds are used to account for assets held on behalf of outside parties, including
other governments, or on behalf of other funds within the District. When these assets are
held under a trust agreement, either a nonexpendable trust fund or an expendable trust fund
is used depending on whether there is an obligation to maintain trust principal. Agency

13-



INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies- contd.

B. Fund Accounting - contd.

funds 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.

Expendable Trust Funds - Expendable trust funds include the gifts and endowments fund,
medical insurance fund, workers compensation fund and the insurance recovery fund. The
District did not maintain any expendable trust funds during the 2011-12 fiscal year.

_ Gifts Fund - The gifts fund receives its assets by way of philanthropic foundations,
individuals, or private organizations for which no repayment or special service to the
contributor is expected. This fund is used to promote the gencral welfare of the
District.

Medical Insurance Fund - The medical insurance fund accouhts for revenues and
expenditures for all types of self-funded medical insurance coverage.

Workers Compensation Fund - The workers compensation fund accounts for revenues
and expenditures for workers compensation claims.

Insurance Recovery Fund - The insurance recovery fund accounts for all types of
insurance recoveries, major reimbursements and reserves for property repairs and
replacements.

Agency Fund - The agency fund is the school activities fund which is used to account for
monies collected principally through fundraising efforts of the student and District-
sponsored groups. The administration is responsible, under the authority of the Board, in
collecting, disbursing and accounting for these activity funds.

Account Group
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 fixed assets.

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 futire years to complete retirement of the
debt principal. It is also used to account for other liabilities (judgments and lease
purchases), which are to be paid from funds provided in future years.

-14-
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INDEPENDENT SCHOOL DISTRICT NO. 1I-365, WAGONER COUNTY

NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS

FOR THE YEAR ENDED JUNE 30,2012
Summary of Signiﬁcaﬁt Accounting Policies- contd.

B. Fund Accounting - contd.

General Fixed Assets Account Group - This account group is used by governments to
account for the property, plant and equipment of the school district. The District does not
have the information necessary to include this group in its financial statements.

Memorandum Only - Total Column

The total column on the combined financial statements - regulatory basis is captioned
“memorandum only” to indicate that it is presented only to facilitate financial analysis.
Data in this column does not present financial position, results of operations or cash flows
in conformity with generally accepted accounting principles. Neither is such data
comparable to a consolidation. Interfund eliminations have not been made in the
agpregation of this data.

C. Basis of Accounting and Presentation

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

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

- 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.

-15-
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies- contd.

D.  Budgets and Budgetary Accounting

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 earned and liabilities are incurred for proprietary fund types and trust funds.

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. If the preliminary budget requires an additional levy, the District
must hold an election on the first Tuesday in February fo 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.

The District may upon approval by a majority of the electors of the District voting on the
question make the ad valorem levy for emergency levy and local support levy permanent.

Under current Oklahoma Statutes, a formal 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
supplemental appropriations and approved transfers between budget categories.

E. Assets, Liabilities and Fund Equily

Cash - Cash consists of cash on hand, demand deposit accounts, and interest bearing
checking accounts.

Investments - Investments consist of direct obligations of the United States Government
and agencies; certificates of deposit of savings and loan associations, bank and trust
companies; savings accounts or savings certificates of savings and loan associations, and
trust companies; and warrants, bonds or judgments of the district. All investments are
recorded at cost, which approximates market value.

Inventories - The value of consumable inventories at June 30, 2012 is not material to the
combined financial statements-regulatory basis.

-16-
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
' FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies- contd.

E. Assets, Liabilities and Fund Equity — contd.

Fixed Assets and Property, Plant and Equipment - The General Fixed Asset Account Group
is not presented.

Warrants Payable - Warrants are issued to meet the obligations for goods and services
provided to the District. The District recognizes a liability for the amount of outstanding
warrants that have yet to be redeemed by the District’s treasurer.

Encumbrances - Encumbrances represent commitments related to purchase orders,
coniracts, other commitments for expenditures or resources, and goods or services received
by the District for which a warrant has not been issued. An expenditure is recorded and a
liability is recognized for outstanding encumbrances at year end in accordance with the
regulatory basis of accounting.

Unmatured Obligations - The unmatured obligations represent the total of all annual
accruals for both principal and interest, based on the lengths of the bonds and/or judgments,
less all principal and interest payments through the balance sheet date in accordance with
the regulatory basis of accounting.

Funds Held for School Organizations - Funds held for school organizations represent the
funds received or collected from students or other co-curricular and extracurricular
activities conducted in the district, control over which is exercised by the board of
education. These funds are credited to the account maintained for the benefit of each
particular activity within the school activity fund.

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

Cash Fund Balance - Cash fund balance represents the funds not encumbered by purchase
otder, legal contracts, outstanding warrants and unmatured obligations.

-17-



INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies- contd.

F. Revenue and Expenditures

Local Revenues - Revenue from local sources is the money generated from within the
boundaries of the District and available to the District for its use. The District is authotized
by state law to levy property taxes, which consist of ad valorem taxes on real and personal
property within the District. These property taxes are distributed to the District’s general,
building and sinking funds based on the levies approved for each fund. The County
Assessor, upon receipt of the certification of tax levies from the county excise board,
extends the tax levies on the tax roll for submission to the county treasurer prior to 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 owned. If at the end of two years the owner has not done so, the purchaser is
issued a deed to the property.

Other local sources of revenues include interest earnings, tuition, fees, rentals, disposals,
commissions and reimbursements.

Intermediate Revenues - Revenue from intermediate sources is the amount of money from
funds collected by an intermediate administrative unit, or a political subdivision between
the district and the state, and distributed to districts in amounts that differ in proportion to
those which were collected within such systems.

State Revenues - Revenues from state sources for current 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 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. ‘

-18-
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IN])EPENDENT SCHOOL DISTRICT NO. 1-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies- contd.

F. Revenue and Expenditures- contd.

The District receives revenue from the state 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 catcgorical 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 District’s general fund.

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. :

An entitlement is the amount of payment to which the District is entitled pursuant to an
allocation formula contained in applicable statutes.

The majority of the federal revenues received by the District are apportioned to the general
fund. The District maintains a separate child nutrition fund and the federal revenues
received for the child nutrition programs are apportioned there.

Non-Revenue Receipts - Non-revenue receipts represent receipts deposited into a fund that
are not new revenues to the District, but the return of assets.

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

-19-



)

1.

INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Summary of Significant Accounting Policies- contd.

F. Revenue and Expenditures - contd.

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 service payments (principal and
interest) when applicable. Other uses includes scholarships provided by private gifts and
endowments; student aid and staff awards supported by outside revenue sources (ie.,
foundations). Also, expenditure for self-funded employee benefit programs administered
either by the District 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 from District funds.

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

All other interfund transactions, except quasi-external transactions and reimbursements, are
reported as transfers. 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 interfund transfers during the 2011-12 fiscal year.
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Deposits and Investments

Custodial Credit Risk

At June 30, 2012, the District held deposits of approximately $2,188,409 at financial
institutions. The District’s cash deposits, including interest-bearing certificates of deposit,
are entirely covered by Federal Depository Insurance (FDIC) or direct obligation of the
U.S. government insured or collateralized with securities held by the District or by its agent
in the District’s name. ' |

Investment Interest Rate Risk

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

Investment Credit Risk

The District has no policy that limits its investment choices other than the limitation of
state law as follows:

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 deposits 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. ,

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

d. County, municipal or school district 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 district.

e. Notes or bonds secured by mortgage or trust 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.).
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

2.  Deposits and Investments - contd.

The investments held at June 30, 2012 are as follows:

‘Weighted

Average

Maturity

Type (Months) _ Market Value Cost
Investments

Money Market $ 0 $ 0
Municipal tax-supported money judgments 0 0
Certificate of Deposit 1.000,000 1,000,000

- Total investments

Concentration of Investment Credit Risk

$1,000,000 $1,000,000

The District places no limit on the amount it may invest in any one issuer. The District has the
following of credit risk: 0% in Money Market funds, 0% in Municipal tax-supported money

judgments and 100% in CDs ($1,000,000).

3. General Long-term Debt

State statutes prohibit the District from becoming indebted in an amount exceeding the
revenue to be received for any fiscal year without approval by the District’s voters. Bond
issues can be approved by the voters and issued by the District for various capital
improvements. These bonds are required to be fully paid serially within 25 years of the

date of issue.

General long-term debt of the District consists of building bonds payable and a capital
lease. Debt service requirements for bonds are payable solely from the fund balance and

the future revenues of the debt service fund.
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| INDEPENDENT SCHOOL DISTRICT NO. 1-365, WAGONER COUNTY
F} ; NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
\ FOR THE YEAR ENDED JUNE 30,2012

3. General Long-term Debt — contd.

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

ended June 30, 2012:

Bonds Capital

Payable Leases Totals
Balance, July 1, 2011 : $ 900,000 2,178,773 3,078,773
Additions 125,000 0 125,000
Retirements 255,000 13.033 268,033
Balance, June 30, 2012 $__770,000 2,165,740 2.935.740

A brief description of the outstanding long-term debt at June 30, 2012 is set forth below:

Amount
outstanding
General Obligation Bonds
\ Building Bonds, Series 2008A, original issue $730,000, interest rate
j of 2.9-3.0%, due in annual installments of $180,000 beginning
June 1, 2010, final payment of $190,000 due June 1, 2013; ' $ 190,000
Building Bonds, Series 2009, original issue $310,000, interest rate
of 2.75-4.10%, due in annual installments of $75,000, beginning :
July 1,2011, final payment of $85,000 due July 1, 2014; 235,000
Building Bonds, Series 2010, original issue $220,000, interest rate
of 1.50-4.50%, due in annual installments of $55,000, beginning
July 1, 2011, final payment of $55,000 due July 1, 2015; 220,000
Building Bonds, Series 2011, original issue $125,000, interest rate
of 2.0-4.875%, due in annual instaliments of $30,000, beginning
July 1, 2013, final payment of $35,000 due July 1, 2016; 125,000
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

3.  General Long-term Debt — contd.

Amount

outstanding
Capital Leases
Lease agreement for real property, dated February 11, 2008, totaling
$3,123,586, interest rate of 5.14%, due in annual principal and
interest installments of various amounts beginning August 13, 2008,
with the final payment due August 15, 2017, 2,165,740
Total ‘ $_2,935.740

The annual debt service requirements for bond principal, and payment of interest are as follows:

Year ending

June 30 . Principal Interest Total
2013 $ 320,000 24,944 344,944
2014 160,000 15,787 175,787
2015 170,000 - 6,194 176,194
2016 85,000 1,763 86,763
2017 35,000 437 35,437
Totals $ 770,000 49,125 819,125

There was $40,120 interest paid on general long-term debt incurred during the current year.

The annual debt service requirements for capital lease principal, and interest are as follows:

Year ending
June 30 Principal Interest Total
2013 $ 413,703 111,297 525,000
2014 © 309,963 90,037 400,000
2015 200,892 74,108 275,000
2016 176,216 63,784 240,000
2017 475,271 54,729 530,000
Thereafter 589,695 30,305 620,000
Totals $2,165,740 424,260 2,590,000
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

4. Employee Retirement System

Plan Description

The District participates in the state-administered Oklahoma Teachers’ Retirement Plan, a
cost-sharing, multiple-employer defined benefit public employee retirement system
(PERS), which is administered by the board of trustees of the Oklahoma Teachers’
Retirement System (the “System™). The System provides retirement and disability benefits,
annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.
Title 70 Section 17 of the Oklahoma Statutes establishes benefit provisions and may be
amended only through legislative action. The Oklahoma Teachers’ Retirement System
issues a publicly available financial report that includes financial statements and required
supplementary information for the System. That report may be obtained by writing to
Teachers’ Retirement System of Oklahoma, P.O. Box 53524, Oklahoma City, OK 73152 or
by calling (405) 521-2387.

Basis of Accounting

The System’s financial statements are prepared using the cash basis of accounting, except
for accruals of interest income. Plan member contributions are recognized in the petiod in
which the contributions are made. Benefits and refunds are recognized when paid. The
pension benefit obligation is a standardized disclosure measure of the present value of
pension benefits. This pension valuation method reflects the present value of estimated
pension benefits that will be paid in future years as a result of employee services performed
to date and is adjusted for the effect of projected salary increases. There are no actuarial
valuations performed on individual school districts. The System has an under-funded
pension benefit obligation as determined as part of the latest actuarial valuation.

Funding Policy

The District, the State of Oklahoma, and the participating employee make contributions.
The contribution rates for the District and its employees are established by and may be
amended by Oklahoma Statutes. The rates are not actuarially determined. The rates are
applied to the employee’s earnings plus employer-paid fringe benefits. The required
contribution for the participating members is 7.0% of compensation. Beginning, July 1,
2010, the District and State were required to contribute 14.5% of applicable compensation.
Contributions received by the System are from a percentage of its revenues from sales
taxes, use taxes, corporate income taxes and individual income taxes. The District
contributed 9.5% beginning January 1, 2010 and the State of Oklahoma contributed the
remaining 5.0% during the year. The District is allowed by the Oklahoma Teacher’s
Retirement System to make the required coniributions on behalf of the participating
members. In addition, the District is required to match the retirement paid on salaries that
are funded with federal funds.
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INDEPENDENT SCHOOL DISTRICT NO. 1-365, WAGONER COUNTY
NOTES TO COMBINED FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30,2012

Employee Retirement System — contd.

Annual Pension Cost

The District’s portion of the total contributions for 2012, 2011 and 2010 were $166,098,
$187,519, and $191,620 respectively.

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 District
expects such amounts, if any, to be immaterial.

As of the audit report date, there was pending litigation against the Encumbrance Clerk and
Activity Fund Custodian regarding potentially fraudulent activities against the District.
Recovery of any potential losses could not be reasonably estimated.

Risk Management

The District 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 District 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.

Subsequent Events

Management has evaluated subsequent events through the date of the audit report, which is
the date the financial statements were available to be issued and has determined there to be -
an item necessary for disclosure. Agreed upon procedures were being conducted for the
period July 1, 2011 to October 29, 2012 relating to a pending investigation of potentially
fraudulent transactions in the activity funds and payroll expenditures. These transactions,
however, did not appear to cause any material misstatements in the financial statements.
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INDEPENDENT SCHOOL DISTRICT NO. 1-365, WAGONER COUNTY
COMBINING STATEMENT OF ASSETS, LIABILITIES AND
FUND EQUITY - REGULATORY BASIS - ALL SPECIAL REVENUE FUNDS

JUNE 30,2012
CHILD TOTALS
BUILDING NUTRITION (Memorandum Only)
ASSETS FUND FUND 2012 2011
Cash $ 141,083 94 740 235,823 289,361.
LIABILITIES AND FUND EQUITY
Liabilifies
Warrants payable ' 4,795 4,795 34,557
Fund Equity
Cash fund balances 141,083 89,045 231,028 254,804
Total Liabilities and Fund Equity  § 141,083 94,740 235,823 289,381
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INDEPENDENT SCHOOL DISTRICT NO. 1I-365, WAGONER COUNTY
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN CASH FUND BALANCES - REGULATORY BASIS - ALL SPECIAL REVENUE FUNDS

Revenues
Local sources
State sources
Federal sources
Non-revenue receipts
Total revenues

Expenditures
Support services
Operation of non-instructional services

Facilities, acquisition and const. services

Other outlays
Total expenditures

Revenues over (under) eipenditures
Cash fund balance, beginning of year

Cash fund balance, end of year

JUNE 30, 2012
CHILD TOTALS
BUILDING NUTRITION {(Memorandum Only)
FUND FUND 2012 2011

$ 87,065 82,948 170,013 160,470
24,104 24,104 20,393
197,110 197,110 189,183
139 139 454
87,065 304,301 391,366 380,500
42,936 _ 42 936 52,497
315,428 315,428 310,416

56,639 56,639
139 139 454
99,575 315,567 415,142 363,367
(12,510) {11,266) (23,776) 17,133
153,593 101,211 254,804 237,671

$ 141,083 89,945 231,028
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INDEPENDENT SCHOOL DISTRICT NO. 1-365, WAGONER COUNTY
COMBINING STATEMENT OF ASSETS, LIABILITIES AND
FUND EQUITY - REGULATORY BASIS - ALL CAPITAL PROJECTS FUNDS

JUNE 30, 2012
2011 12010 TOTALS
BUILDING BUILDING (Memorandum Only}
BOND FUND BOND FUND 2012 2011
ASSETS
Cash 3 70,662 - 70,662 70,348

LIABILITIES AND FUND EQUITY

Fund equity
Cash fund balances 70,662 - 70,862 70,348
Total Liabilities and Fund Equity  § 70,662 . 70,662 70,348
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_ INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY -
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN CASH FUND BALANCES - REGULATORY BASIS - ALL CAPITAL PROJECTS FUNDS

JUNE 30, 2012
2011 2010 TOTALS
BUILDING BUILDING (Memorandum Only)
BOND FUND BOND FUND 2012 2011

Revenue

Local sources - $ 314 - 314 " 750
Expenditures

Facilities, acquisition & const, services 54,652 70,348 125,000 150,000
Revenues over (under) expenditures (54,338) ‘ {70,348} {124,688) {148,250)
Other financing sources (uses)

Operating transfers in (ont) - {402)

Bond sales proceeds 125,000 125,000 220,000

Total other financing sources (nses) 125,000 - 125,000 219,598

Revenue and other sources over (under)

expenditures and other uses 70,662 {70,348) 314 70,348
Cash fund balance, beginning of year - 70,348 70,348 -
. Cash fund balance, end of year $ 70,662 - 70,662 70,348
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/Q} INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
h COMBINING STATEMENT OF ASSETS, LIABILITIES AND
FUND EQUITY - REGULATORY BASIS - ALL FIDUCIARY FUND TYPES

JUNE 30, 2012
AGENCY
FUNDS
ACTIVITY
FUNDS
2012 2011
ASSETS '
Cash $ 32,128 57,691
LIABILITIES AND FUND EQUITY
&8 Liabilities ‘
o Funds held for school organizations $ 32,128 57,691
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Activities

Athletics
Seniors Class of 2007
JH Cheer
Eighth Grade
Ninth Grade
Tenth Grade
Eleventh Grade
Elementary
FFA

FCCLA

Class of 2012
Library
Miscellaneous
NHS Account
Student Council
Yearbook
Academics
Class of 2013
High School
FCA

Art Club
Kindergarten
ist Grade

2nd Grade

3rd Grade

4th Grade

5th Grade

6th Grade
Gifted & Talented
Science
Fifth-Pratt
Drama Club
Pre K

Native American
Elementary P.E.
Class of 2008

INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
REGULATORY BASIS - ALL AGENCY FUNDS
FOR THE YEAR ENDED JUNE 30, 2012

Balance
July 1,2011

$ 10,491
210

1,445

211

991

2,068

5,433
12,775
1,329
1,684
872
212
254
880
2,681
500
2,774
2,562
73

99

91
534
145
637
324
925
268
803
17
929

5

91
382
1,470
5 515

Net

Additions Transfers Deletions
61,104 63,042
11,157 13,637
2,950 (211) 1,938
1,140 (780) 938
477 (1,067) 400

- 2,058 -
10,385 11,517
52,064 62,040
4473 5,501
3,136 4,874
5,429 4,665
842 298
1,451 1,083
1,570 1,588
5,163 6,650
638 1,068

4,022 5426

4,351 7,373
231 201
1,730 1,556
928 1,281
960 683
539 982
790 786
689 870
483 204
1,613 1,671
15 -
1,439 2,149
1,462 1,437
429 568
2,582 2,329

Balance
June 30,2012

7,653
210
(1,035)
1,012
413
1,068
2,058
4,311
2,799
301
(54)
1,636
756
622
662
1,194
70
1,370
(460)
73
129
285
181
422
194
328
744
547
745
32
219
5
76
243
1,723
515



(r} INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
REGULATORY BASIS - ALL. AGENCY FUNDS
FOR THE YEAR ENDED JUNE 30, 2012

~ Balance Net Balance

Activities July 1, 2011 Additions Transfers Deletions  June 30, 2012
Accelerated Reader ‘ $ 113 1,360 1,120 353
Newspaper Account 163 - - 163
Counselor 2,884 1,680 736 3,728
Class of 2009 101 - - 101
Audit Adjustment - (3,244) - (3,244)
TOTAL ASSETS - AGENCY
FUNDS ' 57,691 183,948 - 209,511 32,128

LIABILITTES AND FUND EQUITY

Funds held for
school organizations $ 57,691 183,948 - 209511 32,128

\
."I
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
m SCHEDULE OF SURETY BONDS
FOR THE YEAR ENDED JUNE 30, 2012

POSITION BOND COVERAGE
BONDING COMPANY COVERED NUMBER AMOUNT  EFFECTIVE DATES
Western Surety Superintendent 70764772 $100,000 7/111-7/1/12
Treasurst 69369379~ $100,000 7/3/11-7/3/12
Activity Fund Custodian 71121893 $1,000 TIN1-1/1/12
Encumbrance Clerk 14327656 $1,000 7//11-71/12
Minutes Clerk 71222921 $1,000 T/11-7/1/12
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_ Jack H. Jenkins, CPA ' AProfessianat;Cor_’pomtt'on' |

REPORT ON CONIPLIANCE AND ON INTERNAL CONTROL OVER
- FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS REGULATORY BASIS PERFORMED IN ACCORDAN CE WITH
' GOVERI\MENT A UDITING STANDARDS o

The Honorable Board of Education’
Porter Consolidated School District No. I-365

: Porter OkIahoma‘74454-0120 ,

1 have audited the regulatory basis ﬁnanclal statements of Porter Consohdatcd School District No. I- - "
365, Porter, Oklahoma, as of and for the year ended June 30, 2012, and have issyed my report

thereon dated March 4, 2013, The audit opinion was adverse to generally accepted accounting

* principles because the District prepates its financial statements on a basis of accounting prescribéd
by the Oklahoma State Department of Education that complies with the cash and budget laws of

Oklahoma, Whlch is a:comprehensive basis of accounting other than generally accepted accounting

' principles and quahﬁed as to the preparation of financial statements prepared on that basis. I

coriducted 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 Umted States

Internal Control Over Fmanclal Reportmg

In plannmg and perforrnmg my audit, I considered the Dlstrlct’s internal control over financial

reporting as a basis for designing my auditing procedures for the purpose of expressing my opinion

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 opmlon on the effectiveness of the District’s internal control over financial
reportmg

A deﬁczency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect 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 cohtro_l 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, 51gn1ﬁcant deficiencies, or material weaknesses have

been identified. I did not identify any deficiencies in internal control over financial reporting that I
consider to be matenal weaknesses, as deﬁned above.
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‘Compliance and Other Matters

As part of obtalnlng reasonable assurance about Whether the Dtstrlct § ﬁnan(:lal statements aré free of
~ material ‘misstatement, I performed tests of its- compliance with certain provisions of laws, -
- .regulatrons contracts  and grant agreements, noncomphance with which could have a direct and -
material effect on the determination of financial statement -amounts. Howevet, providing an opinion
‘on comphance with those provisions was not an objective of my audit and, accordingly, 1 do not
express such an opinion. - The results of my tests disclosed five (5) instances of noncompliance or
other matters that are requlred to be reported under Government Auditing Standards and which are
- described in the accompanying Schedule of Findings and Questioned Costs. T also reported these’

‘matters to the D1str1ct s management ina separate letter dated March 4, 2013

" The District’s response to the findings 1dent1ﬁed in my aud1t is described in the letter followmg the

Schedule of Fmdmgs I did not audlt the DlS‘tl'lCt s response and accorchngly, I express no oplnlon
on it.

This report is 1ntended solely for the information of the school board, management Oklahoma State _
Auditor and Inspector’s Office and the Oklahoma State Department of Edurcation, and is not 1ntended
to be and should not be used by anyone other than these specified parties.

Jack H Jénkins ‘
Certified Public Accountant, P.C.

March 4, 2013
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o Jack Hu J enkiﬂs ,CPA ‘ -Af"_rofessiondl Cbr?bra;ioﬁ

INDEPEN])ENT AU])ITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS_
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE :
WITH OMB CIRCULAR A-133.

. The Honorable Board of" Education

Porter Consolidated School District No. 1-365
Porter Oklahoma 74454 0120

' _‘Compllance

-1 have audited the compliance of Porter Consolidated School District No. 1-365, Porter, Oklahoma,
‘with the types of compliance requirements described in the U.S. Office of Management and Budget

(OMB) Circular A-133 Compliance Supplement. that are appllc::1ble to each of its major federal -

_ programs for the year ended June 30, 2012. The District’s major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned
* costs. Compliance with the requn'emcnts of laws, regulations, contracts and grants applicable to each

of its major federal programs is the responsibility of the District’s management. My respon51b111ty is

' to express an opmlon on the District’s comphance based on my audit.

I conducted my audlt of comphance in accordance with audltmg standards generally accepted in the

- United States of America; the standards applicable to financial audits contained in Government

Auditing Standards, issued by the Comptrolier General of the United States; and OMB Circular A-

133, Audits of States, Local Governments, and Non-Profit Organizations. ‘Those standards and OMB

Circular A-133 require that I plan and perform the audit to obtain reasonable ‘assurarice about
whether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major federal program occurred. An audit includes examining, on a

test basis, evidence about the District’s compliance with those requirements and performing such
- other procedures as I considered necessary in the circumstances. I believe that my audit provides a

reasonable basis for my opinion. My audit does not provzde a legal determination on the Dlstrlct S
comphance with those requirements.

In my opmlon Porter Consolldatcd School District No. 1-365, Porter, Oklahoma comphed in all

material respects, with the requlrements referred to above that are applicable to each of its major
federal programs for the year ended June 30, 2012, The results of my auditing procedures disclosed .

no iristances of noncompliance with those requirements that are required to be reported in accordance
with OMB Circular A-133.

Internal Control Over Compliance

The management of Porter Consolidated School District No. 1-365, Porter, Oklahoma is respons1b1e
for establishing and maintaining - effective 1nternal control over compliance with requirements of

40 -
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laws regulations, contracts and grants apphcable to federal prograrns In planmng and performlng '
my audit, I considered the District’s internal control over comphance with requirements that could
" - have a direct and material effect on a major federal program in order to determine my auditing
procedures ‘for the purpose’, of expressing my opinion on compliance, but not for the purpose of
'expressing an oplmon on the effectiveness of internal control over compliance. Accordingly, I donot

express an oplnlon on the effeettveness of the Dlstrlct s mternal eontrol over comphance

- A control deﬁc1ency in an entlty § 1nterna1 control over comphance exists when the design ot

operation of a control does not allow management or employees, in the normal course of performing
their assigned functlons to prevent or detect noncompliance with a type of compliance requirement
of -a’ federal program on 4 timely basis. A s1gn1ﬂcant deficiency is a control deficiency, or
.combination of control deﬁmenmes, that adversely affects the entity’s ability to administer a federal
. ‘prograr such that there is more than a remote likelihood that a misstaiement of the entity’s financial

statements that is more than 1nconsequent1a1 W111 not be prevented or detected by the entlty S 1nterna1
control. ' . : : : :

A material ‘weakness is a significant deﬁcieney, or combination of significant deﬁciencies,' that
results in more than a remote likelihood that a material misstatement of the financial statements wﬂl
not be prevented or detected by the entity’s internal control :

_ My cons1derat1on of mtemal control over comphance was for the Ilmlted purpose descrlbed in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. I did not identify any deﬂmenmes in
internal control over compliance that I consider to be material weaknesses, as defined above.

This report is intended solely for the information of the board of education and management, all -
applicable federal and state agencies, and those other ‘Governments from which federal financial
assistance was received and is not intended to be, and should not be, used by anyone other than these
‘ spemﬁed partles

Certiﬁe Public Accountant, P.C.

March 4, 2013
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INDEPENDENT SCHOOL DISTRICT NO. 1-365, WAGONER COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JULY 1, 2011 TO JUNE 30, 2012

Summary of Auditor’s Results

L.

The auditor’s report expresses an adverse opinion on the combined financial statements in
conformity with generally accepted accounting principles and a qualified opinion for the
omission of the general fixed asset account group on the combined financial statements in

conformity with a regulatory basis of accounting prescribed by the Oklahoma State
Department of Education.

No significant deficiencies relating to the audit of the financial statements are reported in

the Schedule of Findings and Questioned Costs.

. No instances of noncompliance material to the financial statements of the District were

reported during the audit, however, we noted five (5) immaterial instances of
noncompliance on pages 43-45 and in a management letter dated March 4, 2013.

No significant deficiencies relating to the audit of the major federal award programs are
reported in the “Report on Compliance with Requirements Applicable to Each Major
Program and Internal Control over Compliance in Accordance with OMB Circular A-133”

An unqualified opinion report was issued on the compliance of major federal award
programs,

The audit disclosed no audit findings and questioned costs, which are required to be
reported under OMB Circular A-133 § 510(a).

The programs tested as major federal programs were: Special Education programs and
Child Nutrition programs, which were each clustered in the determination.

The dollar threshold used to determine between Type A and Type B programs was
$300,000, .

The District did not qualify to be a low-risk auditee.
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JULY 1, 2011 TO JUNE 30, 2012

Findings — Financial Statement Audit

12-01 — Activity Fund Reconciliation

Condition: We observed that reconciliation from the bank statement to the activity fund control
ledger did not appear to be done in a timely manner and on a monthly basis, leaving year-end
cash overstated by $3,244 as a result of erroneously entered receipts.

Criteria: According to the OCAS manual, “The School Activity Fund custodian shall furnish a
report to superintendent and board of education monthly. This report should show previous
balance in each Sub-Account and total School Activity Fund balance. The Activity Fund
custodian shall reconcile the bank statement when received. This information will be included in
the monthly report to the superintendent and board of education.”

Effect: If the transactions are not entered timely, the District may not classify all receipts and

disbursements to the proper account.

Recommendation; The Activity Fund custodian must reconcile the sub-account balances to the
coritrol ledger at the same time the control ledger is reconciled with the bank statement at the end
of each month, as required by the State Department of Education.

12-02 — Activifv Fund Deposits

Condition: We observed receipts for the activity fund were not always deposited in a timely
manner and it appeared not all of the collections were receipted and deposited.

Criteria: All cash and equivalent collections should be receipted and receipts should be deposited
on a daily basis once the accumulated balance equals or exceeds one hundred dollars ($100.00)
or at least once a week regardless of how much is on hand.

Effect: Cash or checks relating to receipts that are not deposited timely could get lost or stolen
and collections not receipted cannot be traced to the bank statement.

Recommendation: The Activity Fund custodian should receipt all collections and deposit
receipts for cash and checks on a daily basis unless the daily total does not exceed one hundred
dollars ($100.00), but at least once a week regardless as required by the State Department of
Education.
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JULY 1, 2011 TO JUNE 30, 2012

12-03 — Game and Concession Receipts

Condition: Gate and concession receipts were compared to actual deposits and it appeared at
least $6,981 was not deposited info the Activity Fund during the period December 2011 to
February 2012. While some of the gate and concession collections did not appear to have been
deposited at all, others had partial deposits that included checks and money orders, both of which
are not accepted by the District as payment for admission and concessions. It would appear
collections for other activities were used to bolster these deposits. Due to incomplete
information, the extent of this discrepancy could not be determined.

Criteria: All collections of cash or check must be receipted by the Activity Fund Custodian and
deposited in a timely manner at the bank.

Effect: Cash relating to game and concession collections can be lost or stolen and cannot be
traced to a bank deposit.

Recommendation: That gate and concession collections be counted and verified by the sponsor

and Activity Fund Custodian and a receipt to the sponsor be issued at the time possession of the
funds is transferred.

12-04 — Payroll

Condition: Employee payroll contracts for Lori Tedder and Ashley Myers appeared to have been
overpaid by $4,474.68 and $3,230.02 respectively, with no explanation for the overpayment.

Criteria: The teacher and administrative pay for the fiscal year should agree to the employee
contracts with any differences documented in the payroll file.

Effect: The District could pay an amount that is not approved by the Board of Education and on
the personnel report submitted to the State Department of Education.

Recommendation: That a reconciliation between the payroll authorization report and the
contract be made at the beginning of the year to ensure that the employees are being paid
according to their contract,
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JULY 1,2011 TO JUNE 30, 2012

12-05 — Questionable Purchases

Condition: Purchases in excess of $3,600 made on the District’s Wal-Mart credit card appeared

to be of a questionable nature, including women’s clothing and video games. Due to incomplete

information, the full extent of this discrepancy could not be determined.

. Criterda: -Expenditures made with District funds should be for items considered within the
~ normal operating expenses of a school district and a policy should be in place regarding how the

District credit cards are administered.

Effect: The District could unknowingly purchase items of a personal nature or items prohibited
by law. S

Recommendation: That the District adopt a credit card policy and card check out procedure as
well as requiring a reconciliation of the monthly credit card staterent to individual receipts,
performed by personnel not associated with accounts payable.

Findings and Questioned Costs — Major Federal Award Programs Audit

None
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q | INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
\ DISPOSITION OF PRIOR YEAR’S SCHEDULE OF FINDINGS
JULY %,2011 TO JUNE 30, 2012

There were no material prior year audit findings.
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m INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER 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 coniract and
during the entire audit engagement with Porter Consolidated School District for the audit year
2011-12.

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

- ) 3
Iy / _ B 4'“[?

AUTHORIZED AGENT

Subsctibed and sworn to before me on this

}/ZE‘/ day of, Aarzh ,201%

A — >
NOTARX PUBLIC
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INDEPENDENT SCHOOL DISTRICT NO. I-365, WAGONER COUNTY
AUDIT ACKNOWLEDGEMENT
JULY 1, 2011 TO JUNE 30, 2012

The annual independent audit for the Porter Consolidated School District 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 district, responsible for the
districts financial and compHance 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.8. § 22-108:

“T'he 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.”

Dl ZoaZesr sk 2003

e Uperitende £ Schools Date of Board Meeting
L o
Aty —Zen W
‘ Board &f Education President ‘ Board ¢f Education Clerk

Cation Member

: Board of Education Membiﬁ .
Subscribed and sworn to before me on this I’?I day of ' @/LMLJ - pQ Dl 5
My commission expireson '/ dayof Lo é\.&u ,20 7 (Z
@m dow ATmee) - ”

Notary Public

Board of Education Vice President

Affix Notary Seal

Brenda Stone

Comm. #: 12010692
Exp. Date: 11-07.16

County: Wagoner
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'March4 2013

| J ack H. J eﬂkiﬂs 9 CPA A Pfofes_sional Corporation

- Porter Consohdated Pubhc Schools
‘Attn: Mr. Mark Fenton

PO Box 120 _ .
Porter, K 74454-0120

o _Deaer Fenton

. Listed below is the audlt ‘exception and recommendatlon from the. final audlt work we petformed for

you. Please review it carefully along with the copy of your audit report. We will mail out a copy of

 the audit report to the State Department of Education, Oklahoma State Auditor and Inspector’s.Office

and the Federal Clearinghouse within 30 days after the presentation of your audit. If you have

' ques'nons or desire add1t10na1 information, please call us so- that any dlscrepanmes may be resoived

‘The followmg section contams the exceptlon reIayed to management that are. 1mmatenal mstances of

noncomphance with laws and regulations ‘and which are included in the audit report. These.
comments require a. written response from your ofﬁce to be included in the copy of the audit 1eport
hat we send to the State Department of Edueatlon

<12 01 —Act1v1tv Fund Reconmhauon |

Condition: We observed that reeoneiliation from the bank statement to the activity fund control

ledger did not appear to be done in a tlmely manner and on a monthly basis, 1eav1ng year-end -

cash overstated by $3 244 as a result of erroneously entered reeeipts

'.Crlterla Accordmg to the OCAS manual “The School Actmty Fund eustodw.n shall furmsh a

report to superintendent and board of education monthly. This report should show previous
balance in each Sub-Account and total School Activity Fund balance. The Activity Fund

custodian shall reconcile the bank statement when received. This information will be 1nc1uded in
- the monthly report to the supermtendent and board of educatlon

| Effect If the, transactmns are not entered timely, the District may not class1fy all receipts and_
dxsbursements to the proper account. :

Recommendation: The Activity Fund custodlan ‘muist reconcile the sub-account balances to the _
control ledger at the same time the control ledger is reconciled with the bank statement at the end

‘of each month, as required by the State Department of Education.

10026 - A South Mingo Rd. # 309 « Tulsa, OK 74133-5700
Tulsa local phone (918} 366-4440 * Toll Free 1-866-536-5272« Fax (218) 366-4443
_ www Jackhjenkinscpa.com



- 12 02— Act1v1ty Fund Deposn

: Condrhon We. observed receipts for the act1v1ty fund were not always deposued in.a tnnely
. manner and it appeared not all of the collect1ons were recerpted and depos1ted '

| Crlterla All cash and eqmvalent collecuons should be recerpted and recelpts should be depos1ted

on a daily bas1s once the accumulated balance equals or exceeds one hundred dollars ($100 00)- L

or at least once a Week regardless of how much is on hand

Effect Cash or checks relatmg to rece1pts that are not deposrted tlmely could get lost or stolen :
and collecttons not recelpted can:not be traced to the bank statement

 Recommendation: The Act1v1ty TFund custodtan shoutd recerpt all collectlons and deposn
- teceipts for ¢ash and checks ona da11y basis unless the daily total does not exceed one hundred

‘dollars ($100 00), but at least once a- Week regardless as requ1red by the State Department of B

- _'Educatlon

-_ 12- 03 Gamc and Concessmn Recemts

| Condmon Gate and concession recetpts were compared to actual deposits and it appeared at -
least $6,981 was not deposrted into the Activity Fund during the period December 2011 to

h _February 2012.. While some of the gate and concession collections did not appear to have been - :
deposited at all, othets had partial deposits that included checks and money orders, both of which =

are not accepted by the District as payment. for admission and concessions. "It would appear

S collections for other activities were used to bolster these deposrts Due to incomplete . ”

-mforrnatlon the extent of this drscrepancy could not be-determined.

' Cnterta All collect1ons of cash or check must be recelpted by the Act1v1ty Fund Custodran and-'
‘deposited in'a t1mely manner at the bank. - '

. -.”Effect Cash relatmg to game’ and concessron collect1ons cari-be lost or stolen and cannot be o
traced to a bank: deposn : :

Recommendatton That gate and concession collecttons be counted and Venﬁed by the sponsor '
and Activity Fund Custodian and a recerpt to.the sponsor be issued at the time possessmn of the_
-funds is’ transferred _ :



12- 04 Pavroll

o Condition: Employee payroll contracts for Lor1 Tedder and Ashley Myers appeared to have been . |
- overpald by $4, 474 68 and $3 230 02 respectlvely, Wlth no explanatlon for the overpayment o

. Cr1ter1a The teacher and admmlstratlve pay for the ﬁscal year. should agree to the employee :
‘ contracts Wlth any differences documented in the payroll file. : ST
| Effect The District could pay an amotint that is not approved by the Board of Educatlon and on-

- the personnel report submitted to the State Department of Educatlon _

: 'Recom_mendatron That a reconcrhatlon between the payroll authorlzatlon report and the '

contract be made at the, beginning of the year to ensure that the employees are belng pald "
accordmg to their contract : ; ‘

. 12 05 Ouestlonable Purchases

-Condltlon Purchases in éxcess of $3 600 made on the D1strrct s Wal—Mart credrt card appeared ST
“tobeofa questlonable nature mcludmg women’s clothmg and video games Due to mcomplete S

1nforrnat10n the full extent of thrs drscrepancy could not be determmed

Crrterla Expendltures made Wlth Drstrlct ﬁmds should be’ for items consrdered within the. |
normal operating expenses of a school district and a policy should be 1 m place regardlng how the

' Dtstrrct cred1t cards are.administered.

-Effect: The Dlstrlct could unknowmgly purchase 1tems ofa personal nature or 1tems prohrblted'_
- by law, ‘

_Recommendatron That the Drstrlct adopt a credrt card pohcy and card check out prccedure as

well as requiring a reconciliation of the monthly credit card statement to 1nd1v1dual recelpts

_ performed by personnel not assoc1ated with accounts payable

We take thrs opportunity to thank you and your professronal staff for the outstanding cooperatron and

- invaluable assrstance you gave us durmg our recent onsite audit work

Sincerely,

~ / Jack H. ¥nkins

Certified Public Accountant, P.C.
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School Name

S
e

initial/date

EON Checklist

1) 653‘0 %/&3 ) / l Takeoff work papers filed an "S" drive and in front of book. (Warrant Account, General Ledger, aic.}

file format; takeoffs "date” "school” "initials"

2) @O 1\6 /63) )l Any new bond issues or judgments are filed with A.G.'s oginion or court document.
v f e ‘

s /A

A list of reserves has been filed in front of book and agrees with Warrant Account.

4) ’/‘\) 46 /2\3}/_2Verify that appropriations have not been exceeded for any funds.
T Fi w

) 10
6) PO ‘%’/9—%1

7)

8)

9)

10}

All supplemental appropriation forms {e.g. 307's or 308's) are filed in front of book.

Revenue has been confirmed and work paper has been concluded and filed in front of book.

Allocation notices entered into EON and filed in front of book.

County valuations have been entered (primarv'and all joint counties)

Note: Only use "Assessar's Report to the Excise Board" if it has been certified by County Clerk
2011 Appropriations worksheet has been started and filed with EON on "S" drive.

file format: 2011 appsheet "date" "school" "initials"

EON fite saved on "S" drive

11)

file format: 2011 EON "date" "school” “initials"

2011 Appropriations worksheet has been signed by school representative.

12

Three EON booklets have been maliled to client. Include the treasurer's copies of EON (including pubsheet)

and final 2011 appsheet along with the instructional cover letter.

Please initial and date after completing each step above. This formis to be kept in the front of the book
until finishing is complete. Please make notes of any special requests from the client on this form.

After EON is mailed please file this form in section 11.
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PORTER CONSOLIDATED SCHOOLS
i P.O. Box 120 ~ PORTER, OKLAHOMA 74454

Telephone 918-483-2401 Fax 918-483-2310 R
A ,:W Superintendent: Mark Fenton  E-mai); mfenton@porter.k12.ok.us P

e
-

o

March 13, 2013

Dear Mr. lenkins,

Please find the following responses to the findings of the audit performed by your firm fnr'the 2011-
2012 school year. '

Findings - Financial Statement Audit (page 43)
12-01 = Activity Fund Reconciliation

* - Bank statement for the Activity Fund will be completed by the 10" of sach month.
* Copy of Income/Expense Report for the Activity Fund will be attached to bank statement and
_ - raconciliation spreadsheet. (Attachment A)
p = Copy of recongiliation will be available for board to look over at their monthly board meeting,

12-02 = Activity Fund Depaosits

e As deposits are turned into Activity Fund custodian, custodian will sign off on Activity Fund
Collection Form. This is a three part form. The pink copy will go %o individual turning in deposit.
*  Custodian will make deposits as received, (Attachment B) |
¢ After receiving dep,os.'it slip back from bank, custodian will entry deposit on Fame. The receipt
number assigned by system will be written in deposit book yellow copy.
*  White copy of form will be attached to Treasurer's Receipt for office copy.
¢ . Yellow copy will attached to sponsors copy of the Treasurer's Receipt.

12-03 Game and Concession Receipts

* Asdeposits are turned into Activity Fund custodian, custodian will sign off on Activity Fund
Collection Form. This is a three part form. The pink copy will 2o to individual turning in deposit.

¢ Custodian will also attach copy of Gate Receipts/Concession Receipts with signatures of the two
people that counted receipts to the Treasuret's Receipt when printed. (Attachment € & D)

* Custodian will make deposits as received. _ :

*  After receiving deposit stip back from bank, custodian will antry deposit on Fame. The receipt
number assigned by system will be written in deposit book yellow copy.

*  White copy of form will be attached to Treasurer’s Receipt for office CopY.
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12-04 ~

12-05=-

Yellow copy will attached to sponsors copy of the Treasurer's Receipt.
Sponsor will be _verifying receipt 1o their raceipt book,

Payroll

At the beginning of the year payroll authorization rebort and the contracts will be
recongiled/proofed.

Questionable Purchases

Wal-Mart, Sam's and Hobby Lobby credit cards will be Iogged out and logged in. (Attachment E)
Receipts will be turned in when turning in cards.

Cards will be turned in next day after checking out.

Credit Cards will be signed off by two people proofing purchases.

PO numbers and warrant numbers will be written on orlgmal statement by purchases paying for,

Every effort will be put forward to maintain these controls plus others that we are presently working on.

Sincerely,
Mark Fenton
Superintendent
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Attachment A"

) Monthly Bank_ Reconciliation

“* Entry in gray boxes only
For The Month of : '

Date of Statement:

Statement Ending Balance:

Listing of DEPOSITS in transit / nhot appearing on statement

De

1[5 Lesve
3G amounts as
L e $0.00 unless
7 [ heeded,

Total of deposits not listed on bank statement:

Listing of GHECKS outstanding / not appearing on statement

Amount Check# Amount

K / AN . i > A SR
BN > 5
| d > >
| > > Leave
EXE » B amounts as
I > 30.00 unless
> | > needed.
q » -
3l o> [ i > |
Y > NER!
> i »
| » >
Total of outstanding checks not listed on bank statement: { $0.00]
CALCULATED ACCOUNT BALANCE: $79,895.76

provided by hito/iwww samplewerds.com
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Atlachment B "

Activity Fund Collection Form

~Deposit to the account of: Project # Date:

Person Making Deposit:

‘ ) Cash Amount: _ ‘ Check Amount: ' Total Deposit;
| 'Eo_ney From; _ Sponsor Receipt# From: To:
For Office use only betow line
| Account # ' Receipt#
' FY FUND PROJ SOURCE PROG SITE

Processed by: Posted Date:
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PORTER CONSOLIDATED SCHOOLS

Y

() . - P.0. BOX 120
o PORTER, OK 74454
‘GATE RECEIPTS’
. High'School * Jr. High ‘Basketball * Football * Soccer
Elementary . , Softball Basgeball
' _ ' , Tournament
DATE____ | ' 'PORTER V§
Pennies - " Pennies
Nickles | Nickles
Diroes | - * Dimes
.. Quarters ' ~ Quarters
)2 Halves | Halves
ONE Dollars___ * S ONE Dollars_
FIVE Dollars_____-  FIVE Dollars
TEN Dollars '_ TEN Dollars
TWENTY Dollars . | TWENTY dollars
TOTAL___ | TOTAL
Check # Less 'Begimﬁhg
' - ~ TOTAL_
Net Receipts
TOTAL

GATE WORKERS
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AHQ_Chmém‘(’ D"

. PORTER CONSOLIDATED SCHOOLS
‘P.0. BOX 120 TELEPHONE 918 483-2401

PORTER, OK 74454

*CONCESSION RECEIPTS*

High School * Jr. High - Basketball * Football
Elementary : ' Baseball * Sofiball
Date PORTER V§
Pennies Pennies
Nicldes Nicldes-. ll
- Dimes | Dimes
.Q#arters I Quarters
-Haﬁ@s H,alvés '
ONE Dollars  ONE Dollars_
~FIVE Dol]a.fs. - FIVE Dollars
TEN Dollars _ TEN Dolldrs |
TWENTY DOLLARS___  TWENTY Dollars
TdTAi. o TOIAL
C‘heck#- ' - Less Beginnjngl
. . TOTAL :
| Net Receipts :

wkaBRs |

TOTAL_
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Checlizd n by

Check Oul by 1 Bale Relurned

Date Gut
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Credit Card Type
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