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ALAN CHA PMAN Ceritfied Public Accountant

4U1 south Water » Tahlequah, Oklahoma 74464 « (918) 456-999] » Fax (918) 456-9242 » chap@intellex.com

INDEPENDENT AUDITOR'S REPORT

The Honorable Board of Education
Shady Grove School District CO26
Hulbert, Cherokee County, Oklahoma

I have audited the sccompanying combined financial statements - regulatory basis - of Shady Grove
School District No, CO26, Hulbert, Cherokee County, Oklahoma as of and for the vear ended June
30, 2012, as listed in the Table of Contents. These combined financial statements are the
responsibility of the Shady Grove School District’s management. My responsibility is to express an
opinion on these combined financial statements - regulatory basis based on my audit.

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

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 Depantment of
Education and budget laws of the State of Oklahoma which is a comprehensive basis of accounting
other than accounting principles generally 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 accepted in the United States of Amenca cannot be
reasonably determined, but is considered material.

As discussed in Note 1, the combined financial statements referred to above do not include the
general fixed asset account group, which should be included in order to contorm 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.

In my opinion, because the District’s policy is to prepare its combined financial statements on the
basis of accounting discussed in the third paragraph, the combined financial statements referred to
in the first paragraph do not present fairly, in conformity with accounting principles generally



Independent Auditor's Report (continued)

accepted in the United States of America, the financial position of Shady Grove School District
CO26, Hulbert, Cherokee County, Oklahoma as of June 30, 2012, or the results of its aperations for
the year then ended.

However, in my opinion, except for the effects of the omission of the general fixed assets account
group, the combined financial statements referred to in the first parapraph present fairly, in all
material respects, the assets, liabilities and fund balances - regulatory basis of the Shady Grove
School District CO26, Hulbert, Cherokee County, Oklahoma, as of June 30, 2012, and the revenues
collected and expenditures paid and encumbered for the year then ended, in accordance with the
basis of accounting described in Note 1,

Inaccordance with Government Auditing Standards, T have also issued my reported dated November
13,2012, on my consideration of the Shady Grove Schoeol District CO26, Hulbert, 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 matiers. The purpose of
that report is to describe the scope of my testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control aver
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards, and should be considered in assessing the results
of my audit.

My audit was conducted for the purpose of forming an opinion on the fund type and account group
with the combined financial statements. The combining, individual fund, account group, and
schedules listed in the Table of Contents are presented for purposes of additional analysis and are
not a required part of the combined financial statements of the Shady Grove School District CO26,
Such information has been subjected to the auditing procedures applied in the audit of the combined
financial statements and, in my opinion, is fairly stated in all material respects in relation to the
combined financial statements taken as a whole on the regulatory basis of accountin £ described in
Note 1.

November 15, 2012

F- 7
P s a-:‘?‘mﬂwf"

Alan Chapman, CPA
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NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS



SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

Y OF SIG

The financial statements of the Shady Grove School District No. CO26 (the “District”™) have been
prepared on a regulatory basis of accounting which is another comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America, Accordingly,
the accompanying financial statements are not intended to present financial position and results of
operations in conformity with accounting principles generally accepted in the United States of
America. The accounting policies are prescribed by the Oklahoma 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,

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 1o 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 net the only--criterion for including a potential component unit
within the reporting entity is the governing body's ability to exercise oversight responsibility, The
maost 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 eriterion used in evaluating potential component
units is the scope of public service. Application of this eriterion 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 1o exercise
oversight responsibilities. Based upon the application of these criteria, there are no potential
component units included in the Distriet’s reporting entity.

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 to
-§-



SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

NOTEl: S : NTING P

A. REPORTING ENTITY (continued)

public school education within the jurisdiction of the local dependent school district. The Board
receives funding from local, state, and federal government 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 Governments]
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.

B, FUND ACCOUNTING

The District used 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 centain district funclions 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 ar¢ 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.”

mienial Frumnd 5
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 Fundsj, 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 1o 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.



SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

;S Y

IFICANT ACC

Special Revenwe 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.

Debt Service 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 debt
service and interest earnings from temporary investments. The District did nol have a Sinking Fund
during the 2011-2012 school vear.

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, constructing and
equipping new school facilities, renovating existing facilities, and acquiring transportation
equipment. The District did not maintain a Capital Projects Fund during the 2011-2012 school year,

¢ Fidw 5
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 adminisiration. Cioods 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 F unds}, The District does not
have any Proprietary Funds.

Fiduciary Fund Types

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 the
terms of a formal trust agreement, either a nonexpendable trust fund or an ex pendable trust fund is
used, The terms “nonexpendable” and “expendable” refer to whether or not the District is under an
obligation to maintain the trust principal. Agency funds generally are used to account for assets that
the District holds on behalf of others as their agent, an do not involve measurement of results of
operations,

Agency Fynd - The Agency Fund is the School Activities Fund which is used to account for monies
collected principally through fundraising 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.

-10-



SHADY GROVE SCHOOL DISTRICT NO, CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

El: RY IFICAN Cou PrOoLl tinued

Accounr ﬁﬂ!EE

Account Groups are not funds, and consist of a self balancing set of accounts used onl ¥ to establish
accounting control over long-term debt and general fixed assets not accounted for in Proprictary
Funds.

General Long-Term Debt Account Growup - 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 the debt principal. Itis also used
to account for liabilities for compensated absences and early retirement incentives which are to be
paid from funds provided in future vears.

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

purposes.

EHOFiL fy-To “olmn
The total column on the financial statements is captioned “memorandum only™ to indicate that it is
presented only to facilitate financial analvsis. Datain 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 to a consolidation. Interfund eliminations have
not been made in the aggregation of this data.

C. 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
No. 34, Bavic Financial Statements - and 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 receipis and disbursements
modified as required by the regulations of the Oklahomia 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 ex penditures when approved.
. Investments and inventories are recorded as assets when purchased.
-11-



SHADY GROVE SCHOOL DISTRICT NO. C026
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

. BAST ACCOU, G i
. Lapital assets in proprietary funds ate recorded when aequired 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 hability 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 eamed and liabilities
are incurred for proprietary fund types and trust funds,

D. B S AN GETA cco NG - E, ATE 'EEDS

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
L. 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 expenditures.

The2011-2012 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.

CUMBRANCES
Encumbrances represent commitments to unperformed contracts for goods or services,
Encumbrance accounting--under which purchase orders and other commitments of TesOurces 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,



SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

NOTE 1; & Y OF SIGNIFI

£, ASSETS, LIABILITIES, AND FUND EQUITY

Cash and Cash Equivalents - The District considers all cash on hand, demand deposits, and highly
liquid investments, with an original maturity of three months or less when purchased, to be cash and
cash equivalents.

UNTING POL

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.

Inventories - The value of consumable inventories at June 30, 2012, 15 not material to the financial
statements. Purchases for inventory items are considered expenditures at the time the items were
encumberad.

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

presented. The amount that should be recorded in the General Fixed Asset Account Group is not
known.

Compensated Absences - In accordance with the provisions of Statement of Financial Accounting
Standards No. 43, Accounting for Compensated Absences, no liability is recorded for nonvesting
accumulating rights to receive sick pay benefits or vacation leave, Vested accumulated rights 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 is expected to be liquidated with expendable
available financial resources; however, vested or accumulated vacation leave that is expected to be
liquidated 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.

Long-Term Debt - 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
year. For other long-term obligations, only that portion expected to be financed from expendable
available financial resources is reported as a fund Hability of a governmental fund. The remaining
portion of such obligations is reported in the General Long-Term Debt Account Group when
applicable.

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

5



SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

N : SUMMARY ' CANT ACC ICIES {conti
G. REVEN. SES, AND EXPEN ES

Property Tax Revenues - The District is authorized by state law to levy property taxes which consist
ol 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 fifieen 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.

Ifthe first payment is not made timely, the entire 1ax becomes due and payable on January 2. Second
half taxes become delinguent on April | of the vear following the vear of assessment. If not paid by
the following October 1, the property is ofTered 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 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 reduciions or additions of revenue of the year
when the adjusiment is made.

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
categorical programs. The State Department of Education requires that categorical education
program revenues be accounted for in the General Fund,

Interfupd Transactions - Quasi-cxternal 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.

All other interfund transactions, except quasi-external transactions and reimbursements, are reported
as transfers. Nonrecurring or nenroutine permanent transfers of equity are reported as
-14-



SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

SIGN

ie NS conti
residual equity transfers. All other interfund transfers are reporied as operating transfers, There
were no operating transfers or residual equity transfers duning fiscal year 2012,

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management 1o make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and linbilities 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 transfer or pooling of risks among the participants of that pool. In accordance with
GASB No. 10, the District reports the required contribution to the poeol, net of refunds., as insurance
expense.

N i CAS D INY E

The District’s investment policies are poverned 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
IMSUrarce,

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

Deposits and Investments - The District’s cash deposits and investments at June 30, 2012, 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,
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NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
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SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

E 4:

There were no interfund receivables or payables at June 30, 2012,
NOTE 5: GENE NG-TE EBT

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,

General Long-Term Debt of the District consists of capital leases,

The following is a summary of the long-term debt transactions of the District for the vear ended June
30, 2012.

Enrly Cnpital
Bonds Compensated Retirement Lease
Payahle Absences Incentive Obligations Taou)
Balance, July 1, 2011 5 .00 5 oD £ .00 $23,853.98 FI)R55.08
Additions 0.00 000 .00 0.0 0.
Fetirements .00 (L0 (L0 (23,853 08 [23.853.98)
Balance, June 30, 2012 3 Q.00 3 1] § 0.0 3 004} 3 0,04

The District has entered into a lease agreement as lessee for financin £ the acquisition of a school bus.
The lease agreement qualifies as a capital lease for gccounting purposes since the title transfers at
the end of the lease term.

E 6: SUBSE

Subsequent events have been evaluated through January 3, 2012, which is the date the financial
statements were available to be issued,



SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

OTE 6: OT T EMPLOYMEN NEFITS
The District does not offer any early retirement incentive plans.

1: EMP T RETIRE TEM

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

Participation is required for all teachers and other certified employees and is optional for all other
regular employees of public educational institutions wha work at least 20 hours per week. A
participant’s date of membership is the date the first contribution is made to the System. The System
is administered by a Board of Trustees which acts as a fiduciary for investing the funds and
goverming the administration of the System. The Distriet has no responsibility or authority for the
operation and administration of the System nor has it any liability, except for the current contribution
Teuircments.

A participant with five vears 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 to beneficiaries, if certain options are exercised, equals two
percent of the average of the highest three earning years of contributory service multiplied by the
number of years of eredited service. A participant leaving emplovment before attaining retirement
age, but completing ten years of service, may elect to vest his accumulated contributions and defer
receipt of a retirement annuity until a later date. When a participant dies in active service and has
completed ten years of credited service, the beneficiary is entitled 1o a death benefit of $18,000.00
and the surviving spouse may, in lieu of the death benefit, elect to receive, subject to the surviving
spousal options, the participant’s retirement benefits accrued at the time of death,

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,
The total employer contribution rate is 9.50% for the year ended June 30,2012, Inaddition, he State
of Oklahoma contributes a percentage of its revenues from sales and use tax and the individual and
corporate income taxes into the System. The percentage is currently 5.0%. Additionally the System
receives “federal matching” contributions for positions whose funding comes from federal sources,
The federal matching contribution rate for FY 2012 was 6.50%. The District is allowed by the
Oklahoma Teachers Retirement System to make the required contributions on behalf o the
participating members. The required contribution for participating members is 7%.

18-



SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

The compensation for employees covered by the System for the year ended June 30, 2012 was
$816,051.68; the District’s total compensation was $1,119,530. Total contributions made during the
year ended June 30, 2012 by the District amounted to $119.274 which represents $75.677 for the
9.50% statutory and $43,597 for the 7% contribution paid by the emplovees, These contributions
represented 11.5% of covered compensation. The District is required to match the retirement paid
on salaries paid with federal funds.

The District’s contributions to the System for the vears ending June 30, 2012, 2011, and 2010 were
$119.274, 116,504, and $119.520, 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 ofestimated 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 Oklahoma Teacher Retirement System issues an independent financial report, financial
statements, and required supplementary information that can be abtained in writing at the Oklahoma
Teacher’s Retirement System, P.O. Box 53524, Oklahoma City, OK 73152 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 year ended June 30, 2011, This information is useful in assessing
the pension plan’s accumulation of sufficient assets to pay pension benefits as they become due,
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SHADY GROVE SCHOOL DISTRICT NO. CO26
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2012

: PLOYM REMENT S continued
Schedule of Fundj ress (dol in millions) (unaudit
Linfunded
Actuarial Actuarial Actuarial LIAAL as %
Value of Accrued Accrued Annual of Covered
Actuarial Assets(AVA)  Liability Liability Funder Covered Payroll

Valuation Date {al (AALNBY) J(UAALYb-a)  HRatio{a'b) Payrollic) {b-a)ic)
June 30, 2001 5,950 11,5911 56321 51.4% 2.990.5 188.3%
June 30, 2002 6.3 1049 12,2759 5.565.0 51.4% 3.047.1 195 8%
June 30, 2003 4369 11,925.2 53,4883 54,054 3.045.7 180.2%
June 30, 2004 6, 660.9 14,080.1 A2 473% 3.030.7 244 8%
June 30, 2005 6,952.7 14,052.4 7,007 d44,5% 1752 22%.6%
June 30, 2004 7.470.4 151434 0729 40 3% 3.354.9 228.7%
June 30, 2007 BA4219 16,0244 70025 52.6% 33089 211.2%
June 30, 2008 0.256.8 [8.346.9 009, | 50.5% 3,751.4 243.3%
June 30, 2009 9.439.0 [ 89509 3.512.0 49 8% 38070 249 gog
June 30, 20100 Q.A66.T | & 9806 10,141.0 47.0%4 3.854.8 270, 2%,

AND MMI

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 for
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,

NC : INSURAN VERAGE

The District purchased commercial insurance policies covering property casualty loss, public
liability, school board member and administrator liability, and worker's compensation. The District
also purchases surety bonds for emplovees in the following positions: Co-Custodian Aetivity Fund
bond number 15534777 with Western Surety Company dated 11/13/2011 through 11/13/2012 for
the sum of $25,000.00. Co-Custodian Activity Fund bond number 15534776 with Western Surety
Company dated 11/13/2011 through 11/13/2012 for the sum of 325,000.00. Minutes and
Encumbrances Clerk bond number 16068449 dated 01/05/2012 through 01/05/2013 in the amount
of $2,000.00. Superintendent bond number 70752117 dated 07/01/2011 through 07/01/2012 in the
amount of $100,000.00.
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SHADY GROVE SCHOOL DISTRICT NO, CO26
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
REGULATORY BASIS - FIDUCIARY FUNDS

JUNE 30, 2012
Agency
___Fund
Aetivity Tonal
___Fund 2012
ASSETS
Cash and Investmsents 3 BA3TT0 § RA3ITT0
Tatal Asscs 5 Bs3V70 § R&AITT0
LIABILITIES AND FUND BALANCES
Lizhilities:
(e bo Srudent Cirowps i Ra3rTn £ Ba3770
Totnl Lishilitieis 3 BsE3TO £ RAILTD
Fund Balances;
Unreserved-
Undesignated =
Total Fund Balances ) -
Taotal Liabilities and Fund Bakanses 5 RAITT0 ¥ 26370

The accompanying notes and auditor’s report are an integral part of these financial statements.
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SHADY GROVE SCHOOL DISTRICT NO. CO26
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
REGULATORY BASIS - FIDUCIARY FUNDS

JUNE 30, 2012
Ageney Funds
Halanoe Balanes

Buly 1, 2011 Additions Deletions June 30, 2012
ACTIVITIES
Student Actividies £ ROET.ED £ 407357 5 9 1B8.67 £ RA3ITT0
Total - A1l Agency Funds § RORT.ED 5 3973857 % U 1RR 4T 5  RRITT0
ASSET.
Cash 5 RORT70 £ 3973857 §  301B%.67 3 B63T.60
Tatal Asscls 5 RORTT0 0§ 3073347 0§ 3008E67T 0§ B6IT60
LIABILITIES
D i Sitoderi Groups £ BO§TTD 3 WTIRSAT % EEA L E o) %  BAITAD
Total Edabilites L EDRTTD £ 30TIRST 3 3918867 £ EAITED

T'he accompanying notes and auditor's report are an integral part of these financial statements.

-26-



Ihlﬂ.l

"SJUSLAIEYS [Maueul] a5 jo wed [Rifan ve ae podas s1oppne pue smou Fuidurdinoaae s )

Ty % GEEeEl % CiNE &  iLi6 §  TLRCEF % SITIRE U] PO SRR [V
5 3 R [3 5 SIMRRE PR 0 |
E i i 5 5 peand el
sEERI| g A
BLLLHN . B BLEFT 8 OfER B ELER %  Wera 8 PR R
GLIEVR 5 ECEME % OLLR % ELES 5§ Haslg & R SN
=T
ETRV T T TRV SHTITE YT
OCLEFE % ELLHEl & OCERE.  §  ELIB % GEslu % HEE LT
DCLETE & GRgRRl % OfCW % SLER §  OETEIG & UL L P qEE
- wiAsE
110t (IF] [IE] parg i
(L Ty LU ] e iR Ain iy
(e
T10T ‘0f ANDF

AN AINADY A0 SLNTOI2V-HIS - ONId AHYID2a
SAINYTIVE AN ANV STLLITIEVTT 'SLASSY 40 INIWILY LS DNINIEINOD
STO0 TON LOTHISIA TOOHDS AA0HD AOYHS



SRR )0 BEIRd) S0

1eg1dy d '
rRGRiE i1l fmeurmr provy ey g sedle K g

[F T WILiviet & TR HEIFL % 9D sks ok 5
W0SEC 0T iR A SST UL
Tl 166 HL L1 1860E Ry
[ oL SL0Es 00 SL0 5k
TLTIF T TLELr T TLTINYT
W THITHF IRk BFTHTGF
IEEIEST R L & EIENE
DErwwr s Wmrwii  msnrs  WAWL 5 EWGLs
- 8 Che N L RL - 1R LL
- BO LT L GO SLTE BYELLE
15 TLFSE 15 TLESE 15 TLFSE
= T TRF AR TFEIT 1L LB RIFL CEHIRES
. LEELFL LEEIVL T
EF HIES SFRIETES . FHTRE
LK IO E (T ]
TINLE TH OO B FTOEE
03 L5 FI 0 ELEwI L
Ds Lo enl e Gl FAT T &1 FECTHI
+ 5 WA 5 et % 5 AT %
T Dg iy sl L TR T TR T mmiy
W aEE ] T e e povDuddsy

E

1F9
179

olE
115

g

(+ 1
14§
95

0 ey Duph ex Lo | m O meng - [ mny

Wieh s [T LY 1 LR ]
sl sayed i g djsedod o papredsa dav BRIR - a0y

ANV LSTESY 1VEALE 1V LLRL

BLLE6 perApapy
SVHTHRHE TV WG
s w0 |
T APV |DONR AT 0]
FE501 EIT PRI FAIRE Y R0
FEE 00 SEIpERER )
i) Pt g e,
£8500 AR Y+ L ERE [
ASE] ) B Pl
B S TSSO R TR
A LTI B0 LTI Y S0 8
R §o A g
[ELURET IR
ELVT O3S ] L - WEHELL
LT Fnaa | weld 511 - W
Ty weme g pessdy
Caoneimip s Lmerougg 400 e |
S8 WEHY Y 1R | L
oI Es (E T
L) | AL
(s oy g e |
LAEFE W | AL SV
TR VS
| 21 - TR O DT A RGeS
VEATE bR WS LAR BITNE [RAT
1 F3 oy wadun i ap
o0 Y STy RIpU| | 2R

[ Fhop - TSP TR
AONLY M A0 INARAHYA0 S0

CmE T msjuny ST TR, AR A

g

Vil SRR R

TIOT 'OE ANNT GAANT HVAA AHL HOd
TASNAAXH STHVYMY TYHAAEA 40 ATNOIHIS
9T "ON LOTHLSTA TOOHDS JAGHD AAYVHS



ALAN CHAP MAN Certified Public Accountant

401 South Water = Tahlequah, Oklahoma 74464 » (918) 456-999] « Fax (918) 456-9242 = chapi@intellex.com

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
NDOTHER MATTERS BAS i AU

COMBINED FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Board of Education
Shady Grove School District No, CO26
Hulbert, Cherokee County, Oklahoma

I have audited the accompanying fund type and account group financial statements regulatory basis
of Shady Grove School District No. CO26; Oklahoma as listed in the Table of Contents, as of and
fior the year ended June 30, 2012, and have issued my report thereon dated November 15, 2012,
which was adverse with regard 10 the application of accounting principles generally accepted in the
United States of America because the entity prepares its financial statements on a statutory
{regulatory) basis of accounting that conforms with the accounting practices prescribed by the
Oklahoma State Department of Education and budget laws of the State of Oklahoma. In my report
my opinion with regard to the preseribed basis of accounting was qualified for the omission of the
general fixed asset account group. | conducted my audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained 1n Governmen! Auditing Standards, issued by the Comptroller General of the United
States,

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

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

My consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be deficiencies, significant deficiencies, or material weaknesses, We
did not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above,

20



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Shady Grove School District No. CO26'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, I do not express such an opinion. The results of my tests disclosed no instances of

noncompliance or other matters that are required to be reported under Government Auditing
Standerds.

I noted certain matters that [ reported to management of Shady Grove School District No. CO26 in
a separate letter dated November 15, 2012,

This report is intended solely for the information and use of the Board of Education, management,
and all applicable federal and state agencies. and is not intended to be and should not be used by
anyone other than these specified parties.

MNovember 15, 2012
Liaw ¢ ﬁfﬂ,ﬁﬁ’f

Alan Chapman, CPA

=3()=



SHADY GROVE SCHOOL DISTRICT NO. C0O26
STATEMENT OF PRIOR YEAR FINDINGS
JUNE 30, 2012

PRI i NDINGS:
There were no prior year findings.
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SHADY GROVE SCHOOL DISTRICT NO. CO26
SCHEDULE OF ACCOUNTANT'S PROFESSIONAL
LIABILITY INSURANCE AFFIDAVIT
JULY 1, 2011 TO JUNE 30, 2012

State of Oklahoma
County of Cherokee

The undersigned auditing firm of lawful age, being first duly swom 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 audil contract and during the entire audit
engagement with Shady Grove School for the audit year 2011-2012.

Alan Chapman, C.P.A.
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By

Authorized Agent

i "
Subscribed and sworn to before me this |'!r.2 day of _[\{[} . 2012,

i LRI
\ 'l."a"-" ‘I'r_.-
LORYL ..

My Commission Expires:
My Commission Number:
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AUDIT ACKNOWLEDGMENT
SHADY GROVE SCHOOL DISTRICT NO, C026
CHEROKEE COUNTY, OKLAHOMA
JULY 1,2011 TO JUNE 30, 2012

The annual independent audit for the Shady Grove School District No, C026,

was presented to the
Board of Education in an Open Meeting on December 6, 2012 by Alan Chap

man. CPA.
The School Board acknowledges that

district's financial

as the governing body of the district, responsible for the
to them.

and compliance operations, the audit findings and exceptions have been presented

A copy of the audit, including this acknowledgment form, will be sent to

the Oklahoma State
Department of Education within thurty (30} days from its pre

sentation, 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
Ed Li}l:?'ﬂﬂ within thirty (30) davs after recei pt of said audit.”
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’rSupcn'nterfdc:;L; - Board of Education Vice President

A Clove bl (hh
%-é"&ﬁ;ﬂ - ’é‘&aﬁ{r’fi{ e

B

of Education President

Board &f Education Member

Board of Education Member

Board of Education Memher

Board of Education Member

Board of Education Member
Subscribed and sworn to before me on this day of

My Commission Expires: &/ 3n .-"'r &k .:_/ \

My Commission Number: £ L)
\OR! “"-'4;“'&

) F, WO %2

. mj@@,{ RN

Notary Public 24 [{“‘-‘f-nh




