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Independent Auditor’s Report

[he Hanorable Board ol Educalion
yale Independent School Distniet Mo, 1103
Yale, Payne Countly, Oklahoma

We have audited the accompanying combined fund type and account group financial statements-regulatory
basis of Yale School Districr Yoo 1-103, Payvne County, Oklahoma. as listed in the table of contents, as
combined Onancial statements, as of and tor the vear ended lune 30, 2012, These financial statements areg
the responsibility of the Yale School Distriet No. =183, Payne County, Oklahoma, Our responsibility 1s to
express an opinion on these financial statements based on our audit.

We conducted our audil in accordance with audiming standards generally accepred in the [nited States of
America und Government Awdiiing Standards, issued by the Comptroller General of the United States.
[hose standards require that we plan and perform the audit w obtain reasonable assurance about whether the
fneneial statements are [ree of materntl misstatement,  An audit includes examining, on o st basis,
evidence supporting the amounts and disclosures in the combined financial statements,  An audit also
includes assessing the accounting prinaiples used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
For aur opinion,

As discussed i Note 1, these financial statements are prepared in confornuty with the accounting and
financial reporting regulanons presenibed or permitted by the Oklahoma State Department ol Education,
which 1s a comprehensive basis of aceounung other than accounting principles generally accepted in the
Llnited States of America. The effect on the fimancial statements resulting from the use ol this regulatory
hasis of accounting and presentation as compared 1o accounting principles generally accepled in the Ulnited
States of Amenca cansot e reasonably determmined: hut 15 considered matenal.

In our opimion, because the District’s policy 15 to prepare ils combined Linancial statements on the hasis of
accounting discussed in the third paragraph, the combined hnancial statements referred 1w the first
paragraph do not present fairly, in conformity with accounting principles generally accepted in the United
Stales of America, the financial position of the governmental activities, esch magor fund, and the agaregate
remaining fund information of the Yale School District No, 1-103, Payvne County, Okluhoma as of June 30,
20012, and the respective changes in linancial position thereof for the year then ended.

The finaneial statements referred to above do not melude the general fixed asset account group. which 15 a
departure from the regulatory basis ol accounting presenibed or permitted by the Oklaboma State
Department of Fducation noted above. The wmount that should be recorded in the general tixed asset
aecount group 1s not known,



Independent Auditor's Report {continued)

However, inour opinion, except for the effects of the omission of the general fixed asset account group, the
combined Nnancial statements relerred o in the first paragraph present faicly, in all material respeets, the
assets, llabilities and fund balances ansing from regulatory basis transactions of each tund type and account
graup of Yale Schoel Distrier No, 1-103, Payne County, Oklahoma, as al June 30. 2012, and the revenues
collected and expenditures paid and encumbered of cach fund type for the year then ended, on the regulatary
basis of accounting described in Nowe [

In accordance with Goversinent Audiving Standards, we have also issued our report dated September 10,
2012 on our consideration of Yale School Distriet No. 1-103, Payne County, Oklalioma's mtema] cantrol
over financial reporting and on our tests of ils compliance with certain provisions of laws, regulations,
contracts, granl sgreements, and other matters. The purpose of that report 15 (o describe the scope of our
testing of internal control over finuncial reporting and compliance and the results of that testing, and not 1o
provide an opimion on the mlernal contral over financial reporting or on comphance.  That report 15 an
integral part of an audil performed in accordance with Government Auditing Siandards and should be
cansidered 1n assessing the results of our audit,

Our audit was condueted for the purpose of forming opinions on the fund tvpe and account group financial
statements within the combined Onancial statement. The combining fund siatements and schedules and other
schedules as listed in the table of contents, under other supplementary inlormation, are presented for
purposes ol additional analyvsis and are not a required part of the combined Onancial statements of the
Disinet, Also, the accompanying schedule of expenditures of federal wwards is presented for purposes of
additional analysis as required by United States Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and 15 alse not a required part of the combined
financial statements. This other supplementary information and the schedule of expenditures of federal
wards are the responsibility of management and were derived from and relate directly to the underlying
accounting records used 1o prepare the combined financial statements, The other supplementary informatian
has been subjected to the avdiing procedures apphied in the andit of the fund type and account grou p
financial statements within the combined finaneial statements and eertain additional procedures, including
comparing and reconerling such nformation direetly to the underlying accounting and other records used to
prepare the financial statement or to the Onancial statements themselves, and other additional procedures in
accordance with audiing standards generally accepted in the United States of America, [nour ominion, the
other supplementary information 1s fairly stated in all material respects in relation to the combimed lnancial
statements taken as a whole on the regulatory bagis of aecounting described in Note 1.

Seplember 10, 2012

Steven F, Cundidf, CPA, [nc:
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NOTESTO THE COMBINED FINANCIAL STATEMENTS-REGULATORY BASIS




1.

YALE SCHOOL DISTRICT [-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED June 30, 2012

Summary of Significant Accounting Policies

The financial statements of the Yuale School Distnet Number 1-103 (the "District”) have heen prepared in
conlormity with an other comprehensive hasis of accounimg as preseribed or permitted by the Oklahoma State
Department of Education and conform to the system of accounting authonzed by the State of Oklahoma
Accordingly, the accompanying financial statements are not intended to present financial position and results
of eperations m conformity with accounting principles generally accepted in the United States of America. The
following 13 a swmmary of the more significant accounting poelicies:

A Reporting Entiry

The District is @ corporate body for public purposes created under Title 70 of the Oklahoma Stalules and
gecordimgly 1s @ separate enlity for operaung and Nnancial reporting purposes. The Distriet is part of the public
school system of Oklahoma under the general direction and control of the State Board of Education and 1s
financially dependent on State of Oklahoma support. The seneral operating authonly [or the public school
swslem is the Oklishoma School Code contained in Title 70, Oklahoma Statutes,

The governing body of the Thistrict 15 the Board of Education {Board}), composed of five elected members. This
consliluling an on-gong enuty, 15 the level of government which has governance responsilities over all
aetivities related to public elementary and secondary school education within the jurisdiction of the Local
Independent School District. The Board receives funding from local. state and federal government sources and
must comply with the requirements of these funding source entities. The appeinted superintendent is the
executive oflicer of the Dismer,

The Board iz not included in any other sovernmental "reporting entity” as defined in Section 2100,
Codification of Governmental Accounting and Financial Reporting Standards, since Board members are
elected by the public and have decision making authority, the power 1o designale management. the
responsihility Lo sigmificantly inlluence operations and primary aceountability for fiscal matters.

Tn evaluating how to define the distret, Tor [nancial reporting purposes, management has considered all
patential component units. The decision to melude a potential component umt in the reparting entity was mads
by applving the criterta estabhished by the Governmental Accounting Standards Board (GASB). The basie—-but
not the anly--criterion [or including a potential component unit within the reporting entity 15 the governing
body's ability 1o exercise aversight responsibility. The most significant manifestation of this ability 15 financral
mterdependency, Other mamfestations of the ability 1o exercise oversight respensibility ineluded, but are not
Trried o, the sctheenon of ROVETTINE a0Tnonty, Wne Gesipnanon of mensgerne. Tne @otnty 1o nEmhoanity
influence operation, and accountability for Gscal matters, A sccond ertenon used o evaluating potenial
component units is the scope of public service. Application of this eriterion involves considering whether the
aetivity henebits thy Distrel and/or i1 citizens, or whether the actvity is conducted within the gecgraphic
Boundaries of the Disiriet and 15 generally available o its patrons. A third eriterion used to evaluate potential
gomponent umils for melusion or exclusion from the reporting entity is the existence of spectal financing
relatiomships, regardless of whether the District is able to exercise oversight responsibilities. Based upon the
application of these eriteria, there are no potential component units included in the Distriet’s reporting entity.



YALE SCHOOL DISTRICT I-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED June 30. 2012

Summuary of Sienificant Accounting Policies {(continued)

B Messuremeant Focus

I'he District uses funds and account groups to repart on it financial position and the results of its operations.
Fund accounnng 15 designed to demonstrate legal complianee and 1o ard financial management by segregating
transaciions related to certam distnel lunclions or activinies.

A fund is a separate accounting entity with a self-halancing set of accounts.  Anaccount group, on the other
hand. is a fingneal reporting device designed 10 provide accountability for cenain assets and labilities that are

not recorded m the funds because they do not directly atfect net expendable avatlable financial resources.

Funds are ¢lassified into three catesories: governmental, proprietary and fiduciary. Each category, in lum, 18
divided mio separate "fund types.”

Giovernmental Fund Twpes

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
seneral fixed assets (capital projects funds), and the servicing of general long-term debt (debl service funds),

accounted for 1n 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 assoctated with the daly
aperations of the schools excepl for programs funded [or 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 Tor specttic programs.

Buildmg Fund - The Bulding Fund consists of monies derived from property taxes levied for the
purpose of erecting, remodelmg. or repairing butldings and for purchasing furniture and equipment.

Child Nutrition Fund — The Child Nutrition Fund is used to account for montes derived from federal
and state reimbursement and local food service collections and 1s expended on food, supplies. and
salaries to operate the breakfast and lunch programs.

Debt Service Fund - The debt service fund is the District's Sinking Fund and is used to account for the
accumulation of finaneial resources for the payment of general long-term debt principal. interest and related
casls, The pnimary revenue sources are local property taxes levied specifically for debt service and mterest
earmings from temporary investments

Capital Projects Fund - The capital projects fund is the District’s Bond Fund and 15 used to account for the
proceeds of bond sales to be used exclusively for acquiring school siles, constructing and equipping new
schoal facilities, renovaling existing facilities, and acquinng transportation equipment,




YALE SCHOOL DISTRICT I-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED June 30, 2012

Summuary of Sienificant Accounting Policies {(coniinued)

Measurement Focus - Governmenlal Fund Twvpes (continued)

Proorictary Fund Types

Proprictary funds are used to account for activities similar to those found in the private sector, where the
determination of net income 15 necessary or usetul to sound financial administration. Goods or services from
such activities can be provided cither 1o owtside parties (enterprise funds) or lo other departiments or agencies
primarily within the District {internal service funds). The District does not have any proprietary funds.

Fiductary Fund '|vpes

Fiductary funds sre used to sceount for gssets held on behal ol outside parties, ineluding other governments,
or an behalf of ather funds withun the District. When these asseis are held under the terms of a formal trust
agreement, either a nonexpendable trust fund or an expendable trust fund 15 used. The terms "nonexpenduable”
and "expendable” reler o whether or not the District is under an abligation to maintain the rust principal.
Apency lunds generally are used to account for asscls that the District holds on behalf of others as their agent
and do not involve measurement of results o operations.

able Trust Fund - Three accounts make up the Expendable Trust Fund, The frst account 18 s restneted
oift of 54459508 designated for the construction of & school auditorium, purchase and installing heat and air
conditioning for the auditorium or purchase of educational aids and equipment for the school. The other two

VB B

accounts are restricted gifts of 51036127 desymated [or higher educaton scholarships for graduating senors.

Apency Fund - The Ageney [und 1s the School Activities Fund. which is used 1o account for monies collected
principally through fund-rasing efforts of the students and District-sponsored groups. The administration 1s
respansible, under the authonty of the Board, for collecting, disbursing and accounting for these activity funds.

Account Ciroups

Account groups are nol funds and consist of a sell-balancing set of accounts used only to establish accounting
contral over long-term debt and general fixed assets not accounted Lor in proprictary lunds.

General Lone-Lerm Debt Account Group - This account group was established to account for all lang-term
dels of the District, which is offset by the amount wvatlable i the debt service fund and the amount 1o be
provided in future vears to complete retirement of the debt principal. 1is also used o secount for habihities for
compenszated absences and carly retirement incentives, which are 10 be paid from funds provided in Tuture

VEArs.

Greneral Frved Asser Account Group - This account groupis used 1o seeount for property, plant and cquipment
al the Schoal Thistrict, The District does not maintaim a record of its general fixed assets. and accordingly, &
staternent of peneral fixed assets, required by generally accepted accounting principles, is not included 1n the
financial statements. Land, buildings, nonstructural improvements, and all other physical assets in all funds are
considered expenditures i the vear of acquisition and are not recorded us sssets for financial statement

Purpases,

10



YALE SCHOOL DISTRICT 1-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FORTHE YEAR ENDED June 30. 2012

Summary of Significant Accounting Policies (continued)

Measurement Focus (continued)

I'he tota] column on the financial statements 13 captioned "memorandum only” to indicate that it 15 presented
only to [aciliiate financial analysis. Data in this column does not present financial position or results of
aperstions in conformity with generally accepred accounting principles. Neither is such data comparable 1o 2
comsolidation. Interfund eliminstions have not been made in the aggregation of this data,

. Basis of Accountnge

The District prepares its financial statements in a presentation format that s prescribed by the Oklahoma State
Drepartment of Education. This format isessentially the generally accepted form of presentation used by state
and lncal governments prier to the elfective date of GASB Statement No. 34, Basic Financial Statemenis-
Management's Discussion and Analvsis-for State and Local Governments. This format significantly differs
from that required by GASD 34,

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

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

s Investments and inventories are recorded as assets when purchased.

s Inventories of school supplies are recorded as expenditures and not as assets,

s Warrants pavable are recorded as habilities when tssued.

o Long-term debt 15 recorded when incurred.

»  Accrued compensaled absences are recorded us an expenditure when the obligation is paid.

o A General Fixed Asset Account Group is required or expected by the Department of Education and
15 presented in such an account group but s not depreciated,

This regulatory basts of accounting differs from accounting principles generally accepted in the United Siates
of America, which require revenues o be recogruzed when they become available and measurable, or when
they are eamed, and expenditures or expenses 10 be recognized when the related hubilites are incurred lor
governmental fund types; and, when revenues are carned and liabilities are incurred for proprietary fund types
and trust funds,

Basis ol accounting refers to when revenues and expenditures are recogmzed in the accounts and reported in
the financial statements. Basis of accounting relates to the timing of measurements made. regardless of the
measurement focus applied.

All governmental type funds are accounted for using the Regulatory (Statutory) basis of accounung. Revenues
are recognized when they are received rather than earned.  Under the Stalulory basis of accounting,
expenditures are generally recognized when encumbered/reserved rather than at the time the related fund
hahilitv is incurred. Fidueiary type tunds are accounted for using the cash basis ol accounting. These practices
ditfer from generally accepted accounting principles.



YALE SCHOOL DISTRICT I-103
NOTES TOTHE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED June 30, 2012

Summary of Significant Accounting Policies (continued)

D Budsets and Budectury Accounting-Estimate of Needs

The District is requuired by state law 1o prepare an annual budget. A preliminary budget must be submitied to
the Board of Education by December 31 [or the fiscal vear beginning the following July 1. 1fthe preliminary
budget requires an additional levy, the Disinet must hold an election on the first Tuesday in February o
approve the levy. Ifthe preliminary budget does not require an additonal levy, it becomes the legal budget. If
an election 15 held and the taxes are approved. then the preliminary budget becomes the legal budger, I voters
reject the additional taxes, the Distnict must adopt a budget within the approved tax rate. A budget is legally
adopted by the Board of Education for the General Fund and Special Revenue Funds (Building Fund and Child
MNutrtien Fund) that meludes revenues and expenditures,

The 20011-2012 Estimate of Needs was approved by the Board and subsequently [iled with the County Clerk,
The Estimate of Needs was approved by the excise board and the requested levies were made.

Eneumbrances represent commutments related 1o unperformed contracts for goods or services. Encumbrance
accounting--under which purchase orders and other commitments of resources are recorded as expenditures of
the applicable fund--is utilized in all governmental funds of the District.  Appropriations not used or
encumbered will lapse at the end of the vear,

F. Assets, Liabihities and Fund Equity

Cash and Cash Equivalents - Distnicl considers all cash on hand, demand deposits and highly liguid
mvestments, with an onginal matunty of three months or less when purchased. to be cash and cash equivalents.

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

Property Tax Revenues- The District 15 authorized by state law to levy property taxes which consist of ad
valorem taxes on real and personal property withun the District. The County Assessor, upon receipt of the
certification of tax levies from the County Exeise Board, extends the tax levies on the roll for submission 1o the
County Treasurer prior to Oetober 1. The County Treasurer must commence 1ax collection within lilteen days
of receipt of the tax rolls. The first half of taxes 13 due prior to JTanuary 1. The second half s duc prior to April
L.

I the first payment 1s not made timely. the entire tax becomes due and payvable on January 2. Second half
taxes become delinguent on April T of the vear following the year of assessment. 10not paid by the following
October 1. the property 1s offered for sale for the smount of taxes due. The owner has lwa years to redeem the
property by paving the taxes and penalty owed. [1 at the end of two vears the owner has not done so, the

purchaser 15 1ssued a deed (o the property.



YALE SCHOOL DISTRICT I-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED June 30, 2012

Summary of Sienificant Accounting Policies {continued)

Assels, Liahihines and Fund Equity (continued)

[nventories - Purchases for inventory items are considered expendiures at the time the tlems were encumbered.

Fixed Assets and Property. Plant and Equipment - The General Fixed Asset Account Group 15 not presented.
[he amount that should be recorded i the General Fixed Asset Account Group 1s not known.

Compensated Absenees - 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
povernmental fund that will pay 1t 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 delt account group since the combined tinancial statements have been prepared on the
regulatory basis of secounting. These practices differ from generally accepted accounting principles.

I accordance with the provisions of professional standards on secounting for compensated absences, no
liatility is recorded for nonvesting accumulating rights to receive sick pay henefits, Vested accumulated rights
to receive sick pay benefits have been reported in the general long-term debt account group since none ol the
vested sick leave is expected w be liquidated with expendable available financial resources.

Long-term Debt - Long-term debt is recognized as a liability of a governmental fund when due, or when
resources have been accumulated 1 the debt service fund for payment early i the following vear. For other
long-term abligations, only that portien expected to be financed from expendable available financial resources
is reported as a fund hability of o governmental fund. The remaining portion ot such obligations is reported in
the General Lang-term Debt Aceount Croup.

outstandi NZ wiliTarnts.

7. Revenue, Expenses and Expenditures

formula under the provisions of Article XVIIL Title 70, Oklaboma Statutes. The State Board of Education
admmisiers the allocation of state sid funds 1o school districts based on inlormation accumulated from the

dhistricts.

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

The District receives revenue from the State 10 administer certain categorical educational programs, State
Board of Education rules require that revenue carmarked for these programs be expended only tor the program
for which the money 1s provided and require that the money not expended as of the close of the fiscal vear be
carried forward into the llowing vear 10 be expended for the same categorical programs. The State
Department of Education requires that categorical educational program revenues be accounted for m the
Creneral Fund.

13
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YALE SCHOOL DISTRICT I-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED June 30, 2012

Summary of Significant Accounting Policies (continued)

Revenue, Expenses and Expendiiures (continued

Interfund Transactions - Quasi-external transactions are accounted lor as revenues, expenditures or expenses.
Transactions that constitute reimbursements to a fund or expenditures/expenses mitially made trom it that are
properly appliceble to another fund, are recorded as expenditures/expenses in the fund that 1s reimbursed.

transters. Nonrecurring of nonroulme permanent transters of equity are reported as residual eguity translers.
All other interfund transfers are reported as operating transfers. There were no operating transfers or residual
equity transters during fiscal year 2002

Use of Lstimates - The preparation of financial stalements in conformity with generally accepted accounting
principles reguires management 1o make estimates and assumptions that affect the reported amounts of assels
and liabilies and disclosure of contingent assets and Habilities a1 the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period.  Accordingly. actual results could
differ from those estimates.

Cash and lnvestments

I'he District's investment policies are governed by state slatute.  Permissible investments include direct
obligations of the United States Government and Agencies; certificates of deposit of savings and loan
assoclations, bank and trust companies; and savings accounts or savings certificates of savings and loan
associations, and trust companies. Collateral is required for demand deposits and certilicates of deposit for all
amounts nol covered by lederal deposit insurance.

[ accordience with state statues and the Dhstriets investment policy, the Distret invests i bank certilicates of

deposit,

Deposits and Invesiments — The District’s cash deposits and investments at June 30, 2012, were completely
insured ar callateralized by federal deposit insurance, direct obligations of the 1.5, Government, or seeurities
held b the District or by s agent i the District’s name, The Districl’s cash deposits and investments st June
30, 2012 are classified in the following categories:

[otal [nzured Collateralized
Deposts by BT by Secunties  Uncollateralized
Cash and cush equivalents  § 1.271,506.54 S 20540492 & 1,066,101.62 0§ 0.ao
[myvestments A4 SUS 0N 44,395,058 SRR} .00
Total S L3Le,101.62 S 250,000,00 §LOG6101.62 § {00

o=



YALE SCHOOL DISTRICT 1-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED June 30, 2012

Interfund Heeeivables and Pavables

There were no interfund recervables or payables at Tune 30, 2012,

General Lone-term Debt

state statutes probubit the Dustrict from becoming indebted in an amount exceeding the revenue to be receved
for any fiseal vear without approval by the District's voters, Bond issues have been approved by the voters and
issued by the Distriet for various capital improvements, These bonds are required to be fully pad senally
witlhun 23 years trom the date of issue, General long-term debt ol the Disinet consists of bonds payable,
abligations for compensited shsenees, early retirement ineentive, and capital leases, Debt service requirements
for bonds are payible solely from fund balance and future revenues of the debt service fund,

The following 15 2 summary of the long-term debr transactions of the Distriet for the year ended June 30, 2012:

Caprtal
Bonds Compensated Lease
Pavable Absences Clhlpation Toial
Dalance, July 1, 2011 5 L 5 13,241.53 £ 20.,845.240 5 24,086.75
Addinons LN T30 [FRALH T.935.56
Relrements AN (3.0 {6.261.43) [G261.45)
Balance June 30, 2012 b 1,00 $F 2117711 3 1458375 5 33,760,580

Interest expense on general long-term debt incurred during the current year was 50.00

The Distriet has entered nle a lease agreement for Onancing the purchase of three copers. The lease
agreement qualiNes as a capital lease for accounting purposes since title ransfers at the end of the lease (erm
for one dollar. The lease contains the clause which gives the District the ability 1o lermunate the lease
avreement at the end ol cach fiscal year. As disclosed in Note | ol the [inancial statements, the District does
not record fixed assers m the Gnancial statements. Consistent with this, the Disticr has net recorded the leased
equipment as assets in the General Fixed Assets Account Group. The Disiniet has recorded the liabality for
future lease payments in the General Long-term Debt Account Group.

Lease Dine

Lessorn Socmer Copier Maching, Tne,
Equipment: 2 Coplers

Date of lease: Tuly 4, 2009

l'erms of lease: Sy Months

Purchase option: Unpatd Balance

Armmual renewal: Yes

‘e annual commitment of this finance lease oblication is as follows:
Year endmg

_Juge 30 Total
2013 7.300,00
M4 TG00
M1z i3 30, 00

Total 13, 750.00
Toess miterest [1,166.25)

et lease ohligations S 1438373

L=l
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YALE SCHOOL DISTRICT 1-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR TIE YEAR ENDED June 30, 2012

Other Post Emplovment Benefits

The District does not offer any carly retirement incentive plans,

Emploves Retirement Svstem

The Distriet participates in the state-adnumistered Oklahoma Teachers' Retirement System (the "System”),
which is a cost-sharing. muliple-empleyer public empleyvee relirement system (PERS), Under the system,
contributions are made by the Disinet, the State of Oklahomi, and the partcipating employees,

Participation is required for all 1eachers and other certified emplovees and is optional for all other regular
emplayees of public educational nstitutions who work at least 20 hours per week, A participant's date of
membership s the date the Orst contribution 15 made e the Systemn, The System is administered by a Boerd of
Trustees which acts as a fiduciary [or investing the funds and govermng the admimstretion of the System. The
District has no respensibility or authonty Tor the operation and administration of the System nor has it any
labiliny, except for the current contribition requirements.

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 liltv-live. The normal retirement allowance pad monthly for
life and then o beneticiaries, 1f centain options are exercised. equals two percent or the average of the highest
caming years on contributory service multiplied by the number of years credited service. A participant leaving
emplovment before attammg reurement age, but completing ten years of service, may elect to vest his
accumulated contributions and deler receipt of a retrement annuity until a later date.

When a participant dies in active service and has completed ten yvears of eredited service, the heneficiary is
entitled 1o adeath benetit of 515, 000,00 und the participant's contnbutions plus interest. 1 the beneficiary isa
surviving spouse, the surviving spouse may, tn lieu of the death benefit, elect te 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 actuanial determined. and s employees are established by
statute and applied 1o the emplovee’s earnings, plus employer-paid fringe benefits. The Distnct s required by
statute to contribute 9.53% ol applicable compensation [or the vear ended June 30, 2012, The Distnet 1s allowed
by the Oklahoma Teacher's Retirement System to make the required contnbutions on behalf of the participating
members. The required contribution for participating members 15 7%,

New legislation effective July 1, 2006, included the following changes to the System, as follows:

1. Ttestablished the EESIP wherehy active members are eligible for the EESIP ifthey have service prior
W July 1, 1993, are active on or after July |, 2006, and are not employed by one of the
comprehensive or regonal four-vear universities. The EESIP allows for two vears of service prior to
July 1, 1995 to be computed at an enhanced or climinated cap for each year that the employee has
warked bevond normal retirement age st the tme ol retirement. The $40.000 cap applicable 1o
service before July |, 1995 is increased to 560,000 for the vear ended June 30, 2007, to $50,000 for
the vear ended June 30, 2008, and the cap 1s removed beginmmg July 1, 2008 for service that
quahfies for the enhancement provided by EESIP. The employee that elects the enhanced benefit
must pay the accumulations, at 10% inierest, of contrtbutions that would have been required but for
the cap then in place. Pavment is reguired for those years of service that are computed at an elevated

&



YALE SCHOOL DISTRICT 1-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAIR ENDED June 30, 2012

Emplovee Retirement System (continued)

or eliminated cap. For thase members ¢leeting the enhanced benefit, the pavment required is 30% of
the secumulated balance if the retirement oceurs during the vear ended June 30, 2007, 75% of the
accumulated balance if retirement occurs dunng the vear ended June 30, 2008 and 100% of the
accumulated balance for members who retire on or after July 1, 2008,

2. The emplover cantribution rate is 9.3%.

The Disinet’s contributions 1o the System for the years ending:

June 30, 2012 S A31.111.98
June 30, 2011 119,454 32
June 30, 2010 A28, 644 9]

The pension benefit obligation is a standardized diselosure measure of the present value of pension benetits,
This pension valuation method reflects the present value of estimated pension benefits that will be paid in
future vears as a result of employee services performed to date and 15 adjusted for the effect of projected salary
mereases. There are no actuanal valuatons performed on mdividual school distrcrs, The Oklahoma Teacher
Ketirement System issues @ publicly available financial report that includes financial statements and required
supplementary information for the System. The system issues an independent financial report, financial
statements. and required supplementary information that may be ablained by wnting to the Oklahoma
l'eachers” Retirement System, P.O. Box 53624, Oklzhoma City, OK 73152 or by calling 405-521-2387.

Ten year historical trend infarmation is presented 1 the Teacher's Retirement Systerm of Oklahoma Annual
Report for the year ended June 30, 2011, This mformation 15 useful in assessing the pension plan's

accurnulation of sutficient assets w pay pension benefits as they become due.

schedule of Funding Progress (dollars in millions) (unaudited)

Unfunded

Acruarial Actuarial Actuarial LIAAL as %
Value of Accrued Accrued Anmual of Coverad
Actuarial AssersiAVA) Liabahiy Liability Funder Coverad Pavrall

Valuation Date Ry (AALYD) UAAT ib-ag Ravoia’b) Paveollicy  ibeaije)
June 3, 2002 62109 12.275:9 50630 31.4% 30471 1935 8%,
Tune 20, 2003 G.4326.9 10,0252 D.—iEb.]- 34.0%, 30437 18O 2%
June 20, 3004 0. 600.9 14,0801 7.419.2 47 3% 3.030.7 244.8%
June 340, 2003 a2 7 [d 0524 7087 -_1{}_;1"\-, 31752 2235.6%,
June 30, 2006 FA70.4 15,1434 TR 49 3% 3.334.9 FIRT
June 30, 2007 gd421.0 [ 602 4 78025 32.6% 35980 211.2%
June 30, 2008 92568 18,3469 ERRS S0, 37514 242 3%
June A, 2005 94390 F8,930.9 5120 40 804 38079 240.8%,
June 30, 20100 9.500.7 19,9500 10.414.0 47 9%, 3E54 R 270.2%
June 30, 2011 G006 F.560.8 7.600.2 50T 33733 M4 40,

The emplover contribution rates are established by the Oklahoma Legislature and are less than the annual
required contribution, which 1s performed to determine the adequacy of such contnibution rates.



YALE SCHOOL DISTRICT I-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FORTHE YEAR ENDED June 30, 2012

Contingencies and Other Commitments

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agenCIes.
Any disallowed claims, including amounts already collected, may constitute a labihty of the applicable funds.
The amount. if any. of expenditures which may be disallowed by the grantor canmot be determined at this time
although the Disinel expects such amounts, if any, to be immaterial.

The Distriet has entered mile one operating lease for three huses
Lesson Midwese Bus Sales
Equipment: 3 Bchool Buses
Dhate of lcase: July &, 2010
Terms of lease: 3 years
Total cost: 117,004
Pavmen: 5349 00000 per year
Annual conumitment: 202-13 A WA
Total Lease Paviments: S 40, 000,00

Risk Manavement

The District purchases commercial insurance policies covering property casualty loss. public hability, school
board member and administrator liability, and workers compensation, The District also purchases surety bands
for emplovees i all positions required by state law 1o be bonded.

The District 15 exposed to various risks of loss related to 1orts; theft of, damage to and destruction of assets;
errars and amssions: injunes 1o employees; or acts of God. The District purchases commercial insurance to
cover these risks, including gpeneral and aute liabihty, property damage, and public officials liability, Setled
claims resulting from these nisks have not exceeded the commercial insurance coverage i any of the past three
fiscal vears.

The School alse participates in a risk pool for Workers” Compensation coverage in which there 1s a transfer or
poaling of risks among the participants of that pool. In accordanee with GASB Na. 10, the School reports the
reguired contribution to the pool, net of relunds, as msurance expense. The risk poal is the Oklahoma School
Assurance group (OSAG), an organization formed for the purpose of providing workers” compensation coverage
to periicipating schools in the State of Oklahoma. In that capacity, OSAG 15 responsible for providing Joss
control services und certain Bscal activities, including obtaining contract arrangements for the underwriting,
excess nsurance agreements, claims processing. gnd legal defense for any and all claims submitted tw them
during the plan year. As a member of OSAG, the District is required to pay fees set by OSAG according to an
established pavment schedule. A portton of the fees pid by the Dhstrict poes into a loss fund tfor the District.
I'he fee for the loss fund is caleulated by projecting losses based on the schools losses for the last ve years.
OSAG provides coverage in excess of the Loss Fund so the District’s lability for claim loss is limited to the
balance of the loss fund. If the District does not use their loss fund in three vears. it is returned (o them with no

ieresl,
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YALE SCHOOL DISTRICT 1-103
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED June 30, 2012

Risk Management (continued)

The Instrict 15 alsoa member of the Oklahoma Public Schools Unemployment Compensation Program. In this
program, the District i5 required 1o make a deposit based on past experience for potential unemplovment claims,
The lunds for each District are kept separate, The money contributed by each District does not earn interest and
is fully insured. If the District has claims in excess of the amount of their account, they would be liable for the
Excess.

Accumulated Unpaid Yacation. Sick Leave Benefits, and Health Care Coverase

I'he Dhsinel provades sick leave benelits to the certified staft in accordance with Title 70, Article 6-104. of the
Oklahoma statutes, which provides for an annual acerual of sick leave of ten days and personal business days
accrual of three days. T'en days ure allowed o accumulate up to a total of sixty days per employee. None of the
henefits are payable upon retirement or death,

Subsequent FEvents

Subsequent events have been evaluated through Sceptember 10, 2012, which is the date the fnancizl statements
were avatlable 1o be 1ssued,
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN ALUDIT OF COMBINED FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNWENT AUDITING STANDARDS

The Honorahle Board of Education
Yale school Dhatrict Mo, [-103
Yale, Payne County. Oklahoma

We have audited the aceompanying fund type and account group financial statements-regulatory basis of
Yale School Distniet Mo, 1-103, Oklahoma as histed i the Table of Contents, as of and for the vear enided
June 20, 2012, and have 1ssued our report thercon dated September [0, 2012 which was adverse with respect
tothe presentation of the Onancial statements in condormity with accounting principles generally accepted in
the United States because the presentation tollowed the regulatory basis of accounting for Oklahoma school
districts and did not conform o the presentation requirements of the Governmental Accounting Standards
Board. However, our report was qualilied tor the onussion of general fixed asset account groups with respect
Lo the presentation of financial statements on the regulatory basis of accounting suthorzed by the Oklahoma
State Board of Education. We conducted our audit m accordance with auditing standards generally aceepted
in the Umited States of America and the standards appheable to Anancial audns contamed i Government

i
Aneii

v Arcidards assued by the Comptreller General of the United States,

Internal Contral Over Financial Reporting
In planning and perlormimg our audit, we considered Yale School District Na. [-H02's internal consrol aver

tinancial reporting as a basis [ur designing our audiing procedures for the purpase of expressing our opion
an the financial statements. but not for the purpose of expressing an apinion on the eflectiveness of Yale
School District Ne, 1=10375 mnternal control over financial reporting, Accordingly, we di nob express an
aninton on the ellectveness of the Yale Schoal Distnel Noo 1037 mtemal contrel over financal reporing
A deficieney i internal control exists when the design or operation of a control does notallow management
or employees, in the normal course of performing their assigned funclions, to prevent or detect and correct
misstatements on a timely basis. A material weakness 1s a sigmficant deficiency. or combination of
deliciencies, in internal control such that there is a reasonable possibility that a material misstatement ol the
cotiry’s financial statements will not be prevented. or detected and corrected on a timely basis.

Crurconsideration of the imernal conire] over financial reporming was for the limated purpose described in the
first paragraph of this section and was not designed to dentify all delictencies in internal control over
financial reporting that might be deficiencies, significant deliciencics or material weaknesses. We did not
wenuily any deficiencies in nternal control over financial reporting that we consider 1o be material
weaknesses, as defined above,
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Comphianee and Other Matters

A part ol oblaming reasonable assurance about whether Yale Schoaol Dhstnet Na, T-103% Gnancial statements
are frec of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulalions, contracts, and grant agreements, noncompliance with which could have a dircet and material
clfect on the determimauon of Onancal statement amounts. However, providing an opimon on complisnee
with those provisions wias not an abjective of our audit and, accordingly. we do not express such an opinion,
The results of our ests disclosed no instances of noncompliance or other matiers that are required to be

reported under Government Auditing Standards,
This report is intended solely for the mformation and use of the Board of Education and management, all

apphicable federal and state agencies. and those other Governments from which federal financial assistanee
was received and is not intended to be and should not be used by anyone other than these specilied partics

September 10, 2012 5 ‘} : ?

Steven Fo Cundiff, CPA, Inc.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AN MATERIAL EFFECT ON EACH
MATOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE

IN ACCORDANCE WITH OME CIRCULAR 4-133

The Ilenorable Board of Educaltion
Yale School Distriel, No, 1-103
Yale. Puyne County, Oklahoma

Complianee

We have sudited the Yale School District No. 1-103°s complisnes with the tvpes of comphance requirements
described mnthe £08 Office of Management and Budges iOMB) Cirendar A-133 Complianee Supplement that
could have a direct and material effect on cach of 12 major federal programs for the vear ended June 30,
2012, Yale Schoal District No. [-103' major federal programs are identitied 1o the summary of suditor's
resulls section of the secompanying schedule of findings and questioned costs. Comphance with the
requirements of Taws, regulanions, contracts and grants applicable to each of 1ts magor federal programs isthe
responsibilicy of Yale School Dhsriet No. 1-103's management. Our responstbiliny 15 1o express an opinion on
Yale Schoal Distriel No. [-103's compliance based on our audit

We canducted our audit of compliance in accordance with suditing stundards generally accepled i the
United States of America; the standards applicable 10 Gnanaial audits contamed in Governmens Auditing
Steerriderreds . 1ssued by the Comptreller General of the Umited States, and OME Circnldar A-133, Awidiis of
States, Local Governments, and Non-Prafit Ovganizadons, Those standards and OMB Cireular A-133
require that we plan and perform the audil to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements relerred 1o above thar could have a direct and matenal effect on a major
federal program occurred. An audit includes examining, on a test basis. evidence aboul Yale Schoal Distnat
No. 1-103's compliance with those reguirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit docs not provide a legal determimatien of Yale School Dhstnet Noo =103 compliance with those
!'Lfl._ll,]'l]'l_',E]'I"._‘]'I[ﬂ.

In cur opimon, Yale School District No. [-103 complied. in all material respects, with the requirements
referred o above that could bave a direct and material effect on each of its major federal programs lor the
year ended June 30, 2012,

Internal Contrel Over Compliance

The management of the Yale School District Mo, [-103 15 responsible for establishing and mamtaming
ettective mternal control over compliance with reguirements of laws, regulations, contracts, and granls
applicable Lo federal programs. [n planming and performing our audit. we considered Yale School Distnict No.
I-103's internal control over compliance with the requirements that could have a direct and material ellect on
a major federal program to determine the audiing procedures for the purpose ol expressing our opinion on
compliance and to test and report oninternal control over compliance in accordance with OMB Circular A-

18
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133, but not for the purpose of expressing an opuuon on the effectiveness of internal control over
compliance. Accordingly, we do not cxpress an opimion on the effectiveness of the District’s internal control
over campliance.

A deficiency inontemal contrel over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assiymed
[netions, o prevent or detect and correct noncompliance with a type of compliance requirement of a federal
program on a timely hasis,

A material weakness in internal control over compliznee 15 a deficiency, or comnation of deficiencics in
internal control over compliance, such that there is a reasonable possibility that matenal noncomplhance with
a ovpe of compliance requirement of a federal program will not he prevented or detected and correcied on a
timely basis.

Our consuderation of the internal contrel over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to 1dentity all deliciencies 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.

This report is intended solely [or the informanon and vse of the Board of Education, State Department of
Education, management and all appheable federal and state agencies and 15 net intended to be and should not

be used by anyvone other than these specified parties.

Steven F. Cundiff, CPA. Inc.

septembep [, 202
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YALE SCHOOL DISTRICT 1-103
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2012

Federal Grantor/Pass Through Federal Amount of
Cirantor Program Title Wear CFDA Number Expendinires

U5 Department of Education
Dircet Programs.

Smuall Rural School Achievement 6-30-12 54,358 34,732.00
Title W11 Tndian Education fn-30-12 A 0G0A 41,5333.00
Passed-through State Department of Education:
litle 1 6-30-12 54,0110 119.546.09
Special Education Cluster
IDEA-BE Flow Through f6-30-12 84027 99.323.26
IDEA-B Preschool fh-301-12 24.173 _ L2633
Total for Program {Cluster) 100,791,549
REAP Title [T - Part A 6-30-12 24367 20,122.56
Ls, Department of Agriculture
Fassed-through State Departmenr of Education:
Child Nutrition Cluaster:
School Breaklfast Prograns-Cash Assistance f-300-12 (333 534,257.9]
National School Lunch Progran
Cash Assistance H-310-12 100533 111.602 48
Nan-cash Assistance: Commodities G-30-12 [(}.555 1 3.677.12
Nanonal School Lunch Program Subrotal 125, 27%. 60
Tatal for Program (Cluster) 179:5337.3]
Other Federal Assistance
Bledicad Remmbursements G-2)-12 03,778 2106745
TOTAL EXPENDITURES OF FEDERAL AWARDS 5 517,630,240

Motz Al Basis of Presentation - The Schedule of Expenditures of Federal Awirds includes the federal grant detivity of the Yale
School District and 1s presented on an ether comprehensive basis of accounting conformung with the accounting praclices
prescribed or perourted by the Oklahoma State Depariment of Education which 15 & comprehensive basis af accaunting
other than generalty accepted sccountimg principles, Under this method, expendimres are recognized when an spproved
purchase arder 15 1ssued

Wate I Comirmadities representing non-cash expenditures huve been included in the Schedule of Expenditures of Federad Avwards
which 1 an exception 1o the presenibed basis of accountings

Mote 0 There were ng amounts passed to subrecipients;

Wote B Grantor provides adequare insurance coverage aganst less on asseis purchased with Federal Awards,

The notes to the finsncial stements are an integrad port of thes statement



YALE SCHOOL DISTRICT 1-103
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FORTHE YEAR ENDED JUNE 30, 2012

SECTION I - SUMMARY OF AUDIT RESULTS

FINANCIAL STATEMENTS
Twpe of auditn's report 1ssuad

Wath respect to conformury with

Generally Accepted Accounting Principles
With respect to the use of Regulatory

hasis of gecounting and the omssion

of the general fixed asser group

Internal control over Mmanceal reporting:
Material weaknessies) identified?
Reportable condition{s) wdentitied
net considered 10 be material sweaknesses!

Moncomplinnoe material o fnancial sialements poted?

FEDERAL AWARDS

Internal Comtrol over major programs:

Matertal weakness{es) identified?

Reportzble conditions) wentified
not considered 1o be material wealkmesses!

Type of auditor's report 1ssued on
complance for major programs:

Any audit indmgs disclosed that are
required to be reported in accordance
with Circular A-133. Secuon 31007

ldentificaton of major programs:

Adverse
Clualified - due 1o omission

of the general fixed
asset aroup

o

MNone reported

No

MNo
Nuong reported

Ungualitied

MNone reported

Name of Federal Program CTFDA Mumber{s) _Expenditures
Chald Mutrehen Cluster:

School Rreakiast Program-Casl Assistance 10353 303425701
Nutional School Lunch Program;

Cash Assistance 10555 % 11160248

Non-cash Assistance; Conunodities 10555 12.677.12

Taotal Mational School Lunch Program 1232749 60

Total for Program (Cluster) 3 17953751

Special Edevarnion Claster:

IDEAB Flow Through 54027 94 525.20

IDEA-B Preschool ad 173 126633

Total for Program {Cluster)
Drollar threshold used to distinguish between
I'vpe Aoand Type B programs:
Anditee qualified as low-nsk auditee?

SECTION 11 - FINANCIAL STATEMENT FINDINGS
No matters were reported.

(=)

100,791,539

S 300,000

Mo

SECTION N - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No matters werg ll-."]."'OJ":ﬂI-Sl
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YALE SCHOOL DISTRICT NO. I-103
PAYNE COUNTY, OKLAHONMA
SCHEDULE OF CURRENT YEAR AND PRIOR YEAR AUDIT FINDINGS
FORTHE YEAR ENDED JUNE 30, 2012

There were no sigmficant deficiencies or material weakness findings tnthe current vear.

I'here were no significant deficiencies or matenial weakness findings mn the prier year for [ollowup



YALE SCHOOL DISTRICT NO. [-103
SCHEDULE OF ACCOUNTANT'S PROFESSIONAL LIABILITY INSURANCE AFFIDAVIT
JULY 1, 2001 TOJUNE 30, 2012

state of Oklahoma

County of Payne

[he undersigned auditing firm of lawlul age, being Hrst duly sworn on oath, says that said firm had in full
foree and effect Accountant's Professional Liability Insurance in aceordance with the "Oklahoma Public

School Audin Law" at the time of audit contract and durmg the entire audit engagement with Yale Public
Schools for the audit vear 2001-2012,

Steven F. Cunditt, C.P.AL, Inc.
Auditimg Firm

[y
Authorrzed Agent

Subscribed and sworn to before me this. _dayof . , M2

“-.“;imur}-' Pubhe

My Commission Expires:  September 27, 2013 - 01016317

L
=



Position
Superintendent
Treasurer
Erncumbrange Clerk

Activily Fund
Custodian

Mainutes Clerk

Yale School Dhsinet Mo, 1-103

Schedule of Statutory, Fidehty, and Honest Bonds

Bonded By
RLI Surety
RLT Surety

RIT Surety

RI1 Surety

RLI Surety

For the Year Inding June 30, 2012

Policy Number

FITYR00183

fad

FIDEDOTE33

FIDROOTRAS

FIDSAOLERS

FIDEU0TE3A

ad
L)

Term
7-01-11/7-01-12
F01-11/7-01-12

7-01-11/7-01-12

F1-11/7-01-12

-1 17-01-12

Amount
S 10000000
L, D00 00

100.000.00

5,000.00

3.000.00



