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'INDEPENDENT AUDITOR’S REPORT

December 4, 2012 ‘

Board of Directors

Oregon Coast Technology Charter School :

A Component Unit of Coos County School District No. 13
1913 Meade ,

North Bend, OR 97459

We have audited the accompanying financial statements of the governmental activities and major fund of
the Oregon Coast Technology Charter School (the School), a component unit of Coos County Schooal
District No. 13, as of June 30, 2012, which collectively comprise the School’s basic financial statements
as listed in the table of contents. These financial statements are the responsibility of the School's
management. Our responsibility i is to express oplnlons on these fmanctal statements based on our audlt

We conducted our audlt in accordance wrth auditing standards generally accepted in the United States of -

. America and the standards applicable ‘to financial, audits contained in Government Auditing Standards .
issued by.the Comptroller General. of the United States. Those standards require that we plan. and -

- perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and dlsclosures in the financial statements. - An audit also includes assessing the ‘accounting principles
used and 31gn:f|cant estimates ‘made by management as well as. evaluatlng the- overall flnan0|al ‘
'statement presentahon We believe that our audit prowdes a reasonable basrs for our oplnlons '

-in our oprmon the flnancral statements referred to above present falrly, in all matenal respects, the
financial position of the governmental activities and major fund of the School, as of June 30, 2012, and
the changes in financial position for the year then ended in conformlty with accountmg principles generally'
accepted in the Umted States of Amerlca : :

. Accountmg prmcrples generally accepted in the Umted States of- Amerlca requwe that the Management’ :
Discussion and Analysrs be presented to supplement the basic financial statements. Such information, . .
although not-a part of the basic financial statements, is required by the Governmental Accounting |

~ Standards Board, who considers it to be an essential part of financial reporting for. placing the basic
financial statements in an appropnate operational, economic, or historical context. We have applied
certain limited procedures to managements discussion and analysrs in accordance with auditing
standards generally accepted in the "United States of ‘America, which consisted of inquiries of .
management about. the methods of preparing the information and comparing the information and
comparing the information for consistency with management’s responses to ‘our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion. or provide any assurance on management's discussion and .analysis
because the limited procedures do not provrde us W|th sufficient evidence to express an opinion or
prowde any assurance.
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In accordance with Government Auditing Standards, we have also issued our report dated December 4,
2012 on our consideration of the School’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the result of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of

our audit.

North Bend, Oregon



OREGON COAST TECHNOLOGY CHARTER SCHOOL
A COMPONENT UNIT OF COOS COUNTY SCHOOL DISTRICT #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the fiscal year ended June 30, 2012

As management of Oregon Coast Technology Charter School (the School or ORCO-Tech), we offer readers of
the School's financial statements this narrative overview and analysis of the financial activities for the fiscal
year ended June 30, 2012.

FINANCIAL HIGHLIGHTS

The net assets of the School totaled $0 at June 30, 2012. The School had no outstanding debt at June 30,
2012. The School reported total general revenue of $2,381,771 at June 30, 2012,

| OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the School’s basic financial
statements. The School’s basic financial statements consist of three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the basic financial statements. The fund
financial statements and the government-wide statements have been combined using a columnar format.
There are no reconciling items.

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the School's finances, in a manner similar to a private-sector business.
These statements include:

The Statement of Net Assets. The statement of net assets presents information on all of the assets and
liabilities of the School at year-end. Net assets are what remain after the liabilities have been paid or
otherwise satisfied. Over time, increases or decreases in net assets may serve as a useful indicator of
whether the financial position of the School is improving or deteriorating.

The Statement of Activities. The statement of activities presents information showing how the net assets of
the School changed over the year by tracking revenues, expenses and other transactions that increase or
reduce net assets. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in
this statement for some items that will only result in cash flows in future fiscal periods.

in the government-wide financial statements, the School’s activities are shown as governmental activities. All
basic School functions are shown here, such as instruction and supporting services. These activities are
primarily financed through Oregon’s State School Fund and other intergovernmental revenues.

Fund financial statements The fund financial statements provide more detailed information about the
School’'s funds, focusing on its most significant or “major” funds — not the school as a whole. A fund is a
grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The School currently maintains one government type fund. ORCO Tech uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental funds The governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term inflows and
outflows of spendable resources, as well as on balances of spendable resources available at the end of the
fiscal year. Such information may be useful in evaluating a government’s near-term financing requirements.



OREGON COAST TECHNOLOGY CHARTER SCHOOL
A COMPONENT UNIT OF COOS COUNTY SCHOOL DISTRICT #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the fiscal year ended June 30, 2012

Notes to the financial statements The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found immediately following the financial statements. ’

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted previously, net assets may serve over time as a useful indicator of a government’s financial position.
In the case of the School, assets exceeded liabilities by $0 at June 30, 2012.

Statement of Activities During the current fiscal year, there was no increase or decrease in the School’s net
assets. The key elements of the change in the District’s net assets for the year ended June 30, 2012 are as
follows:

Changes in Net Assets
For the year ended June 30, 2012

2011-12 2010-11 Variance

Revenues:
General revenues:

Intergovernmental aide not restricted $ 2381771 $ 2,145130 $ 236,641
Expenses:

Instruction programs 1,283,767 1,224,516 59,251

Supporting services 1,098,004 920,614 177,390

Total expenses 2,381,771 2,145,130 236,641

Increase (decrease) in net assets - -
Net assets - July 1 ‘ - -
Net assets - June 30 3 - $ - 3

e Intergovernmental aid increased by $236,641 (11 percent) during the year.
FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the School uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental funds. The focus of the School’'s governmental funds is to provide information on relatively
short-term cash flow and funding for future basic services. Such information is useful in assessing the
School’s financing requirements. In particular unreserved fund balance may serve as a useful measure of a
government's net resources available for spending at the end of a fiscal year. At June 30, 2012, the District's
governmental funds reported combined ending fund balances of $0.

General Fund The General Fund is the primary operating fund of the District. As of June 30, 2012,
unreserved fund balance was $0. There was no change in fund balance during the current fiscal year.



OREGON COAST TECHNOLOGY CHARTER SCHOOL
A COMPONENT UNIT OF COOS COUNTY SCHOOL DISTRICT #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the fiscal year ended June 30, 2012

CURRENT FINANCIAL ISSUES AND CONCERNS BEARING ON THE FUTURE

The most significant economic factor for the School is the State of Oregon’s State School Fund. The goal of
ORCO-Tech and the North Bend School District is for the ORCO-Tech to be cost neutral to the District.
Allocated administrative and overhead expenditures are reviewed annually to achieve cost neutrality.

REQUESTS FOR INFORMATION

This financial report is designed to present the user (citizens, taxpayers, investors and creditors) with a
general overview of the School’s finances and demonstrate the School’s accountability. Questions concerning
any of the information provided in this report or requests for additional information should be addressed to the
North Bend School District’s Business Manager, 1913 Meade Street, North Bend, OR 97450.
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OREGON COAST TECHNOLOGY CHARTER SCHOOL
A COMPONENT UNIT OF COOS COUNTY SCHOOL DISTRICT NO. 13
STATEMENT OF NET ASSETS AND
GOVERNMENTAL FUND BALANCE SHEET
June 30, 2012

General Statement of
Fund Adjustments Net Assets
ASSETS
Total assets $ - $ - $ -
NET ASSETS
Unrestricted - - -
Total liabilities and net assets $ - $ - $ -

The notes to the basic financial statements are an integral part of this statement.
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OREGON COAST TECHNOLOGY CHARTER SCHOOL
A COMPONENT UNIT OF COOS COUNTY SCHOOL DISTRICT NO. 13
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE
For the Fiscal Year Ended June 30, 2012

General Statement of
Fund Adjustments Activities
Program expenses:
Instruction $ 1,283,767 $ - $ 1,283,767
Supporting services 1,098,004 ' - 1,098,004
Total program expenses : 2,381,771 - 2,381,771
General revenues:
Intergovernmental aid not restricted
for a specific purpose 2,381,771 - 2,381,771
Increase in net assets - - -
Net assets - beginning of year - - -
Net assets - end of year $ - $ - $ -

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



OREGON COAST TECHNOLOGY CHARTER SCHOOL
A COMPONENT UNIT OF COOS COUNTY SCHOOL DISTRICT NO. 13

NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

Reporting Entity

The Oregon Coast Technology Charter School, (the School or ORCO-Tech) was incorporated as a
nonprofit corporation under the laws of the State of Oregon on June 16, 2003. The School was
organized under provision of Oregon Revised Statutes Chapter 338 for the purpose of operating a
school. The School, which is sponsored by Coos County School District No. 13 (the District) is
governed by a seven-member board, appointed by the Board of Directors of Coos County School
District No. 13.

The School provides a technology-based curriculum to students from grades six to twelve. The
School is sponsored by the District and students enrolled with ORCO-Tech attend classes at the
District's middle and high schools, along with students who are not enrolled in the program.
Support for the School comes from the State of Oregon in the form of the basic school support and
federal grants.

Under the criteria established by the Governmental Accounting Standards Board (GASB), the
School is considered a blended component unit of the District because the District Board has the
ability to impose its will on the School and is financially accountable for the School. Accordingly,
the School's financial statements are included in the financial statements of the District. The
School itself has no potential component units.

Measurement Focus, Basis of Accounting and Basis of Presentation

The financial statements of the School have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to government
units. The GASB is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles.

1. Basis of Presentation

School-wide Financial Statements The Statement of Net Assets and the Statement of
Activities display information about the School as a whole. These statements include the
financial activities of the primary school. All of the School activities are categorized as
_governmental activities.

Governmental activities — The School programs are reported in this category. State school
support and federal grants are the primary sources that finance these activities.

The School-wide statements are prepared using the economic resources measurement focus
and are reported on the accrual basis of accounting. This is the same approach used in
preparation of proprietary fund financial statements but differs from the manner in which
governmental fund financial statements are prepared.



The School-wide Statement of Activities presents a comparison between direct expenses and
program revenues for each function of the School's governmental activities. Direct expenses
are those that are specifically associated with a service, program or department and are,
therefore, clearly identifiable to a particular function. Indirect expenses such as interest and
depreciation are not allocated across functions, as they are not specifically associated with a
particular service, program or department. Program revenues include charges paid by the
recipient of the goods or services offered by the program and grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program.
Revenues which are not classified as program revenues are presented as general revenues of
the School, with certain limited exceptions. The comparison of direct expenses with program
revenues identifies the extent to which each governmental function is self-financing or draws
from the general revenues of the School.

The School applies restricted resources first when an expense is incurred for purposes for
which both restricted and unrestricted net assets are available.

Fund Accounting

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

Governmental funds are used to account for the School's general government activities.
Governmental fund types use the flow of current financial resources measurement focus and
the modified accrual basis of accounting. Under the modified accrual basis of accounting
revenues are recognized when susceptible to accrual (i.e., when they are "measurable and
available"). "Measurable” means the amount of the transaction can be determined and
"available” means collectible within the current period or soon enough thereafter to.pay.
liabilities of the current period. Expenditures are recorded when the related fund liability is
incurred, except for unmatured interest on general long-term debt which is recognized when
due, and certain compensated absences and claims of judgments which are recognized when
the obligations are expected to be liquidated with expendable available financial resources.

Charges for services are susceptible to accrual if received within 90 days of year-end. Other
receipts become measurable and available when cash is received by the School and are
recognized as revenue at that time.

Intergovernmental revenues are recognized as revenues when all eligibility requirements are
met. There are, however, essentially two types of intergovernmental revenues. In one,
monies must be expended on the specific purpose or project before any amounts will be paid
to the School; therefore, all eligibility requirements are determined to be met when the
underlying expenditures are recorded. In the other, monies are virtually unrestricted as to the
purpose of the expenditures and are usually revocable only for failure to comply with
prescribed requirements; therefore, all eligibility requirements are determined to be met at the
time of receipt or earlier if the susceptible to accrual criteria are met.

C. Assets, Liabilities and Net Assets

1.

Cash and Cash Equivalents

The School's cash and cash equivalents are considered to be cash on hand and demand
deposits.
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The School maintains merged bank accounts for its funds in a central pool of cash and cash
equivalents that are commingled with the Coos County School District No. 13.

2. Receivables and Payables

Receivables and payables are recorded on the Statement of Net Assets in accordance with
the policies enumerated above. Management believes that the amount of any uncollectible
accounts included in the receivable balance is not significant. Therefore, no provision for
uncollectible accounts has been made.

3. Capital Assets

Capital assets are defined by the School as assets with an initial individual cost of $5,000 or
more, and an initial estimated useful life extending beyond a single reporting period. The
School currently owns no capital assets.

4. Grants and Other Operating Revenues

The School receives funding from the State of Oregon based on the number of enrolled
students. The School also, at times, receives federal grants, through the State of Oregon
Department of Education. These grants are on a reimbursement basis, therefore, the District
provides cash flows to the School until the grant funds are received.

5. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

6. Net Assets

Net assets represent the difference between assets and liabilities. Net assets are reported as
restricted when there are limitations imposed on their use either through the enabling
legislation adopted by the School or through external restrictions imposed by creditors,
grantors or law or regulations of other governments.

7. Fund Balance

The goal of the Charter School and the District is for the Charter School to be cost neutral to
the District and that the allocated administrative and overhead expenditure will be reviewed
annually to achieve cost neutrality. Therefore, the fund balance of the Charter School is zero.

iIl. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. Budgetary Information
The School is a program within the Coos County School District No. 13 and School’s budget is
commingled within the District's. The School is exempt from Oregon Budget Law and the Oregon

Department of Education does not require the School to adopt a separate budget. Therefore, no
budgetary information is presented.
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DETAILED NOTES ON ALL FUNDS

A

Cash and Cash Equivalents

Deposits. The Governmental Accounting Standards Board has adopted accounting principles
generally accepted in the United States of America (GAAP), which include standards to categorize
deposits to give an indication of the level of custodial credit risk assumed by the School at June 30,
2012. If bank deposits at year end are not entirely insured or collateralized with securities held by
the School or by its agent in the School's name, the School must disclose the custodial credit risk
that exists. Deposits with financial institutions are comprised of bank demand deposits, and are
held in the name of the District.

For deposits in excess of federal depository insurance, Oregon Revised Statutes require the
depository institution to participate in the Public Funds Collateralization Program. For the fiscal
year ended June 30, 2012, the School had no deposits.

Custodial Credit Risk. Custodial credit risk for deposits is the risk that, in the event of a bank failure,
a government’s deposits may not be returned to it. The School does not have a formal deposit
policy for custodial credit risk.

Effective July 1, 2008, the Oregon State Treasurer became responsible for monitoring public funds
held by bank depositories in excess of FDIC insured amounts, and for assuring that public funds on
deposit are collateralized to the extend required by Oregon Revised Statutes (ORS) 295. ORS
Chapter 295 requires depository banks to place and maintain on deposit with a third party custodian
bank securities having a value of 10 percent, 25 percent or 110 percent of public funds on deposit
depending primarily on the capitalization level of the depository bank. Any amount in School
deposits covered by the state collateral pool is not exposed to custodial credit risk because
although the collateral is held by a third party custodian bank, it is considered to be held in the
School’s name.

IV. OTHER INFORMATION

A.

Contingent Liabilities

The ORCO-Tech Charter School received some of its support from other governmental entities.
These amounts are subject to audit and adjustment by these governments and any ineligible costs
may constitute a liability of the ORCO-Tech Charter School. As of June 30, 2012, management
was not aware of any ineligible costs.

Risk Management

The School is exposed to various risks of loss related to torts; theft of, damage to and destruction
of assets; errors and omissions; and natural disasters for which the Coos County School District
No. 13 carries commercial insurance that covers the School. Worker's compensation insurance is
also provided through a commercial carrier. There has been no significant reduction in insurance
coverage from the prior year and the District has not been required to pay any settiements in
excess of insurance coverage during the past three fiscal years.

12
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REPORT ON INTERNAL CONTROL OVER FINANCIAL

REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS .

December 4, 201 2

To the Board of Drrectors of
Oregon Coast Technology Charter School
" A Component Unit of Coos County School District No 13

We have audited the flnanc;al statements of the governmental activities and major fund of the Oregon
Coast Technology Charter School, a component unit of Coos County School District No. 13, as of and for
the. year ended June 30, 2012 which collectively comprise the school’s basi¢ financial statements and
“have issued our report thereon dated December 4, 2012. We conducted our audit in accordance with . .
auditing standards generally accepted" in the United States of America and the standards applicable to
" financial audits contalned in Government Aud/t/ng Standards |ssued by the Comptroller General of the
United States . :

Internal Control Over Flnancral Reportlng

Management of the Oregon Coast Technology Charter School is responsrble for establlshlng and
maintaining effective internal control over financial: reportlng in planning and performing our audit, we
considered the School's internal control over financial reporting as a basis for designing our auditing
N procedures for the purpose of expressmg our opinion-on the financial statements, but not for the purpose
- . of expressing an opinion on the effectiveness of the School’s internal control- over financial reporting. .
*-Accordingly, we do not express an oplnlon on the eﬁectlveness of the School s mternal control over K
«ﬂnanmal reportmg ' - : e

A defrc:ency in mternal control exists when the - de3|gn or operatlon of a control does not allow o
' management or. employees, in the normal course of performing their assigned functlons to prevent, or .
- detect and correct misstatements on. a timely basis. A material weakness-is a deﬂcnency, or combination . .
_ of deficiencies, in internal control, such that there.is'a reasonable possibility that a material misstatement
of the entity’s financial statements will: not be prevented or detected and corrected ona. tlmely basis.

Our consnderatlon of mternal control over financial reportlng was for the Ilrmted purpose descrlbed in the
* first paragraph of this section and was not designed to identify all deficiencies in internal control over:
financial reporting that might be deficiencies, significant deficiencies or material weaknesses We did not
- identify -any deficiencies in internal control over. frnanCIaI reportlng ‘that we consider to be material
- weaknesses, as.defined above ‘

-Compllance and Other Matters

As part of obtaining reasonable assurance about whether Oregon Coast Technology Charter School s
financial statements are free of material misstatement, we performed tests of its compliance.with certain
provisions of laws, regulations, contracts and grants-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 our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed noinstances of noncomphance or other .
matters that are required to be reported under Government Aud/tlng Standards

13
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This report is intended solely for the information of management; the governing body, the State of
Oregon, Secretary of State, Division of Audits; and cognizant and other federal awarding agencies and
other pass-through entities and is not intended to be and should not be used by anyone other than these

specified parties.
M\_ 74 £
ugh, MacAdam & Wartnik, LLC
North Bend, Oregon
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INDEPENDENT AUDITOR'S COMMENTS .

Audit Report Requirements

Oregon Administrative Rules 162-10-0000 through 162-10-3300 of the Minimum Standards for
Audits of Oregon Municipal Corporations, prescribed by the Secretary of State in cooperation with
the Oregon State Board of Accountancy, enumerate the financial statements, schedules,
comments, and disclosures required in audit reports. The required schedules, comments, and
disclosures not included in the preceding section of this report are as follows:

Accounting Systems and Internal Controls

The School’s accounting systems are the same as Coos County School District No. 13 and are
adequate. The accounting records are properly maintained. The internal controls for the School
are operating as designed and no material weaknesses were noted.

Insurance and Fidelity Bonds

The School, through Coos County School District No. 13, has complied with the provisions of
ORS 332.525 regarding the bonding of School personnel. We are not competent by training to
state whether the insurance policies covering School owned property in force at June 30, 2012,
are adequate.

Least Cost Policy for Public Improvements

Based on our tests, the s~chool did not award any projects that would be subject to the provisions
of ORS 279 pertaining to the awarding of public contracts and the construction of public
improvements.

Programs Funded from Outside Sources

We selected and tested, to the extent deemed appropriate, transactions, records, and reports
relative to programs funded wholly or partially by other governmental agencies.

The results of our tests indicate, for the items tested, the School complied with the laws, rules,
and regulations pertaining to programs funded wholly or partially by other governmental agencies,
and for the items tested, financial reports and related data were in agreement with and supported
by the accounting records.

Since the School expended less than $500,000 in Federal Financial Assistance, they were not
subject the requirements of OMB Circular A-133.
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