STEPHENS COUNTY, OKLAHOMA
FINANCIAL STATEMENTS AND
INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED JUNE 30, 2001

b

This publication is printed and issued by the State Auditor and Inspector as authorized by 74 O.S. § 212.

Pursuant to 74 O.5. § 3105, 35 copies have been prepared and distributed at a cost of $72.45. Copies
have been deposited with the Publications Clearinghouse of the Oklahoma Department of Libraries.



STATE oF OKLAHOMA

OFFICE OF THE AUDITOR AND INSPECTOR
2300 N. LincoLy BLvo.

100 StaTE CaPmoL
Oxranoma Ciry, OK 731054896
405/521-3495

CuirroN H. Scorr
StaTe AUDITOR AND INSPECTOR

December 23, 2002

TO THE CITIZENS OF
STEPHENS COUNTY, OKLAHOMA

Transmitted herewith is the audit of Stephens County, Oklahoma, for the fiscal year ended June 30, 2001.
A report of this type is critical in nature; however, we do not intend to imply that our audit failed to
disclose commendable features in the present accounting and operating procedures of the County.

We wish to take this opportunity to express our appreciation for the assistance and cooperation extended
to our office during the course of our audit.

The Office of the State Auditor and Inspector is committed to serve the public interest by providing
independent oversight and to issue reports that serve as a management tool to the state to ensure a
government which is accountable to the people of the State of Oklahoma.

Sincerely,

LLp gt

CLIFTON H. SCOTT
State Auditor and Inspector
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REPORT TO THE CITIZENS
OF
STEPHENS COUNTY, OKLAHOMA

p

h <

Created at statehood from portions of Comanche County, Oklahoma Territory, and the Chickasaw
Nation, Stephens County was named for John H. Stephens, a member of Congress from Texas and
staunch advocate of Oklahoma statehood. The first permanent settler, Silas Fitzpatrick, sold his store to
William Duncan, for whom the county seat was named in 1892. The county is served by U.S. 81 and S.H.
7, 29, and 53. Duncan Municipal Airport, OKT Railroad, and Oklahoma Transportation-Jefferson Bus
Lines provide additional transportation links.

The economy is based on agriculture (wheat, peanuts, cotton, caitle) and petroleurn. Dunecan,
Marlow, and Comanche are the principal municipalities and each offers a wide range of goods and
services. Halliburton Oil Field Services began in Duncan, and remains a major employer in the area.

Duncan maintains 144 acres of parks and playgrounds and two public swimming pools. There are
golf courses in Duncan (2), Marlow, and Comanche. Boating, fishing, camping facilities, and 4,000 acres
of recreational lands are found at Clear Creek, Duncan, Humphries, and Fuqua lakes.

The Stephens County Memorial Museum is located in Duncan. For more information, call the
county clerk’s office at (580) 255-0977

County Seat— Duncan Atea — 877.2 Square Miles
County Population — 43,076

(1999 est.)

Farms — 1,165 Land in Farms — 426,884 Acres

Source: Oklahoma Almanac 2001 - 2002

See independent auditor’s report.
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COUNTY OFFICIALS
AND RESPONSIBILITIES

“

COUNTY ASSESSOR
Cathy Hokit
(D) Duncan

The County Assessor has the responsibility to appraise and assess the real and personal property within
the county for the purpose of ad valorem taxation. Also, the County Assessor is required to compute the
ad valorem taxes due on all taxable property. The County Assessor appraises all the taxable real and
personal property according to its fair cash value for which the property is actually being used as of
January 1 of the taxable year at the percentages provided for in Article 10, § 8 of the Oklahoma
Constitution.

The County Assessor is required to build and maintain permanent records of the taxable real property and
tax exempt real property within the county. Information entered on each record includes the property’s
legal description, owner's name and address, and the homestead exemption status of the owner.

COUNTY CLERK
Marilyn Fennel
(D) Duncan

The County Clerk serves as the register of deeds and custedian of records for the county., The County
Clerk also serves as the secretary to several boards, including the Board of County Commissioners, the
County Excise Board, the County Board of Equalization, and the Board of Tax Roll Corrections.

The County Clerk reviews all the claims for payment of goods and services purchased or contracted by
the county, and prepares the proper warrants for payment of those goods and services and the county
payroll. The County Clerk, or his or her designated deputy, serves as the purchasing agent for the county.
This system is a2 means to ensure the public that tax dollars are being spent appropriately.

Various records within the different county offices are classified as "open records.” As such, they can be
reviewed and mechanically copied by the public.

See independent auditor’s report.
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COUNTY OFFICIALS
AND RESPONSIBILITIES

BOARD OF COUNTY COMMISSIONERS

DISTRICT #1
Don Spivey
(D) Marlow

DISTRICT #2
Frank Kelly
(D) Duncan

DISTRICT #3
Gary Ledford
(D) Comanche

The Board of County Commissioners is the chief administrative body for the county. County
Commissioners are also responsible for maintaining and constructing the county roads and bridges.

The Commissioners must act as a Board when entering into contracts or other agreements affecting the
county's welfare. Thus, actions taken by the Board are voted on and approved by a majority of the
Commissioners. The Board of County Commissioners' business meetings are open to the public.

As the county's chief administrative body, the three County Commissioners must make major financial
decisions and transactions. The Board has the official duty to ensure the fiscal responsibility of the other
county officers who handle county funds. The review and approval procedures empowered to the Board
of County Commissioners are a means to provide the public with a fiscally efficient system of county

government.

See independent auditor’s report.

v



COUNTY OFFICIALS
AND RESPONSIBILITIES

COUNTY SHERIFF
Jimmie Bruner
(D) Velma

The County Sheriff is responsible for preserving the peace and protecting life and property within the
county's jurisdiction. As the county's chief law enforcement officer, the sheriff has the power and
authority to suppress all unlawful disturbances, to apprehend and secure persons charged with felony or
breach of peace, and to operate the county jail.

The County Sheriff has the responsibility of serving warrants and processing papers ordered by the
District Court.

COUNTY TREASURER
Novalene Goodrich

(D) Bray

All revenues received by county government from ad valorem taxes and other sources are deposited with
the County Treasurer. The County Treasurer collects ad valorem taxes for the county and its political
subdivisions. The County Treasurer is authorized to issue delinquent personal property tax warrants and
to impose tax liens on real property for delinquent taxes.

To account for county revenues and expenditures, the County Treasurer is required to maintain an
accurate record of all the monies received and disbursed. The State Auditor and Inspector's Office
prescribes all the forms used by the County Treasurer, and at least twice a year inspects the County
Treasurer's accounts.

See independent auditor’s report.



COUNTY OFFICIALS
AND RESPONSIBILITIES

. =

COURT CLERK
Priscilla Harper
(D) Duncan

The Court Clerk has the primary responsibility to record, file, and maintain as permanent records the
proceedings of the District Court.

Court proceedings are recorded in the appropriate journal or record docket. All the court proceedings are
public information except those related to juvenile, guardianship, adoption, and mental health cases.

The Court Cierk tssues marriage licenses, passports, notary certificates, beer and pool hall licenses, and
private process server licenses.

Monies from the court fand are identified for distribution by the Court Clerk to the appropriate units of
county and state govemment. Court Clerks use forms and follow procedures prescribed by the Court
Administrator's Office, the Oklahoma Supreme Court, and the State Auditor and Inspector.

DISTRICT ATTORNEY
Gene Christian
(D) Duncan

As the chief attorney for county govermnment, the District Attorney acts as the legal advisor to the county
officers on matters related to their duties. The District Attorney represents the county in civil litigation.
County officials may call upon the District Attorney to clarify a law or request an official interpretation
from the Attomey General.

See independent auditor’s report.
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COUNTY OFFICIALS
AND RESPONSIBILITIES
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ELECTION BOARD SECRETARY
June Kreiger
(D) Bray

The Election Board Secretary is appointed by the State Election Board and is the chief administrative
officer of the County Election Board. The County Election Board has direct responsibility for all the
ballots used in all elections within the county. The Board also conducts all elections held within the

county.

To finance the operating expenses of the County Election Board, the County Excise Board must
appropriate sufficient funds annually. The state and counties split the election costs, but counties must
pay for any county elections not held concurrently with state elections.

See independent auditor’s report.
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AD YALOREM TAX DISTRIBUTION
STEPHENS COUNTY, OKLAHOMA

SHARE OF THE AVERAGE MILLAGE

Property taxes are calculated by applying a millage rate to the assessed valuation of property. Millage
rates are established by the Oklahoma Constitution. One mill equals one-thousandth of a dollar. For
example, if the assessed value of property is $1,000.00 and the millage rate is 1.00, then the tax on that
property is $1.00. This chart shows the different entities of the County and their share of the various

millages as authorized by the Constitution.

Co. Gen.
12.94%

E Sch. Dist. Avg.

Sch. Dist. Avg.
83.82%

N Co. Hlth. Co. Hlth.
3.24%
E1Co. Gen.
Co. General Fund 10,00 I1-Duncan 35.00
Co. Health 2.50 I2-Comanche 35.00
13-Marlow 35.00
115-Velma-Alma 35.00
121-Empire 35.00
134-Central 35.00
142-Bray-Doyle 35.00
D82-Grandview 35.00
JT3-Sterling 35.00
JTI74 -Fox 3500
JT1-Wallers 35.00
JTI101-Temple 35.00
JTI4-Pemell 35.00
JT123-Waurika 35.00
JTI14-Ringling 35.00

See independent auditor’s report.
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STATE OF OKLAHOMA

OFFICE OF THE AUDITOR AND INSPECTOR
2300 N. LincoLn Brvp,

100 State CariToL
Oxrattoma Ciry, OK 731054896
405/521-3495

Curron H. Scotr
STaTE AUDITOR AND INSPECTOR

Independent Auditor’s Report

TO THE OFFICERS OF
STEPHENS COUNTY, OKLAHOMA

We have audited the accompanying general-purpose financial statements of Stephens County, Oklahoma,
as of and for the year ended June 30, 2001, as listed in the table of contents. These general-purpose
financial statements are the responsibility of Stephens County's management. Our responsibility is to
express an opinton on these general-purpose financial statements based on our audit.

We conducted our audit in accordance with 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
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As explained in Note 1(T), the general-purpose financial statements referred to above do not include the
general fixed assets account group, which should be included in order to conform with accounting
principles generally accepted in the United States of America. The amount that should be recorded in the
general fixed assets account group is not known.

In our opinion, except for the effect on the general-purpose financial statements of the omission described
in the preceding paragraph, the general-purpose financial statements referred to above present fairly, in all
material respects, the financial position of Stephens County, Oklahoma, as of June 30, 2001, and the
results of its operations for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Govermment Auditing Standards, we have also issued our report dated June 10, 2002,
on our consideration of Stephens County’s intemal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, and contracts. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.



Our audit was performed for the purpose of forming an opinion on the general-purpose financial
statements of Stephens County, Oklahoma, taken as a whole. The other information listed in the table of

contents under fntreductory Section has not been audited by us and accordingly, we express no opinion
on such data.

Sincerely,

L WA

CLIFTON H, SCOTT
State Auditor and Inspector

June 10, 2002
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STEPHENS COUNTY, OKLAHOMA
COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUP

JUNE 30, 2001
Fiduciary Account
Governmental Fund Types Fund Types Group
Trust Gencral Total
Special and Long-Term {Memorandum
General Revenue Agency Deht Qnly)
ASSETS
Cash § 1,088,523 $ 7,247472 $ 2,285712 5 § 10,621,707
Ad valorem 1axes receivable 18,324 4,580 132,008 154,912
Duc from other governments 2,000 233,595 235,595
Accrued interest receivable 26,991 28 30,019
Amount 1o be provided
for capitalized lease agreemenlts 31,178 31,178
Consumable inventary 312,294 312,294
Total assels $ 1,136,818 £ 7.566,374 £ 2,651,315 § 31,178 $ 11,385,705
LIABILITIES AND FUND BALANCES
Liabilities:
Warrants payable s 63,775 5 240,075 5 s s 303,850
Accounts payable 44,524 547,645 592,169
Delerred revenue 1,558,502 1,558,502
Duc to other taxing units 1,117,530 l,E17.530
Due te others 1,533,785 1,533,785
Capitalized leasc obligations
payable ) 31,178 31,178
Total liabililics 108,299 2,346,222 2,651,315 31,178 5,137,014
Fund balances:
Reserved for consumable inventory 312,294 312,294
Reserved for encumbrances 15,621 32,242 47,863
Unreserved:
Undesignaled 1012218 4,875,616 5,888,534
Telal fund balances 1,028,539 5,220,152 - - 6,248,691
Total liabilities and fund balances S 1,136,838 $ 7,566,314 £ 2,651,315 $ 31,178 § 11,385,705

The notes to the financral statements are an integral part of this statement.
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FUND BALANCES — ALL GOYERNMENTAL FUND TYPES

Revenues:
Ad valorem taxes
Charges lor services
Inlergovernmenlal revenues
Miscellaneous revenues
Total revenues

Expenditures:

Current operating:
Geneml government
Public salely
Educalion
Cullure and recreation
Health and wellare
Roads and highways

Total expendilures

Excess of revenues over
{under) expendilures

Beginning fund balances

Ending fund balances

STEPHENS COUNTY, OKLAHOMA
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FOR THE YEAR ENDED JUNE 30, 2001

Governmental Fund Types Tolal
Special {Memarandum
General Revenue Only)

S 1,444,778 S 483,707 $ 1,928,485
259,521 264,399 523,920
176,658 4,804,183 5,180,841
424,380 94,094 518474

2,505,337 5,646,383 8,151,720
1,660,337 291,825 1,952,162
458,786 313,692 772,478
80,812 80,312
82,856 2,757 85,613
387,920 387,920

1,900 4,331,698 4,333,598
2,284,691 5,327,892 7,612,583
220,646 318,491 539,137
807,893 4,901,661 5,709,554

§ 1,028,539 £ 5,220,152 $ 6,248,691

The notes to the financial statements are an integral part of this statement.
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STEPHENS COUNTY, OKLAHOMA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL — GENERAL AND SPECIAL REVENUE
(COUNTY HEALTH DEPARTMENT ONLY) FUNDS
FOR THE YEAR ENDED JUNE 30, 2001

General Special Revenue Funds
Counly Health Department
Budget Aclual Variance Budget Actual Vanance
Beginning fund balances, budgelary basis 5 709,839 5 721971 1) 14,132 5 255068 5 258,755 8 3,687
Revenues:
Ad valorem laxes 1,394,109 1,447,696 53,587 348,527 361,884 13,357
Charges for scrvices 218,885 259,521 40,636 4,662 4,662
Intergovernmental revenues 302,997 384,472 81,475 8,139 17,218 9,079
Miscellanecus revenucs 235,049 423,217 188,168 3477 3,477
Total revenues, budgetary basis 2,151,040 2,514,906 163,860 356,666 387,241 30,575
Expenditures:
Current operating:
General govemment 2,219237 1,657,688 561,549
Public safety 475,094 450,972 24,122
Health and wellare 611,734 361,994 249,740
Cullure and recreation 81,600 81,590 1o
Roads and highways 3,000 2,660 340
Education 81,948 81,34 584
Total expenditures, budgelary basis 2,860,879 2,274,274 586,605 611,73 361,994 249,740
Excess ol revenues and beginning fund balances
over {under} expenditures, budgetary basis s - 964,603 S 964,603 s - 284,002 284,002
Reconciliation 1o Statement of Revenues,
Expenditures, and Changes in Fund Balances
Add: Ad valorem taxes receivable 18,324 4,580
Accrued interest receivable 29,991
Reserved for encumbrances 15,621 140
Ending [und balances £ 1,028,539 $ 288,722

The notes to the financial statements are an integral part of this statement.
5
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STEPHENS COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001

“

1.

Summary of Significant Accounting Policies

The financial statements of the County are required to be presented in conformity with accounting
principles generally accepted in the United States of America as applied to government units. The
Govemnmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant
accounting policies and practices are described below.

A. Financial Reporting Entity

Counties were created by the Constitution of Oklahoma. One county officer is appointed; however,
most county officers are locally elected by their constituents. All county powers are delegated by the

state.

In accordance with accounting principles generally accepted in the United States of America, the
financial statements of the reporting entity include those of Stephens County (the primary
government). The County has no component units.

Related Organizations Excluded from the Reporting Entity

The County’s officials are responsible for appointing the members of the boards of other
organizations, but the County’s accountability for these organizations does not extend beyond making
the appointments. These organizations are not included in the financial statements.

Stephens County Industrial Development Authority

Stephens County Economic Development Authority

B. Fund Accounting

The government uses funds and account groups to report on its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain government functions or activities.

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

TESources.

Funds are classified into two major categories: governmental and fiduciary,



STEPHENS COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001

ﬁ
Summary of Significant Accounting Policies (continued)

Governmental Funds

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 general
fund is used to account for the activities of the general government not accounted for in some other
fund.

Fiduciary Funds

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 government. Agency funds are generally used to
account for assets that the government holds on behalf of others as their agent.

Account Groups

General Fixed Assets Account Group (GFAAG) — Accounting principles generally accepted in the
United States of America require that the fixed assets of a government be reporied in a general fixed
assets account group (GFAAG). This account group is not a fund. It does not have a balance sheet as
such, nor does it report operations. Instead, the GFAAG serves as a list of the government’s fixed
assets and is designed to ensure accountability.

General Long-Term Debt Account Group (GLTDAG) - The general long-term debt account group

(GLTDAG) is used to account for a government's unmatured long-term indebtedness. In addition to
general obligation debt instruments (e.g., bonds, notes), the GLTDAG is also used to report liabilities
that are normally not expected to be liquidated with expendable available financial resources (e.g.,
capitalized lease-purchase obligations).

C. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus and basis of accounting. All governmental fund types are accounted for using a current
financial resources measurement focus. With this measurement focus, only current assets and current
liabilities are generally included on the balance sheet. Operating statements of these fund types
present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and
other financing uses) in net current assets.



STEPHENS COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001

Summary of Significant Accounting Policies (continued)

The modified accrual basis of accounting is used by all governmental fund types and agency funds.
Under the modified accrual basis of accounting, revenues are recognized when susceptible to accrual
(i.e.,, when they become both measurable and available). "Measurable” means the amount of the
transaction can be quantified, and "available" means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. The government considers
property taxes as available if coliected within 60 days after year-end. Expenditures are recorded when
incurred and the related fund liability is expected to be paid from available spendable resources.
Principal and interest on general long-term debt are recorded as fund expenditures when paid or when
amounts for principal and interest have been accumulated in the debt service fund for payments to be
made early in the following year.

Those revenues susceptible to accrual are property taxes, interest revenue, and other taxes collected
and held by the Oklahoma Tax Commission at year-end on behalf of the government. Charges for
services are not susceptible to accrual because generally they are not measurable until received in
cash.

The County reports deferred revenue on its combined balance sheet. Deferred revenues arise when a
potential revenue does not meet both the “measurable” and “available” criteria for recognition in the
current period. Deferred revenues also arise when resources are received by the government prior to
the incurrence of qualifying expenditures. In subsequent periods when both revenue recognition
criteria are met, or when the government has a legal claim to the resources, the credit for deferred
revenue is removed from the combined balance sheet, and revenue is recognized.

D. Budgetary Policies and Procedures

Under current Oklahoma statutes, the general fund and the County Health Department fund are the
only funds required to adopt a formal budget. The budget presented for the general and special
revenue (County Health Department only) funds includes the originally approved budgeted
appropriations for expenditures as adjusted for supplemental appropriations and approved transfers
between budget categories. Appropriations for the highway funds and other cash funds are made on a
monthly basis, according to the funds then available,

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditure of monies are recorded in order to reserve that portion of the applicable appropriation, is
employed as an extension of formal budgetary integration in the general and special revenue funds.

Any encumbrances outstanding at year-end are reported as reservations of fund balances since they
do not constitute expenditures or liabilities. At the end of the year, unencumbered appropriations are

lapsed.



STEPHENS COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001

Summary of Sipnificant Accounting Policies (continued)

The Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual -
General and Special Revenue (County Health Department only) Funds presents comparisons of the
legally adopted budget with actual data. The "actual” data, as presented in the comparison of budget
and actual, will differ from the data as presented in the Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances - All Governmental Fund Types because of adopting
certain aspects of the modified accrual basis of accounting and the adjusting of encumbrances to their

related budget year.

E. Cash

The County pools cash resources of its various funds to facilitate the management of cash. Cash
applicable to a particular fund is readily identifiable. The balance in the pooled cash accounts is
available to meet current operating requirements. All funds were deposited in interest-bearing demand
accounts at June 30, 2001.

F. Receivables

All receivables are reported at their gross value.

G. Interest Receivable

Interest on deposits 1s recorded as revenue in the year the interest is earned and is available to pay
liabilities of the current period.

H. Inventories

Inventories are valued at cost, which approximates market, using the first-in-first-out (FIFO) method.

The costs of governmental fund type inventories are recorded as expenditures when purchased;
however, material amounts of inventories are reported as assets of their respective funds. Reported
inventories in these funds are equally offset by a fund balance reserve.

I.  Fixed Assets

The County presently maintains some individual records of personal property; however, the County
does not keep similar records for land, buildings, and improvements. Because the County does not
maintain detailed records of its land, buildings, and improvements, a statement of peneral fixed
assets, required by accounting principles generally accepted in the United States of America, is not
presented on the Combined Balance Sheet - All Fund Types and Account Group.



Summary of Significant Accounting Policies (continued)

STEPHENS COUNTY, OKLAHOMA

NOTES TO THE FINANCIAL STATEMENTS

J.  Risk Management

The County is exposed to various risks of loss as follows:

Types of Loss

General Liability

- Torts

- Errors and Omissions

- Law Enforcement
Officers Liability

- Vehicle

Physical Plant

- Theft

- Damage to Assets
- Natural Disasters

Worker's Compensation
- Employees' Injuries

Method Managed

The County participates

in a public entity risk

pool — Association of
County Commissioners of
Oklahoma — Self-Insured
Group. (See ACCO-8IG.)

The County participates
in a public entity risk
pool. (See ACCO-SIG.)

The County participates
in a public entity risk
pool. (See ACCO Self-

JUNE 30, 2001

Risk of Loss Retained

If claims exceed pool
assels, the County would
have to pay its share of
the pool deficit.

If claims exceed pool
assets, the County would
have to pay its share of
the pool deficit.

If claims exceed pool
assets, the County would
have to pay its share of

Insured Fund ACCQ-SIF.) the pool deficit.
Health and Life The County carries None
- Medical commercial insurance
- Disability for these types of
- Dental risk.
- Life

ACCO-SIG - The pool operates as a common risk management and insurance program and is to be
self-sustaining through member premiums. Each participating county will pay a deductible amount
($1,000 to $10,000; the County has a $2,500 deductible) for each insured event as stated in the
County’s “Certificate of Participation.” The risk pool will pay legitimate claims in excess of the
deductible amounts up to and including $50,000 per insured event. The pool has acquired commercial
reinsurance to cover claims in excess of $50,000 up to $1,000,000 limit per insured event. The pool,
established in 1986, has never had to assess additional premiums to be paid by its members.

ACCQO-SIF - The pool operates as a common risk management and insurance program and is to be
self-sustaining through member premiums. ACCO-SIF was set up in 1984 and will pay legitimate
worker’s compensation claims up to $500,000 per incident. A reinsurance policy, with no limit, pays
claims that exceed $500,000 for a particular incident. The pool has not assessed additional premiums
to be paid by its members in the past three years.
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STEPHENS COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2001
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Summary of Significant Accounting Policies {continued)

The County continues to carry commercial insurance for employees’ health and accident insurance.
Management believes such coverage is sufficient to preclude any significant uninsured losses to the
County. Settled claims have not exceeded insurance coverage in any of the past three fiscal years.
There have been no significant reductions in insurance coverage during the 2001 fiscal year.

K. Compensated Absences

All full-time Stephens County employees are entitled to annual leave in accordance with the schedule
outlined below:
Accrual Rates

Years of Service Arnnual Leave
00-05 years 10 days
05-15 years 15 days
15-20 years 18 days

Over 20 years 20 days

Vacation leave shall not be accumulated and must be taken within the year allowed. All full-time
Stephens County employees shall be entitled to sick leave with pay that is accrued on a monthly
basis.

Sick leave shall accumulate at the rate of 1 day for each calendar month of service to the County. Sick
leave may be accrued up to a maximum of 130 days. When terminating employment with the County,
an employee may not collect pay for accrued sick leave.

The accumulated cost of compensated absences is not considered material to the financial statements,
and no liability has been recorded.

L. Long-Term Obligations

The County reports [ong-term debt of governmental funds at face value in the general long-term debt
account group. Certain other governmental fund obligations not expected to be financed with current
available financial resources are also reported in the general long-term debt account group.

M. Memorandum Only - Total Colurmns

Total columns on the financial statements are captioned "memorandum only" to indicate that they are
presented only to facilitate financial analysis. Data in these columns do not present financial position
or results of operations in conformity with accounting principles generally accepted in the United
States of America. Interfund transactions have not been eliminated from the total column of each
financial statement.
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STEPHENS COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001

Stewardship, Compliance, and Accountability

Budgetary Compliance

On or before the first Monday in July of each year, each officer or department head submits an
estimate of needs to the governing body. The budget is approved by fund, office or department, and
object. The County Board of Commissioners may approve changes of appropriations within the fund
by office or department and object. To increase or decrease the budget by fund requires approval by

the County Excise Board.

Detailed Notes on Account Balances

Title 62 O.5. § 348.3 authorizes the County Treasurer to invest in:

+ U.S. Government obligations

e Certificates of deposit

e Saving accounts

» G.O. bonds issued by counties, municipalities, or school districts

¢ Money judgments against counties, municipalities, or school districts

* Bonds and revenue notes issued by a public trust when the beneficiary of the trust is a county,
municipality, or school district

e Negotiable certificates of deposit

* Prime bankers acceptance which are eligible for purchase by the Federal Reserve System

e Prime commercial paper with a maturity of 180 days or less

¢ Repurchase agreements

¢ Money market funds regulated by the Securities and Exchange Commission and which
investments consist of the above-mentioned types of investments.

A.  Deposits

At year-end, the carrying amount of the County’s deposits was $10,621,707 and the bank balance was
$10,667,648. Of the bank balance, all funds were covered by federal depository insurance or by
collateral held by the County’s agent in the County’s name. Funds are deposited in various banks

within the County.,
B. Receivables

The County's property tax is levied each October 1 on the assessed value listed as of January 1 of the
same year for all real and personal property located in the County, except certain exempt property.
Assessed values are established by the County Assessor within the prescribed guidelines established
by the Oklahoma Tax Commission and the State Equalization Board. Title 68 O.S. § 2820.A. states,
“. ... Each assessor shall thereafter maintain an active and systematic program of visual inspection on
a continuous basis and shall establish an inspection schedule which will result in the individual visual
inspection of all taxable property within the County at least once every four (4) years.”

The net assessed property value as of January 1, 2000, was $153,352,001.
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JUNE 30, 2001

Detailed Notes on Account Balances {continued)

The County levied 10.0 mills for general fund operations and 2.5 mills for the County Health
Department. In addition, the County also collects the ad valorem taxes assessed by cities and towns
and scheol districts and apportions the ad valorern taxes collected to the appropriate taxing units.

Taxes are due on November 1 following the levy date, although, they may be paid in two equal
installments. If the first half is paid prior to January 1, the second half is not delinquent until April 1.
Unpaid real property taxes become a lien upon said property on October 1 of each year. Unpaid
delinquent personal property taxes are published usually in May. If the taxes are not paid within 30
days from publication, they shall be placed on the personal tax lien docket.

Cuirent year tax collections for the year ended June 30, 2001, were approximately 98.6 percent of the
tax levy.

C. Pension Plan

Plan Description. The County contributes to the Oklahoma Public Employees Retirement Plan (the
Plan), a cost-sharing, multiple-employer defined benefit pension plan administered by the Oklahoma
Public Employees Retirement Systern (OPERS). Benefit provisions are established and amended by
the Oklahoma Legislature. The Plan provides retirement, disability, and death benefits to Plan
members and beneficiaries. Title 74, Sections 901 through 943, as amended, establishes the
provisions of the Plan. OPERS issues a publicly available financial report that includes financial
statements and supplementary information. That report may be obtained by writing OPERS, P.O. Box
53007, Oklahoma City, Oklahoma 73105 or by calling 1-800-733-9008.

Funding Policy. The contribution rates for each member category are established by the Oklahoma
Legislature and are based on an actuarial calculation which is performed to determine the adequacy of
contribution rates. County employees are required to contribute between 3.5% and 8.5% of eamed
compensation. The County contributes between 5.0% and 10.0% of eamed compensation. Elected
officials could confribute between 4.5% and 10% of their entire compensation. The County
contributes 10.0% of camed compensation for elected officials. The County's contributions to the
Plan for the years ending June 30, 1999, 2000, and 2001, were $319,242, $252,228, and $275,045,
respectively, equal to the required contributions for each year.
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STEPHENS COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001

Detailed Notes on Account Balances (continued)

ID. Capital Leases

The County acquires road machinery and equipment through lease-purchase agreements financed by
the Oklahoma Department of Transportation and/or the equipment vendors or their assignees pursuant
to the provisions of 69 O.8. § 636.1 through § 636.7. Lease agreements entered into with the
Oklahoma Department of Transportation (ODOT) are interest free. However, starting in January
1997, ODOT began charging a one-time fee of 3% on all subsequent pieces of machinery acquired.
Oklahoma statutes prohibit the County from entering into contracts of this nature longer than one
year. For this reason, these lease-purchase agreements do not qualify for capitalization until the year
the lease-purchase agreements are completed and title to the equipment is transferred to the County.
However, it is the County's intent to exercise its right to purchase this property; accordingly, the
lease-purchase agreements have been capitalized to conform with accounting principles generally
accepted in the United States of America. The unpaid portions of these agreements have been
reflected as capitalized lease obligations within the general long-term debt account group.

Providing all capital leases are renewed each year by resolution of the Board of Commissioners,
minimum lease commitments under capitalized lease-purchase agreements as of June 30, 2001, are as
follows:

Year Ending
June 30, Principal Interest Total
2002 5 31,178 3 713 3 31,891
Total ) 31,178 $ 713 $ 31,891

During the year, the County paid $68,675 on the outstanding balances of lease-purchase agreements.

Changes in Long-Term Liabilities

During the year ended June 30, 2001, the following changes occurred in liabilities reported in the
general long-term debt account group:

Balance Balance
July 1, 2000 Additions Reductions June 30, 2001
Capilal leases 3 99,853 S 5 68,675 5 31,178
Total 5 09,853 5 - 3 68,675 3 31,178
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Detailed Notes on Account Balances {continued)

E. Fund Balance

Reservations of fund balances of governmental funds are established to either (1) satisfy legal
covenants that require a portion of the fund balance be segregated or (2) identify the portion of the
fund balance that is not appropriable for future expenditures. Specific reservations of the fund balance
accounts are summarized below:

Reserved for Encumbrances — The reserve for encumbrances represents encumbrances outstanding at
the end of the year based on purchase orders and contracts signed by the County but not completed as
of the close of the fiscal year.

Reserved for Consumable Inventories — The reserve for consumable inventories represents the portion
of the fund balance which was created by inventories. This amount is not available for appropriation.

E. Fuel Taxes

The County receives major funding for roads and highways from a state imposed fuel tax. Taxes are
collected by the Oklahoma Tax Commission. Taxes are imposed on all gasoline, diesel, and special
fuel sales statewide. The County's share is determined on formulas based on county population, road
miles, and land area and is remitted to the County monthly. These funds are earmarked for roads and
highways only and are accounted for in the County highway fund. The County highway fund is
reported herein as “special revenue,” and the fuel tax revenue is presented as “intergovernmental.”

Contingent Liabilities

The government is a defendant in various lawsuits. Although the outcome of these lawsuits is not
presently determinable, in the opinion of the government attorney, the resolution of these matters will
not have a material adverse effect on the financial condition of the government.
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Government Auditing Standards



STATE OF OKLAHOMA

OFFICE OF THE AUDITOR AND INSPECTOR
2300 N. LincoLn BLvp.

100 State: CarMToL
Orranoma Crrv, OK 73105-4896
405/521-3495

Curron H. Scorr
STATE AUDITOR AND INSPECTOR

Report on Compliance and on Internal Control Over Financial
Reporting Based on an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards

TO THE OFFICERS OF
STEPHENS COUNTY, OKLAHOMA

We have audited the financial statements of Stephens County, Oklahoma, as of and for the year ended
June 30, 2001, and have issued our report thereon dated June 10, 2002. We qualified our opinion because
the general fixed assets account group was not included in the financial statements. We conducted our
audit in accordance with 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.

Compliance

As part of obtaining reasonable assurance about whether Stephens County's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, and contracts, 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 no instances of noncompliance that are required to be reported under
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Stephens County’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting.
However, we noted a certain matter involving the intermal control over financial reporting and its
operation that we consider to be a reportable condition. Reportable conditions involve matters coming to
our attention relating to significant deficiencies in the design or operation of the internal control over
financial reporting that, in our judgment, could adversely affect the County’s ability to record, process,
summarize, and report financial data consistent with the assertions of management in the financial
statements. The reportable condition is described below.



Finding 97-1 — General Fixed Assets

Criteria: Accounting principles generally accepted in the United States of America for a governmental
entity using governmental fund types require the presentation of the general fixed assets account group
(GFAAGQG) in the financial statements.

Condition: Information is not available for reporting general fixed assets in accordance with accounting
principles generally accepted in the United States of America for a government entity. The general fixed
assets control account is not accurate,

Effect: This component of internal control is not effective. Accordingly, there is a greater risk that a fixed
asset may not be properly accounted for and safeguarded against loss.

Recommendation: We recommend records include acquisition cost, a complete description, purchase
date, location of such asset, and that a control total of the cost of these assets be maintained and

reconciied annually.

A material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control that might be reportable conditions and, accordingly, would not necessarily disclose
all reportable conditions that are also considered to be material weaknesses. However, we consider the
reportable condition described above to be a materal weakness.

The American Institute of Certified Public Accountants’ Statement on Auditing Standards No. 87 requires
the inclusion of the following paragraph in this report:

This report is intended solely for the information and use of the management of the
County and is not intended to be and should not be used by anyone other than these
specified parties.

However, the Oklahoma Open Records Act states that all records of public bodies and public officials
shall be open to any person, except as specifically exempted. The purpose of this Act is to ensure and
facilitate the public's right of access to and review of government records so they may efficiently and
intelligently exercise their inherent political power. Therefore, this report is a matter of public record and
its distribution is in no way limited or restricted.

Sincerely,

CLIFTON H. SCOTT
State Auditor and Inspector

June 10, 2002
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DON SPIVEY FRANK KELLY GARY LEDFORD
DISTRICT ONE DISTRICT TwWO DISTRICT THREE

STEPHENS COUNTY COMMISSIONERS

101 5QUTH 11TH STREET, ROOM 200
DUNCAN, OKLAHOMA 73533
580-255-4193 FAX 580-255-1771

Office of the State Auditor and Inspector
Attention: Clifton H. Scott

State Capitol Building - Room 100
Oklahoma City, OK 73105

SUBIJECT: MANAGEMENT RESPONSE

General Fixed Assets — Finding 97-1

We agree thal cost values and control totals are required by Accounting Principles Generally Accepted in
the United States of America; however, we do not think the statutes require such information. We may
not have the time to accumulate the information needed during the next year.

During the current fiscai year, we will try to update the inventory records required by [9 Q. S. 2001, §

£/8.1 which include an inventory card for each item with a complete description of the item, the serial
number, and location.

Stephens County
Board of Commissioners
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