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E.R. Dick Shanahan certified public accountant

INDEPENDENT AUDITOR'S REPORT

December 11, 2015

The Honorable Board of Directors
Pittsburg County Rural Water District No. 5
McAlester, Oklahoma

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Pittsburg County Rural
Water District No. 5, (District) as of and for the year ended September 30, 2011, which collectively
comprise the District’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the District’s management. Our responsibility is to express opinions on
these 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 the 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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective modified cash basis financial position of the governmental and business-type activities of the
Pittsburg County Rural Water District No. 5, as of September 30, 2011, and the respective changes in
financial position thereof for the year then ended in conformity with the accounting basis described in Note
I
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Pittsburg County Rural Water District No. 5
McAlester, Oklahoma

In accordance with Government Auditing Standards, we have also issued our report dated
December 11, 2015 on our consideration of the District’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
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 results 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.

The management’s discussion and analysis on pages 10 through 12 is not a required part of the
financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

ER T anetar
E.R. Dick Shanahan
Certified Public Accountant




RURAL WATER DISTRICT NO. 5
PITTSBURG COUNTY, OKLAHOMA
STATEMENT OF NET ASSETS
September 30, 2011

ASSETS
Current Assets:
Cash and Cash Equivalents $ 452,664
Accounts Receivable 36,602
Prepaid Insurance 2,556
Total Current Assets 491,822
Restricted Assets:
Reserve Fund (Note 3) 35,552
Property and Equipment:
Water Distribution System 800,916
Equipment and Vehicles 124,323
Accumulated Depreciation (578,175)
Total Fixed Assets 347,064
TOTAL ASSETS $ 874,438

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts payable $ 22998
Current Portion of Long-term Debt 8,666
Accrued liabilities 6,262

Total Current Liabilities 37,926

Long Term Liabilities:

Loans Payable (Note 2) 54,530
TOTAL LIABILITIES 92,456
Investment in Capital Assets, Net of Related Debt 283,868
Unrestricted Net Assets 498,114
TOTAL NET ASSETS $ 781,982

See Notes to Financial Statements 3




RURAL WATER DISTRICT NO. 5
PITTSBURG COUNTY OKLAHOMA
STATEMENT OF RECEIPTS, EXPENSES, AND
CHANGES IN NET ASSETS
For the Year Ended September 30, 2011

OPERATING REVENUE
Water Revenue $ 402,570
Benefit Units 5,525
Miscellaneous Income 14,898
Total Revenues 422,993
OPERATING EXPENSES
Water Purchases 330,659
Operating Supplies 21,220
Salaries 81,145
Payroll Taxes 6,569
Insurance and Bonds 12,085
Professional Fees 3,300
Maintenance 4,742
Vehicle Expense 13,808
Office 5,540
Postage 3,372
Licenses, Fees and Memberships 1,014
Telephone 1,953
Utilities 5,565
Miscellaneous 1,980
Total Operating Expenses 492,952
Revenue Over (Under) Expenses From Operations (69,959)

OTHER REVENUE AND EXPENSES

Interest Income 1,122

| Gain on Sale of Investment 12,362
| Interest Expense (3,460)
Depreciation (30,568)
Receipts Over (Under) Expenses (90,503)

NET ASSETS - BEGINNING OF PERIOD 872,485

NET ASSETS - END OF PERIOD $ 781,982

See Notes to Financial Statements 4




RURAL WATER DISTRICT NO. 5
PITTSBURG COUNTY, OKLAHOMA
COMBINED STATEMENT OF CASH FLOWS
For the Year Ended September 30, 2011

Cash Flows from Operating Activities:

Cash Received from Water Revenue $ 407,614
Benefit Units 5,525
Other Income 14,798
Payment to Suppliers (402,414)
Payment for Personal Services (81,145)
Net Cash Provided by Operating Activities (55,622)

Cash Flows from Capital and Related Activities:

Repayment of Loans (9,393)

Purchase of Assets (49,369) |

Interest expense (3,460) |
Net Cash Flows from Capital and Related Activities (62,222)

Cash Flows from Investing Activities:

Proceeds from sale of investments 255,773

Receipt of Interest Income 1,122

Net Cash Flows from Investing Activities 256,895

Net Increase (Decrease) in Cash 139,051
Cash - Beginning of Year 313,613
Cash - End of Year $ 452,664

Reconciliation of Operating Income to Net Cash
Provided (Used) by Operating Activities:

Operating Income (Loss) $  (90,503)
Adjustments to Reconcile Operating Income (Loss) to
Net Cash Frovided (Used) by Operating Activities:

Depreciation 30,568
Increase (Decrease) in current portion of LT Debt 365
Increase (Decrease) in Accoounts Payable and Accruals 8,991
Increase (Decrease) in Accounts Receivable (5,043)
Net Cash Provided by Operating Activities $  (55,622)

See Notes to Financial Statements 5




RURAL WATER DISTRICT NO. 5
PITTSBURG COUNTY, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(A) Organization & Reporting Entity

The District was organized under Title 82, Oklahoma Statues Annotated, Section 1301 - 1322 for
the purpose of providing and maintaining a water distribution system within Pittsburg County,
Oklahoma for the members of the District. It is not a component unit as defined by Governmental
Accounting Standards Board Statement Number 14.

(B) Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of accounting
following generally accepted accounting principles. Using this method, revenues are recognized
when earned rather than when received, and expenses are recorded when incurred, rather than
paid.

Inventory on hand is immaterial and therefore is not recorded in assets.

The straight-line method of depreciation is used in computing annual depreciation on plant and
equipment.

(C) Cash and Cash Equivalents
For purposes of these financial statements, the District considers cash and cash  equivalents to
be currency on hand and demand deposits with banks. There were no non-monetary transactions.

(D) Income Tax Status
The District is conducting its affairs as a non-profit organization and has made no provisions for
federal income tax.

(E) Enterprise Fund
The Enterprise Fund is used to account for the operations of the District that are financed and

operated in a manner similar to private business enterprises where the intent is that costs of
providing goods and services be recovered in whole or part through user fees or charges.

(F) Compensated Absences
The District has no retirement or deferred compensation plan; there are no post-employment
benefits provided.




RURAL WATER DISTRICT NO. 5
PITTSBURG COUNTY, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

NOTE 2 - LONG TERM DEBT

Pittsburg County Rural Water District No. 5 has loan balances of $13,687 and $66,862 payable to
Rural Development with interest rates of 4.125% and 5.00%. Estimated principal maturities are as

follow:
Year Ending Principal
September 30 Maturities
2012 $9,108
2013 9,575
2014 10,779
2015 10,616
Thereafter 23.119
TOTAL $63,196
NOTE 3 - PROPERTY AND EQUIPMENT

As of September 30, 2011 property and equipment consisted of the following:

Balance Balance

9/30/2010 Additions Retirements 9/30/2011 Depreciation
Water System S 719,124 S 46,936 S (3,421) S 762,639 S 19,116
Meters
Installed 38,240 38,240 870
Office
Equipment 2,783 2,783
Equipment 115,724 5,854 121,578 10,582

Total S 875,871 S 52,790 $ (3,421) S 925,240 S 30,568




E.R. Dick Shanahan certified public accountant

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIALSTATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

December 11, 2015

Honorable Board of Directors
Pittsburg County Rural Water District No. 5
McAlester, Oklahoma

We have audited the accompanying financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the Pittsburg County Rural
Water District No. 5 (District), as of and for the year ended September 30, 2011, which collectively
comprise the District’s basic financial statements and have issued our report thereon dated December 11,
2015.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over financial reporting
as a basis for designing our audit procedures for the purpose of expressing our opinion on the basic financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
District’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis.
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Pittsburg County Rural Water District No. 5
December 11, 2015

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

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

%M

E.R. Dick Shanahan
Certified Public Accountant




RURAL WATER DISTRICT NO. 5
PITTSBURG COUNTY, OKLAHOMA
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Our discussion and analysis of Rural Water District No. 5's financial performance provides an
overview of the financial activities for the fiscal year ended September 30, 2011. Please read it in
conjunction with the District's financial statements.

FINANCIAL HIGHLIGHTS

* The total assets decreased by $90,604 as a result of this year's operations.

The District's return on total ending assets was -9.34%.

Total cost or the District's activities was $484,145 compared to $350,060 in the prior year.
The District added net fixed assets of $49,369 during the current year.

The District's equity decreased by $81,495.
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USING THE ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and
the Statement of Revenues and Expenses and Changes in Net Assets provide information about
the District's financial position.

One of the most important questions asked about the District's finances is "Is the District as a
whole, better off or worse off as a result of this year's activities?" The financial statements report
information about the assets and liabilities using the accrual basis of accounting, which is similar
to the accounting used by most private-sector companies. Accrual of the current year's revenue
and expenses are taken into account regardless of when cash is received or paid.

These financial statements report the District's assets and changes in them. You can think of the
District's Equity as the difference between assets the members own, and liabilities, what the
members owe, as one way to measure the District's financial health, or financial position. Over
time, increases or decreases in the District's equity are one indicator of whether its financial
health is improving or deteriorating. You will need to consider other nonfinancial factors such as
the condition of the District's capital assets to access the overall health of the District.

The District's equity changed from a year ago, decreasing from $892,738 to $811,423.
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FINANCIAL RATIOS

"Working Capital" is the amount by which current assets exceed current liabilities. The Current
Ratio, which compares current assets to the current liabilities, is an indicator of the ability to pay
current obligations.

Current Year Prior Year
Working Capital $ 483,441 $ 592,561
Current Ratio 58.68 69.38

"Liabilities to Equity" indicates the extent of borrowing.
Current Year Prior Year
Liabilities to Equity 7.76% 8.10%

"Return on assets from operations" illustrates to what extent there is sufficient funds to replace
assets in the future.

Current Year Prior Year
Return on Assets -9.34% 0.31%
CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of the year the District had $925,240 invested in capital assets. This amount is a net
increase of $49,369 over last year.

Debt

At year-end, the District had $63,197 in notes outstanding versus $72,305 last year; a decrease
of 12.6%.
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CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

The financial report is designed to provide our members, customers and creditors with a general
overview of the District's finances and to show the District's accountability for the money it
receives. If you have questions about this report or need additional financial information, contact
the District Manager.
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