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| 'NDEPENENTAUDITORSREPORT kB

l{"“rTo the Board of Trustees T N R
~ Garfield County | Industrlal Authonty T
:Enld Oklahoma A j ' :

’5~We have audrted the accompanylng statements of net assets of Garf[eld County Industnal Authonty, a component‘

: ;‘“,f,umt of Garfield County, Oklahoma, as of June 30, '2012-and 2011: and the related statements of revenues, expenses - .
~rand changes in net assets and cash flows for the 'years'then: ended. These financial statements are the responsibility . . -

o ,oplnlons

- of Garfield County lndustrlal Authorltys trustees Our respon3|b|I|ty is: to express an: oplnlon on these fmancral
”‘-fstatements based on our audlts e S . : :

We conducted our aud|ts in accordance wrth audltlng standards generally accepted in the Unlted States of Amerlca N i

--and .the standards appllcable to financial - audits . contamed in~ Government: Aud/tmg Standards issued by the -

o tv : 'Comptroller General of the United States of Amerrca Those standards require that we plan and perform the auditsto .

~ ‘obtain reasonable -assurance about whether: the financial statements ‘are free of material misstatement.' An audit .
' "g;lncludes examlnlng, on atest basns ‘evidence supporting the amounts ‘and drsclosures in the ﬂnancral statements. An .

B L ﬁaudlt also |ncludes assessing the accountlng principles used and S|gn|f|cant estimates made by management as well e

as: evaluatrng the, overaII flnancral statement presentatlon We belleve our. audrts provrde a reasonable basus for our

v

. Management has omltted Managements Drscussron and Analysrs (MD&A) that accountlng pnncnples generallyf: "

= ‘.accepted in the United States of Amerlca require to be presented to’ supplement the' basic financial statements. Such "

: . missing information, although not a part of the.basic financial statements, is required by the Governmental Accountmg- :

"_Standards Board ‘who consrders it to- be-an essential_part of financial’ reporting for placrng the basic financial - 3

_;]statements in~an’ appropnate operatlonal -economic, .or. hrstoncal context Our oplnrons on. the basrc fmancral'»
'j;statements are not affected bythrs mlssmg mformatron iy i : : : ~

: In-our oplnlon the ﬂnanmal statements referred to above present falrly, in aIl materlal respects the fmanc:al posmon of_ o

| Garfield County. Industrlal Authorlty, a component unit of Garheld County, Oklahoma as of June 30, 2012 and 2011,

" and the results ‘of |ts operatlons and cash flows for the years then ended |n conformlty wuth accounttng pnncrples”‘[ i o
A i:,:generally accepted in the Unlted States of Amenca h ‘. L ;

ln accordance Wlth Government Audrt/ng Standards we have also |ssued our report dated October 9 2012 on our :
" consideration of Garfield County Industrial Authorltys internal .control over fmancral reporting and ‘on our tests of its

- compllance with - certain provrsmns of laws, regulatlons contracts and grant agreements and other: matters “The

s ".'g.purpose of that report is- to describe the scope of our testlng of mternal control over financial- reportlng and. compllance i
D -and the results of that testlng and- not to provrde an “opinion on ‘the internal control- over financial reportlng or on -
C complrance That report is.an mtegral part of an-audit performed in accordance Wlth Government Aud/tlng Standardsc

. and should be consrdered |n assessmg the results of our audlts

| SAUNDERS & ASSOCIATES, PLLC .
, 'Certlfled Publlc Accountants

: October9 2012
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GARFIELD COUNTY INDUSTRIAL AUTHORITY
(A Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma
STATEMENT OF NET ASSETS

June 30, 2012 and 2011

2012 2011

ASSETS

Cash and Cash Equivalents $ 63,570 $ 10,834

Investments 94,133 124,180

Accounts Receivable 0 29,375

Accrued Interest Receivable 12,045 12,709

Notes Receivable 47,000,000 47,000,000

Property Held for Resale 255,744 255,744
TOTAL ASSETS $ 47,425,492 $ 47,432,842
LIABILITIES AND NET ASSETS
Liabilities:

Accounts Payable $ 0% 250

Accrued Interest Payable 12,045 12,709

Revenue Bonds Payable 47,000,000 47,000,000

Total Liabilities 47,012,045 47,012,959

Net Assets 413,447 419,883
TOTAL LIABILITIES AND NET ASSETS $ 47,425,492 $ 47,432,842

* The accompanying notes are an integral part of the financial statements.
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GARFIELD COUNTY INDUSTRIAL AUTHORITY
(A Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma

_ For the Years Ended June 30, 2012 and 2011

OPERATING REVENUES
Interest From Bonds
Administrative Fees
Rental Income

Total Operating Revenues

OPERATING EXPENSES
Interest Expense - Revenue Bonds
General and Administrative
Economic Development

Total Operating Expenses
Operating Income (Loss)

NON-OPERATING REVENUES (EXPENSES)
Investment Income
Realized Gain (Loss) on Investments
Unrealized Gain (Loss) on Investments

Total Non-Operating Revenue (Expenses)
Change in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

* The accompanying notes are an integral part of the financial statements.
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

2012 2011
$ 141,400 $ 191,158
29,375 29,375
3,200 6,400
173,975 226,933
141,400 191,158
9,005 8,266
30,000 30,000
180,405 229,424
(6,430) (2,491)
1,767 2,234
712 3,343
(2,485) 11,529
(6) 17,106
(6,436) 14,615
419,883 405,268
$ 413447 $ 419,883




GARFIELD COUNTY INDUSTRIAL AUTHORITY
(A Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma
STATEMENT OF CASH FLOWS

For the Years Ended June 30, 2012 and 2011

2012 2011
Cash Flows From Operating Activities
Cash From Customers $ 61,950 $ 6,400
Cash Paid to Suppliers (9,255) (8,016)
Cash Paid to Enid Regional Development Authority (30,000) (30,000)
Investment Income 1,767 2,234
Net Cash Provided (Used) by Operating Activities 24,462 (29,382)
Cash Flows From Capital and Related Financing Activities
Interest Paid on Bonds (142,064) (196,589)
Net Cash Provided (Used) by Capital and Related Activities (142,064) (196,589)
Cash Flows From Investing Activities
Purchase of Investments (1,726) (4,438)
Proceeds From the Sale of Investments 30,000 32,223
Interest Received on Bonds 142,064 196,589
Net Cash Provided (Used) by Investing Activities 170,338 224,374
Change in Cash 52,736 (1,597)
Cash at Beginning of Year 10,834 12,431
CASH AT END OF YEAR $ 63,570 $ 10,834
Reconciliation of Net Income (Loss) to Net Cash Provided (Used)
by Operating Activities:
Net Increase (Decrease) $ (6,436) $ 14,615
Adjustments to Reconcile Net increase (Decrease) to Net Cash
Provided (Used) by Operating Activities:
Increase in Accounts Receivable 29,375 (29,375)
Increase in Accounts Payable (250) 250
Realized (Gain)/Loss on Sale of Investments (712) (3,343)
Unrealized (Gain)/Loss on Investments 2,485 (11,529)
Net Cash Provided (Used) by Operating Activities $ 24,462 $ (29,382)

* The accompanying notes are an integral part of the financial statements.
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GARFIELD COUNTY INDUSTRIAL AUTHORITY
(a Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma
NOTES TO FINANCIAL STATEMENTS

For the Years Ended June 30, 2012 and 2011

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization — The Garfield County Industrial Authority (the Authority), a component unit of Garfield County,
Oklahoma was created as a public trust under applicable Oklahoma statutes on April 29, 1969, with Garfield
County, Oklahoma named as the beneficiary thereof.

The Authority provides capital financing to industrial concerns located in and around the county of Garfield,
Oklahoma for the purpose of purchasing or constructing facilities.

Capital for these activities is obtained through the issuance of bonds and by arranging additional financing
through third party creditors. Bonds issued, and other capital raised, are collateralized by the assets
acquired or constructed with the proceeds of such issues.

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 the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Fund Accounting — In order to insure observance of restrictions placed on the use of resources available to
the Authority, the accounts of the Authority are maintained in accordance with the principles of fund
accounting. The assets, liabilities, fund equity, revenues and expenses of the Authority are accounted for in
two self-balancing funds which are combined for financial reporting purposes as follows:

Operating Fund includes unrestricted resources available for the support of the Authority’s operations.
Bond and Debt Service Fund accumulates funds for the retirement of debt owed by the Authority.

Basis of Accounting — The Authority consists of proprietary type (enterprise) funds and uses the accrual
basis of accounting. Revenues are recognized when earned and expenses are recognized when the related
liability is incurred.

Property Held for Resale — Property held for resale is stated at the lower of cost or estimated net receivable
value. The Authority purchased land to resale to prospective businesses in an effort to stimulate and
enhance the economic growth and development of the County of Garfield, Oklahoma.

Investments — Investments are carried at fair value. Investment income, gains and losses are reflected in the
statement of revenues, expenses and changes in net assets.

The Authority includes investment income, realized gains and losses and unrealized gains and losses in
non-operating income and expenses




GARFIELD COUNTY INDUSTRIAL AUTHORITY
(a Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma
NOTES TO FINANCIAL STATEMENTS

For the Years Ended June 30, 2012 and 2011

NOTE 2: CASH AND CASH EQUIVALENTS

The Authority considers all liquid investments with original maturities of three months or less to be cash
equivalents. At June 30, 2012 and 2011, all of the Authority’s deposits, which had a bank and carrying value
of $63,570 and $10,834 respectively, were held in the trust department at a local bank. These deposits were
in the form of money market funds.

NOTE 3: INVESTMENTS

The Authority’s investment policy permits investment of funds in the following investments and investment
conduits upon approval of two-thirds (2/3) of the Board of Trustees:

1. U. S. Treasury Obligations

2. Equities listed on the NYSE, AMEX, and NASDAQ

3. Mutual Funds rated 3 stars and above by Morningstar Rating Service and reviewed annually
4. Money Managers meeting certain specified qualification standards set by the Authority

The Authority’'s Budget/Investment Committee or Advisor are not currently authorized to purchase individual
stocks outside a Mutual Fund or Money Manager.

Custodial Credit Risk — Custodial credit risk for investments is the risk that, in the event of failure of the
counterparty, the Authority will not be able to recover the value of the investment or collateral securities that
are in the possession of an outside party. The Authority manages custodial risk by only investing funds with
well known, reputable financial institutions and limiting investments in any single financial institution to
amounts which are covered by FDIC insurance, where applicable.

Interest Rate Risk — The Authority manages its exposure to declines in fair value by diversifying its

investments to include a variety of debt and equity securities which are managed by an experienced
financial manager.

Concentrations — It is the Authority’s policy to maintain a diversified portfolio to minimize the risk of loss
resulting from over concentration of assets in a specific maturity.

At June 30, the Authority had the following investments:

2012 2011
Mutuat Funds $ 56,111 $ 75,488
Bond Funds 38,022 48,692
Total $.94,133 $.124.180




GARFIELD COUNTY INDUSTRIAL AUTHORITY
(a Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma
NOTES TO FINANCIAL STATEMENTS

For the Years Ended June 30, 2012 and 2011

NOTE 3: INVESTMENTS, CONTINUED

Realized Gains and Losses — During 2012 and 2011, the Authority realized a net gain of $712 and $3,343
respectively, from the sale of investments. The calculation of realized gains is independent of the calculation
of the net increase in the fair value of investments. Realized gains and losses on investments that had been
held in more than one fiscal year and sold in the current year may have been recognized as an increase or
decrease in the fair value of investments reported in the prior year. The net increase in the fair value of
investments during 2012 was $6,267, and equaled $9,730 in 2011. This amount takes into account all
changes in fair value (including purchases and sales) that occurred since acquisition of the investments. The
unrealized loss on investments for the year 2012 was $(2,485) while the Authority reported an unrealized
gain of $11,529 in 2011.

NOTE 4: NOTES RECEIVABLE

Notes in the amount of $47,000,000 are receivable from OG&E in consideration of the lease agreement
between the Authority and OG&E, dated January 15, 1995. See Note 6.

NOTE 5: FAIR VALUE MEASUREMENTS

Effective January 1, 2008, the Authority adopted provisions of FASB ASC 820-10 (formerly Statement of
Financial Accounting Standards No. 157, Fair Value Measurements), which provides a framework for
measuring fair value under GAAP. FASB ASC 820-10 defines fair value as the exchange price that would be
received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous
market for the asset or liability in an orderly transaction between market participants on the measurement
date. FASB ASC 820-10 requires that valuation techniques maximize the use of observable inputs and
minimize the use of unobservable inputs. FASB ASC 820-10 also establishes a fair value hierarchy, which
prioritizes the valuation inputs into three broad levels.

This hierarchy consists of three broad levels: Level 1 inputs consist of unadjusted quoted prices in active
markets for identical assets and have the highest priority, Level 2 inputs consist of observable inputs other
than quoted prices for identical assets, and Level 3 inputs are unobservable inputs and have the lowest
priority. The Authority uses appropriate valuation techniques based on the available inputs to measure the
fair value of its investments. When available, the Authority measures fair value using Level 1 inputs because
they generally provide the most reliable evidence of fair value. Level 3 inputs are used only when Level 1
and Level 2 inputs were not available.

Assets itemized below were measured at fair value during the years ended June 30, 2012 and 2011 using
the market approach. The market approach was used for Level 1 assets. No Level 2 or Level 3 assets were
used by the Authority.




GARFIELD COUNTY INDUSTRIAL AUTHORITY
(a Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma
NOTES TO FINANCIAL STATEMENTS

For the Years Ended June 30, 2012 and 2011

NOTE 5: FAIR VALUE MEASUREMENTS, CONTINUED

Fair value measurements at reporting date using:

Quioted Prices in Active
Markets for Identical

Fair Value Assets (Level 1)
June 30, 2012
Mutual Funds $ 56,111 $ 56,111
Bond Funds 38,022 38,022
Total $_ 94133 $_ 94133

Quoted Prices in Active
Markets for Identical

Fair Value Assets (Level 1)
June 30, 2011
Mutual Funds $ 75,488 $ 75488
Bond Funds 48,692 48,692
Total $_124.180 $_124.180

Level 1 Fair Value Measurements — The fair values of mutual funds and bond funds are available based on
quoted market prices, when available.

Gains and losses (realized and unrealized) included in net income for the year ended June 30, 2012 and
"~ 2011 are reported in the fair value of investments.

NOTE 6: REVENUE REFUNDING BONDS

On December 6, 1977, the Authority issued and sold the 1977 Series A Pollution Control Revenue Bonds for
$47,000,000 for the purpose of paying the cost of constructing, acquiring and installing certain pollution
control facilities for use by OG&E in connection with the Sooner Generating Station. The 1995 Series A
Revenue Refunding bonds were issued to provide a means of refinancing the prior bonds.




GARFIELD COUNTY INDUSTRIAL AUTHORITY
(a Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma
NOTES TO FINANCIAL STATEMENTS

For the Years Ended June 30, 2012 and 2011

NOTE 6: REVENUE REFUNDING BONDS, CONTINUED

On January 15, 1995, the Authority and OG&E entered into a Leasehold Purchase Contract where the
Authority purchased a leasehold interest in the facility. The purchase price being the proceeds and earnings
on the outstanding bonds. The Authority and OG&E then entered into a capital lease contract where OG&E
leased the facility from the Authority for rental payments sufficient to pay the principal and interest on the
outstanding bonds. OG&E also guaranteed the payoff of the outstanding bonds at maturity. The 1995 OG&E
revenue refunding bonds are at a variable rate with interest due monthly and remaining interest and principal

due at January 1, 2025. Details of the bonds are as follows:

Bonds Payable

Beginning Bonds Bonds

Year Ended: Balance Issued Paid
2012 $.47.000.000 $ 0 $ 0
2011 $.47.000,000 $ 0 $ 0

Aggregate annual maturities of long-term debt at June 30, 2012 are as follows:

Maturity Amount
2012 $ 0
2013 0
2014 0
2015 0
2016 0
Thereafter 47,000,000

Total $.47.000,000

NOTE 7: SUBSEQUENT EVENTS

Ending
Balance

$.47.000.000

$.47.000,000

Management of the Authority has evaluated subsequent events through October 9, 2012, which is the date

the financial statements were available to be issued.
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INDEPENDENT AUDITOR’S REPORT ON lNTERNAL CONTROL OVER FINANCIAL REPORTING.
~ AND ON COMPLIANCE AND OTHER MATTERS BASED. ON'AN AUDITOF FINANCIAL ~~ =
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENTAUD/TING STANDARDS.‘ s

'Board ofTrustees ; TS S y e
" Garfield. County Industnal Authorlty R

ij"‘_‘_:We have audlted the fi nanC|al statements of Gart" eld County lndustrlal Authonty a component unlt of Garf eId,"i' ',
: ‘-County Oklahoma as.of and for the years ended June 30, 2012 and 2011, and have. issued our report thereon”

;dated October 9, 2012 ‘We: conducted our audlts in accordance with auditing- standards generally accepted in

' - the United States of America and the standards- appllcable to financial audits- contalned |n GovernmentAud/t/ng‘_ 3
Standards |ssued by the Comptroller General of the Unlted States of Amerrca U R ’

“"lnterna! Control Over Flnancral Reportlnq : PR AR ‘
~In_planning‘and- performlng our audit; we conS|dered Garf eld County Industrlal Authontys mternal control overf

«fi nanC|al reportrng as a basis for desngnlng our: audltlng procedures for the purpose of expressing our opinion on’

the financial statements, but not-for the- purpose of expressing. an opinion-on ‘the: effectlveness of Garfield

' : :“.County Industrlal Authority’s: internal control over: financial: reportlng ‘Accordingly, we do not express an- op|n|on s
- on the effectlveness of Gart" eId County lndustnal Authonty s mternal control over fi nancral reportlng 7

/ ) 'rA deﬂc:ency m lnternal control eX|sts when the desrgn or, operatlon of a control does not allow management or“

“~ “employees; in- the normal course of performlng their aSS|gned functions, to prevent or-detect and: correct

B : ‘mlsstatements on a timely ba31s A material weakness is a def iciency- or a “combination of deﬁcrencres in
o »v‘.:-lnternal control such that there is a reasonable pOSS|b|I|ty that a materlal mlsstatement of the entltys fi nanC|aI

statements W|II not be prevented or detected and corrected on a tlmely baS|s

L Our conS|derat|on of mternal control over flnancral reportmg was for the Ilmlted purpose descrlbed in the f|rst’__‘

3 _paragraph of this' section and was :not desrgned to’ identify all. deficiencies in internal control over fi nancralu’”

e reportlng that might. be- deflcren0|es srgmf‘ cant def|C|enC|es or material weaknesses. . We did not ldentlfy any

*._deficiencies in mternal control over flnan0|al reportlng that we. consrder to be materral weaknesses as defi ned o

= above

e };.,Compllance and Other Matters o

2 “As part of. obtalnlng reasonable’ assurance about whether GarFeId County lndustrlal Authontys t" nancnal

: statements are free of material‘ rmsstatement ‘we performed tests of its compliance ‘with certain’ provrslons of ©

laws; regulatlons ‘contracts, and grant agreements noncompllance with which could have a direct-and material - -

o - effect on’ the determlnatlon of financial statement amounts.: However, providing an oprnlon on compllance with

B those prowsrons was:not an objectlve of our. audit, and. accordlngly, we: do not’ express such an opinion. - The o
R '_’jresults of our tests disclosed no lnstances of noncompllance or other matters that are requrred to be reported R
__-v'i,under GovemmentAud/tlng Standards S BT SRR S
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ThIS report is- mtended solely for the lnformatlon and use of management the board of trustees and others
.-f-”-,‘W|th1n the organlzatron and Is not lntended to be and should not be used by anyone other than these speC|t" ed

S T',}ffSAUNDERs & ASSOCIATES, PLLC
. .:Certlf' ed Publlc Accountants

: A'/'I'_‘Octoberg 2012 ‘ S




GARFIELD COUNTY INDUSTRIAL AUTHORITY
(a Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma
STATUS OF PRIOR AUDIT FINDINGS

June 30, 2012

AUDITOR INVOLVEMENT WITH FINANCIAL STATEMENTS

Condition: A system of internal control over financial reporting does not stop with relying on the internal
controls of the trust department of the trustee bank. It includes controls over financial statement preparation,
including footnote disclosures. A lack of competencies to prepare disclosures is considered to be a
weakness in controls over financial reporting. Although as your external auditor, we assist you in the
preparation of financial statements and the disclosures; it does not eliminate the control deficiency. As
external auditors, we cannot be considered a part of the Authority’s system of internal contro}

Current Status: The Authority has now engaged the services of a Certified Public Accountant to assist with
their financial reporting. This finding can be cleared.

* The accompanying notes are an integral part of the financial statements.
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GARFIELD COUNTY INDUSTRIAL AUTHORITY
(a Component Unit of Garfield County, Oklahoma)
Enid, Oklahoma
SCHEDULE OF FINDINGS AND RESPONSES

For the Year Ended June 30, 2012

None reported.

* The accompanying notes are an integral part of the financial statements.
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