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Arledge
& Associates, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Members of the
Oklahoma Water Resources Board

Report on the Financial Statements

We have audited the accompanying financial statements of the Oklahoma Water Resources Board State
Loan Program Revenue Bonds Program (the "Program") as of and for the years ended June 30, 2013
and 2012, and the related notes to the financial statements, as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

309 N. Bryant Ave.. Edmond, OK 73034 . 405.348.0615 . Fax 405.348.0931 . www.jmacpas.com
Member of AICPA and OSCPA



Opinion

In our opinion, the fmandal statements referred to above present fairly, in all material respects, the
financial position of the Program as of June 30, 2013 and 2012, and the changes in financial position
and cash flows thereof for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other MaJters

Required Supplementary InjorTlUltion

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis as listed in the table of contents 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 fmancial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information 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 infonnation 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 the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other InfomUltion

Our audit was conducted for the purpose of forming an opmlon on the financial statements that
comprise the Program's basic financial statements. The combining financial statements, as listed in the
table of contents, are presented for purposes of additional analysis and are not a required part of the
basic financial statements.

The combining financial statements are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures .applied in the audit of the
basic financial statements and certain additional procedures. including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic fmancial statements themselves, and other additional procedures in
accordance with aUditing standards generally accepted in the United States of America. In our opinion,
the combining financial statements are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing StmuJards, we have also issued our report dated October 17,
2013, on our consideration of the Program's internal control over financial reporting and on 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
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Program's internal
control over financial reporting and compliance.

Edmond, Oklahoma
October 17, 2013
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MANAGEMENT'S DISCUSSION AND ANALYSIS
Our discussion and analysis of the Oklahoma Water Resources Board State Loan Program. Revenue
Bonds (the "Program") financial perfonnance provides an overview of the fmancial activities for the
fiscal years ended June 30,2013 and June 30, 2012. Please read it in conjunction with the financial
statements, which begin on page 12. This report covers the Bond Programs administered by the
Oklahoma Water Resources Board (the "Board") for the Series 1989, 1994A, 1995, 1997, 1999, 2001,
2003A, 2003B, 2004A, 2006B, 2007, 2009, 201OA, 2010B, 2011, 2012, 2012A, 2012B, 2012C, and
2013A Bond Programs.

Financial ffighlights

• Total Assets increased 8.22% from $302,132,980 to $326,960,560 between FY 2012 and FY 2013.
Total Assets increased 15.7% from $261,182,442 to $302,132,980 between FY 2011 and FY 2012.

• Total Net Position increased 1.75% from $20,969,108 to $21,335,325 between FY 2012 and FY
2013. Total Net Position increased .57% from $20,851,709 to $20,969,108 betweenFY 2011 and FY
2012.

• Total Liabilities increased 8.70% from $281,163,872 to $305,625,235 between FY 2012 and FY
2013. Issuance of the 2012B, 2012C and 2013A series totaling $61,665,000 were major factors in
the increase. Total Liabilities increased 17% from $240,330,734 to $281,163,872 between FY 2011
and FY 2012. Issuance of the 2012 and 2012A bonds of $30,595,000 and $33,445,000, respectively,
were major factors in the increase.

• During fiscal year 2012-2013 the program issued the Series 2012B, 20l2C, and 2013A bonds
totaling $8,750,000, $9,625,000 and $43,290,000.

• The Program implemented GASB Statement No. 61, The Financial Reporting Entity: Omnibus - An
Amendment ofGASB Statements No. 14 and No. 34. GASB No. 61 modifies certain requirements for
inclusion of component units in the financial reporting entity and also amends the criteria for
reporting component units as if they were part of the primary government (that is, blending) in
certain circumstances. The Statement is effective for periods beginning after June 15,2012.

• The Program implemented Statement No. 62, Codification ofAccounting and Financial Reporting
Guidance Contained in Pre-November 30,1989 FASB and AICPA Pronouncements. GASB No. 62
is intended to enhance the usefulness of its Codification by incorporating guidance that previously
could only be found in certain FASB and AICPA pronouncements.

• The Program implemented Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position. GASB No. 63 provides financial
reporting guidance for deferred outflows of resources and deferred inflows of resources. Previous
financial reporting standards do not include guidance for reporting those financial statement
elements, which are distinct from assets and liabilities.

• The Program implemented Statement No. 65, Items Previously Reported as Assets and Liabilities.
GASB No. 65 establishes accounting and financial reporting standards that reclassify, as deferred
outflows of resources or deferred inflows of resources, certain items that were previously reported as
assets and liabilities and recognizes, as outflows of resources (expenses) or inflows of resources
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(revenues), certain items that were previously recognized as assets and liabilities. The Statement is
effective for fiscal years ended June 30, 2014, however, the Program has chosen to early implement
Statement No. 65. This early implementation resulted in a prior period restatement for the removal
ofbond issuance costs from the Statement ofNet Position totaling $701,238.

Using This Annual Report

This annual report is presented in a tormat that substantially meets the presentation requirements of the
Governmental Accounting Standards Board (GASB) in accordance with generally accepted accounting
principles. The Program is accounted for and presented similar to a special-purpose government engaged
solely in business-type activities.

The financial statements for the Program are presented after the Management's Discussion and Analysis
in this annual report and then followed by the footnotes in this order:

• Management's Discussion and Analysis - that provides useful analysis that facilitates a better
understanding of the Program's financial condition and changes therein.

Basic Financial Statements
o Statements ofNet Position
o Statements ofRevenues, Expenses and Changes in Net Position
o Statements of Cash Flows

• Footnotes - that elaborate on the accounting principles used in the preparation of the financial
statements and further explain financial statement elements.

• Supplemental Information - Combining Financial Statements ofall Program Bond Issues for the
year ended June 30, 2013

o Statements ofNet Position
o Statements ofRevenues, Expenses and Changes in Net Position
o Statements of Cash Flows

(Unaudited. See accompanying auditor's report.)
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A Financial Analysis of the Program

One of the most frequently asked questions about the Program's finances is, "Has the overall financial
condition improved, declined or remained steady over the past year?" The Statement ofNet Position and
the Statement of Revenues, Expenses, and Changes in Net Position report infonnation about the Program
as a whole and about its activities in a way that helps answer this question. The following tables present
a condensed comparative presentation ofnet position and changes therein.

Oklahoma Water Resources Board
Revenue Bonds Program

Net Position

Business-Type
Adivities
June 30,
Restated, Restated,

2013 2012 2011

Current assets $ 41,992,725 $ 44,161,213 $ 20,217,028

Non-current assets 284.967.835 257,971.767 240.965,414
Total assets 326,960,560 302,132,980 261,182,442

Cmrent liabilities 33,017,432 37,461,831 19,428,923
Non-current liabilities 272,607,803 243.702,041 220,901.810

Total liabilities 305,625.235 281,163.872 240.330,733
Net position

Restricted for debt service 17,766,508 17,766,508 17,766,508

Umestricted 3,568,817 3,202,600 3,085,201
Total net position $ 21.335,325 $ 20,969,108 $ 20,851,709

The increase in total assets and total liabilities in both years is due to the issuance of $61.665.000 in
notes receivable in FY 2013 and $64,040,000 in FY 2012 and the related debt to fund the notes.

(Unaudited. See accompanying auditor's report.)
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Oklahoma Water Resources Board

Revenue Bonds Program
Statement of Revenues, Expenses, and Changes in Net Position

Business-Type
Activities

Years Ended June 30,
Restated, Restated,

2013 2012 2011
Revenues
Loan program income $ 10,867,374 $ 9,589,949 $ 8,533,768
crross production tax 900,000
Investment interest income 143,602 172,534 251,910

Total revenues 11,010,976 9,762,483 9,685,678

Expenses
Trustee fees 42,544 35,545 30,520
Administration expenses 567,292 470,292 401,778
Interest expense 9,729,344 8,872,292 7,840,295
Standby bond purchase agreement fees 112,044 71,517 114,569
Remarketing fees 16,645 21,777 29,861
Provision (credit) for arbitrage rebate (3,529) (7,963)

Other fees 11,263
Total expenses 10,479,132 9,467,894 8,409,060

Net Income before transfers 531,844 294,589 1,276,618

Transfers to other programs (165,627) (177,190) (225,215)
Increase in net position 366,217 117,399 1,051,403

Total net position- beginning, restated 20,969,108 20,851,709 19,800,306

Total net position - ending S 21,335,325 $ 20,969,108 S 20,851,709

(Unaudited. See accompanying auditor's report.)
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Long-Term Debt

At year-end, the Program had $300,880,000 in long-term debt outstanding which represents a
$24,270,000 or 8.78% increase from the prior year. At June 30, 2012, the long-term debt outstanding had
increased by $40,129,760 or 17%. The Program's long-term debt by bond issues are as follows:

Series: 2013 2012
1989 $ 155,000 $ 185,000

1994A 3,810,000 4,515,000
1995 3,570,000 4,040,000
1997 415,000 4,495,000
1999 6,745,000 9,675,000
2001 22,250,000 35,085,000

2003A 12,115,000 19,570,000
2003B 3,680,000 5,095,000
2004A 4,630,000 5,690,000
2006B 40,230,000 42,495,000
2007 8,270,000 8,655,000
2009 2,515,000 2,625,000

2010A 27,790,000 28,915,000
2010B 26,485,000 27,255,000
2011 13,775,000 14,275,000
2012 30,550,000 30,595,000

2012A 32,310,000 33,445,000
2012B 8,670,000
2012C 9,625,000
2013A 43,290,000

Total Bonds $ 300,880,000 $ 276,610,000

See Note 7 to the financial statements for more detailed infonnation on the Program's long-term debt and
changes therein.

Economic Factors and Next Year's Outlook

Due to the nature of the Bond Program, the Board expects a decrease in net position and liabilities as the
loans continue to make principal repayments and bonds are redeemed. As the net position and liabilities
decrease, so will the revenues and operating expenses. However, the Board expects to have sufficient
income to sustain the Bond Program throughout the life of the bonds.

Contacting the Program's Financial Management

This financial report is designed to provide the Board's accountability of the Program. If you have
questions about this report or need additional financial information, contact the Financial Assistance
Division.ofthe Oklahoma Water Resources Board at 3800 N. Classen Blvd, Oklahoma City, OK 73118.

(Unaudited. See accompanying auditor's report.)
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Statements ofNet Position - June 30, 2013 and 2012

ASS:ETS:
Current Assets:

Cash and cash equivalents
Restricted Investment
Current portion ofnotes receivable
Interest receivable:
Notes receivable
Other

Due from other funds
Total current assets

Noncurrent Assets:
Restricted Cash and cash equivalents
Restricted Investment
Notes receivable net ofcurrent portion

Total noncurrent assets

Total assets

Restated,
2013 2012

52,992,456 $5,823,728
15,551,484 5,941,000
20,795,243 29,513,155

2,636,585 2,845,218
11,782 38,112
5,175

41,992,725 44,161,213

8,740,804 2,384,000
4,593,723 9,441,508

271,633,308 246,146,259

284,967,835 257,971,767

326,960,560 302,132,980

UABILITIES:
Current Liabilities:

Accrued interest payable
Current matmities of long-tenD. debt
Other accroed liabilities

Total current liabilities

Noncurrent liabilities:
Long-tenn debt, less current maturities and net unamortized
discount of 5317,197 and $341,959 in 2013 and 2012, respectively

Total noncurrent liabilities

Total liabilities

NET POSITION:

Restricted for debt service
Unrestricted

Total net position

2,617,455
27,955,000
2,444,977

33,017,432

272,607,803

272,607,803

305,625,235

17,766,508
3,568,817

$21,335,325

2,764,314
32,566,000
2,131,517

37,461,831

243,702,041

243,702,041

281,163,872

17,766,508
3,202,600

520,969,108

See accompanying notes to the basic financial statements.
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Statements of Revenues, Expenses, and Changes in :Set Position - Years Ended June 30, 2013 and 2012

Restated,
2012

Operating Revenues:
Loan program income

Total operating revenues

Operating Expenses:
Trustee fees
Administration fees
Interest expense
Standby bond purchase agreement fees
Remarketing fees
Other fees

Total operating expenses

Operating income

Non-Operating Revenues (Expenses):
Credit (provision) for arbitrage rebate
Interest income

Total non-operating revenues

Net income before transfers

Transfers out - Oklahoma Water Resources Board

Change in net position

Total net position - beginning, restated

Total net position - ending

$10,867,374
10,867,374

42,544
567,292

9,729,344
112,044

16,645
11,263

10,479,132

388,242

143,602

143,602

531,844

(165,627)

366,217

20,969,108

$21,335,325

S9,589,949
9,589,949

35,545
470,292

8,872,292
71,517
21,777

9,471,423

118,526

3,529
172,534

176,063

294,589

(177,190)

117,399

20,851,709

$20,969,108

See accompanying notes to the basic financial statements.
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Statements of Cash Flows - Years Ended June 30, 2013 and 2012

CMHROWSFROMOP~TING~~TI~

Collections ofinterest on loans to local governments
Payments to other suppliers

Interest paid on debt

Due from other funds

Net Cash Provided by Operating Activities

CMH ROWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfers out - Oklahoma Water Resources Board

Issuance oflong-term debt
Repayments ofLong-term Debt
Net Cash Provided by Noncapital Financing Activities

CMH FLOWS FROM INVESTING ACTIVITIES
Collections ofprincipal on loans to local governmental units

Purchase ofinvestments

Loans to local governments
Interest income

Net Cash Provided by (Used in) Investing Activities

Net IDuellle (])e(:rease) in Cash and Cash Equivalentl

Balancn - begiDnUlg of the year

BaJaneel - end of the year

ReeondIiation of Statement of Net Position:

Cash and Cash Equivalents

Restricted Cash and cash equivalents
Total Cub aDd cash equivalents

Reeoocllt.tlOD of operating income to net cash proYlded
by operating activities:

Operating income

Adjustments to reconcile operating income to net cash provided

by operating activities:

Amortization of bond issuance discounts/premiums

Change in assets and liabilities:

Decrease (Increase) in interest receivable
Decrease (Increase) in due from other funds

Increase (Decrease) in accrued interest payable

Increase (Decrease) in other accrued liabilities

Net Cash Provided by Operating Activities

Restated,
2013 2012

$ 11,076,007 $ 8,839,776
(436,328) (627,939)

(9,851,441) (8,111,817)

(5,175)

783,063 100,020

(165,627) (177,190)

61,665,000 64,040,000
(37,395,000) (23,935,000)

24,104,373 39,927,810

44,895,863 26,829,619

(4,762,699) (11,892,000)
(61,665,000) (64,040,000)

169,932 170,872
(21,361,904) (48,931,509)

3,525,532 (8,903,679)

8,207,728 17,111,407

$11,733,260 $8,207,728

$2,992,456 $5,823,728

8,740,804 2,384,000
$11,733,260 $8,207,728

$388,242 $118,526

24,762 24,760

208,633 (750,173)
(5,175)

(146,859) 735,715

313,460 (28,808)

$783,063 $100,020

See accompanying notes to the basic financial statements.
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Footnotes to the Basic Financial Statements:

1. Summary of Significant Accounting Policies

Reporting Entity

The Oklahoma Water Resources Board (the "Board") State Loan Program Revenue Bonds (the
"Program") was established to provide state-wide fmancial assistance to local governments by
making loans to be utilized to provide for the acquisition, development, and utilization of storage
and control facilities for water and sewage systems and to be used to refund a portion of the
Board's outstanding State Loan Program Revenue Bonds originally issued by the Board. Ai;, part
of the program, the following bonds were issued:

• Series 1989 Bonds commenced operations in November 1989. The bonds were issued to
provide loans to local government units. Provisions of the bond indenture required that a1110cal
loans be originated by November 1, 1992. No new loans were originated after that date without
amendments to the bond indenture. Any portion of the bond proceeds may be used to redeem
bonds at the option ofthe Board as specified by the bond indenture.

• Series 1994A Bonds commenced operations in January 1994. The Program was
established by the Board to provide monies to refund all or a portion of the Board's State Loan
Program Revenue Bonds Series 1986A, Series 1989 and Series 1992 and to make loans to local
governments. Provisions of the bond indenture required that all local loans be originated by
January 20, 1997. No new loans were originated after that date without amendments to the bond
indenture. Any portion of the bond proceeds may be used to redeem bonds at the option of the
Board as specified by the bond indenture.

• Series 1995 Bonds commenced operations in October 1995. The bonds were issued to
provide loans to local government units. Provisions of the bond indenture required that all local
loans be originated by October 18, 1998. No new loans were originated after that date without
amendments to the bond indenture. Any portion of the bond proceeds may be used to redeem
bonds at the option of the Board as specified by the bond indenture.

• Series 1997 Bonds commenced operations in July 1997. The bonds were issued to
provide loans to local government units. Provisions of the bond indenture required that all local
loans be originated by July 2, 2000. No new loans were originated after that date without
amendments to the bond indenture. Any portion of the bond proceeds may be used to redeem
bonds at the option of the Board as specified by the bond indenture.

• Series 2001 Bonds commenced operations in September 2001. The bonds were issued to
provide loans to local government units. Provisions of the bond indenture required that all local
loans be originated by July 11, 2004. No new loans were originated after that date without
amendments to the bond indenture. Any portion of the bond proceeds may be used to redeem
bonds at the option of the Board as specified by the bond indenture.

• Series 2003A Bonds commenced operations in July 2003. The bonds were issued to
provide loans to local government units or to refinance debt. Provisions of the bond indenture
required that all local loans be originated by July 8, 2006. No new loans were originated after
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that date without amendments to the bond indenture. Any portion of the bond proceeds may be
used to redeem bonds at the option of the Board as specified by the bond indenture.

• Series 2003B Bonds commenced operations in July 2003. The bonds were issued to
refund existing bonds, fund local debt service reserve funds, and pay cost of issuance. Provisions
of the bond indenture required that all local loans be originated by July 15,2003. No new loans
were originated after that date without amendments to the bond indenture. Any portion of the
bond proceeds may be used to redeem bonds at the option of the Board as specified by the bond
indenture.

• Series 2004A Bonds commenced operations in May 2004. The bonds were issued to to
refund a portion of the Boards' outstanding State Loan Program Revenue Bond, provide funds to
refinance existing non-Board debt of certain Local Entities, to fund local debt service reserve
udns, and to pay the cost of issuance. Provisions of the bond indenture required that all local
loans be originated by May 12, 2004. No new loans were originated after that date without
amendments to the bond indenture. Any portion of the bond proceeds may be used to redeem
bonds at the option of the Board as specified by the bond indenture.

• Series 2006B Bonds commenced operations in July 2006. The bonds were issued to
provide loans to a local government unit for refinancing of an existing loans.

• Series 2007 Bonds commenced operations in March 2007. The bonds were issued to
provide loans to a local government unit and to refund a portion of the Boards' outstanding State
Loan Program Revenue Bonds.

• Series 2009 Bonds commenced operations in November 2009. The bonds were issued to
fund two new loans to local governments for use in acquisition, development and utilization of
storage and control facilities for water and sewer systems.

• Series 2010 Bonds commenced operations in June 2010. The bonds were issued to fund
two new loans to local governments for use in acquisition, development and utilization of storage
and control facilities for water and sewer systems.

• Series 20l0B Bonds commenced operations in November 2010. The bonds were issued
to fund one new loan to a local entity to purchase water storage rights and make water system
improvements.

• Series 2011 Bonds commenced operations in June 2011. The bonds were issued to fund
one new loan to a local entity for their use in acquisition, development and utilization of storage
and control facilities for water and sewer improvements.

• Series 2012 Bonds commenced operations in January 2012. The bonds were issued to
fund two new loans to local entities for their use in acquisition, development and utilization of
storage and control facilities for water and sewer improvements.

• Series 20l2A Bonds commenced operations in March 2012. The bonds were issued to
fund twelve new loans to local entities for their use in acquisition, development and utilization
of storage and control facilities for water and sewer improvements.
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• Series 2012B Bonds commenced operations in July 2012. The bonds were issued to fund
two new loans to local entities for their use in acquisition, development and utilization of
storage and control facilities for water and sewer improvements.

• Series 2012C Bonds commenced operations in August 2012. The bonds were issued to
fund five new loans to local entities for their use in acquisition, development and utilization of
storage and control facilities for water and sewer improvements.

• Series 2013A Bonds commenced operations in April 2013. The bonds were issued to
fund four new loans to a local entities for their use in acquisition, development and utilization of
storage and control facilities for water and sewer improvements.

Administrative, accounting, and other technical support services are provided by employees of
the Board. Payroll and other costs incurred by the Board on behalf of the Program are not billed
by the Board, but are recovered from the administration fees paid by the Program (see Note 4).

Basis ofAccounting and Measurement Focus

The Programs are accounted for and presented similar to a special-purpose government engaged
solely in business type activities.

The Program uses the accrual basis of accounting whereby expenses are recognized when the
liability is incurred and revenues are recognized when earned.

The Program uses the economic resources measurement focus where all assets, liabilities, net
position, revenues, expenses and transfers relating to the Program and net income and capital
maintenance are measured.

Pursuant to its bond indentures, the Programs are required to maintain various separate accounts
for principal payments, interest payments and various other purposes. To assist in fulfilling these
responsibilities, the Board has engaged BancFirst to act as trustee and maintain appropriate
fiduciary records. All activities and monies in the various accounts required by the bond
indenture are considered to be applicable to the conduct of the Program's ongoing operations.
Accordingly, all such activities and monies are combined for purposes of preparing the
Program's financial statements.
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1. Summary ofSignificant Accounting Policies (cont'd)

Bond Issue Discount and Premium

Some of the Program's bonds were initially sold at a discount or premium. The bond
discount/premium is being amortized over the remaining life of the bonds and is included in
interest expense in the accompanying Statement of Revenues, Expenses and Changes in Net
Position. The original discounts/premiums by bond and the amortization expense recorded for
fiscal years 2013 and 2012 were as follows:

Issue
1989

1994A
1995
1997
1999
2001

2003A
2003B
2004A

Original
DiscountlPremium
$ 287,000 $

313,052
166,500
123,000
82,500

136,400
124,000

(780)
(102,582)

Amortization
2013 2012

3,582 $ 3,582
10,734 10,734
5,763 5,763
4,214 4,214
1,029 1,029
3,059 3,058
1,728 1,728

(51) (52)
(5,296) (5,296)

The net premium/discount and underwriter discount of the Series 2006B, 2007, 2009, 2010,
2010B, 2011, 2012, 20l2A, 2012B, 2012C, and 2013A bonds were applied to the benefit of the
borrower.

Cash and Cash Equivalents

The Program considers all highly liquid debt instruments purchased with an original maturity of
three months or less and money market funds to be cash equivalents.

Operating Revenues and Expenses

The Program considers income earned on outstanding loans receivable to be operating revenue.
Similarly, the Program considers expenses incurred in administering the loan program, such as
trustee fees, administration expenses, and interest expense, to be operating expenses.

Use ofEstimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure 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.
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2. Cash Deposits and Investment Risk

Cash and cash equivalents of $22,831,306 and $8,069,168 at June 30, 2013 and 2012
respectively, were on deposit with the Program's trustee.

Investment Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will
adversely affect the fair value of the investment. The Program discloses its exposure to interest
rate risk by disclosing the maturity dates of its various investments.

Investment Credit Risk - the bond indenture provides for restrictions on the investment choices
of the Program as follows:

a. Obligations of the United States Government, its agencies and instrwnentalities.
b. Collateralized or insured certificates of deposit and other evidences of deposit at banks,

savings banks, savings and loan associations or credit unions located in the State of
Oklahoma.

c. Money market funds regulated by the Securities and Exchange Commission and which
investments consist of those items specified in (a) and (b) above.

d. Investment agreements with entities maintaining a rating in the top two categories by a
nationally recognized municipal bond rating agency.

At June 30, 2013, the Program's investments in obligations not directly guaranteed by the U.S.
Government and investments in money market mutual funds were rated as follows:

Federated Treasury Obligations Fund
Goldman Sachs Financial Sq Treasury Obligation
State and Local Government Series ~otes
Certificates ofdeposit

Total

Average
Maturities

16 days
16 days
6 mo. to 12 mo.
6 mo. to 16 mo.

Credit Rating

AA.tun

AAAm
~!A

N/A

Carrying

.Y!!!!£

$ 11,716,160
103,161

11,114,207
9,031,000

$ 31,964,528

Concentration ofInvestment Credit Risk - the bond indenture places no limit on the amount the
Program may invest in anyone issuer. The Program has the following concentration of credit risk
36.7% is invested in Federated Treasury Obligations Fund and 34.8% in governmental notes.

At June 30, 2012, the Program's investments in obligations not directly guaranteed by the U.S.
Government and investments in money market mutual funds were rated as follows:
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Average Carrying

~ Maturities Credit Rating Value

Federated Treasury Obligations Fund 16 days AAArn $ 8,069,168
Matures AA-

AEGON Institutional Markets In/2013 See Note 5 $ 3,490,508
Certificates ofDeposit 6 mo. To 16 mo. NIA $ 11,892,000

Total $ 23,451,676

Concentration ofInvestment Credit Risk - the bond indenture places no limit on the amount the
Program may invest in anyone issuer. The Program has the following concentration of credit
risk:: 34% is invested in Federated Treasmy Obligations Fund and 15% in AEGON Institutional
Markets.

3. Notes Receivable

Notes receivable represents loans made by the Program which were made to local governmental
entities for the purposes of acquisition, development, and utilization of storage and control
facilities for water and sewage systems. Payments on the notes are due in semiannual
installments for fixed rate notes and quarterly for variable rate notes with various maturity dates
based upon the bond issue; however, the local entities have the option to pay the notes earlier
than the scheduled maturities. The current portion of notes receivable contains scheduled
maturities and any prepayments made subsequent to year-end through September 30,2013. The
notes are collateralized by various revenue sources including, but not limited to user charges and
sales taxes of the borrowers and mortgages on the water and/or sewer systems. Outstanding
notes receivable at June 30,2013 and 2012, and maturity dates are as follows:
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Maturity Note Receivable FY2013
Issue Date 2013 2012 Current Maturities

1989 2019 $ 170,000 S 190,000 S 20,000
1994A 2023 4,681,092 5,374,383 628,467
1995 2025 4,187,700 4,657,250 572,550
1997 2026 561,150 4,637,600 29,800
1999 2031 6,875,400 9,803,000 810,100
2001 2033 12,200,650 33,197,300 2,489,900

2003A 2036 12,007,900 18,586,150 1,805,200
2003B 2018 3,680,000 5,095,000 3,410,000
2004A 2023 4,385,000 5,685,000 765,000
2006B 2025 40,230,000 42,495,000 2,355,000
2007 2036 8,439,659 8,828,731 404,226
2009 2031 2,515,000 2,625,000 115,000

2010A 2030 27,790,000 28,915,000 1,165,000
20lOB 2035 26,485,000 27,255,000 785,000
2011 2031 13,775,000 14,275,000 505,000
2012 2040 30,550,000 30,595,000 65,000

2012A 2032 32,310,000 33,445,000 2,305,000
2012B 2035 8,670,000 310,000
2012C 2042 9,625,000 1,210,000
2013A 2038 43.290,000 1,045,000

S292,428,551 $ 275,659,414 S 20,795,243

4. Program Funding and Fees

In order to develop a financial assistance program to provide water and wastewater infrastructure
financing for Oklahoma communities, approximately S40 million has been contributed to the
Statewide Water Development Revolving Fund (SWDRF) that was established during the 1982
legislative session. The principal is to be used by the Board to support various approved
projects. Interest income from the Revolving Fund is deposited into a Water Resources Grant
Account, which is utilized by the Board to make grants in emergency situations in amounts up to
$100,000 per local entity for approved purposes. At the inception of the Program, $2,917,500
was received from the Revolving Fund as a restricted Debt Service Reserve Fund. The
investment income from the Debt Service Reserve Fund is to be transferred to the Water
Resources Grant Account at the discretion of the Program, except that the Program has agreed to
utilize such investment income from the Debt Service Reserve Fund to prevent a default in the
payment of principal and interest on the bonds. Pursuant to this provision, $111,835 and
$144,837 were transferred from the 1989 Bonds to the Water Resources Grant Account during
the years ended June 30, 2013 and 2012, respectively. In addition, S53,792 and $32,353 was
transferred from the 1994A bond account during the years ended June 30, 2013 and 2012,
respectively. Any portion of the Debt Service Reserve Fund that is not expended to cover
defaults on principal and interest will be returned to the Revolving Fund at the termination of the
Program

The bond indenture agreement provides for various fees to be paid in connection with the
administration of the Program. These fees include the following:
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• During the year, an annual program administration fee of 0.1328%,0.1316%, or 0.3866 of
fixed rate notes receivable outstanding during the period was charged to operations of the
Bond Programs. An annual program administration fee of 0.4000% of variable rate notes
receivable outstanding was charged to operations for the year for the variable Bond
Programs. These fees are payable to the Oklahoma Water Resources Board for providing
clerical, management and administrative services.

'. Standby purchase agreement fees are to be paid to a bank: that has guaranteed, under certain
conditions, to purchase outstanding bonds that cannot otherwise be sold.

• Remarketing fees are payable to an investment banker for services related to determining the
interest rate adjustment and attempting to remarket bonds when necessary.

• During the year, a trustee fee of 0.0122% of bonds outstanding was charged to operations of
the 1989, 1994A 1995, 19972001, 2003A, 2003B, and 2004A. A trustee fee of 0.0134% of
bonds outstanding was charged to operations of the 2006B, 2007, 2009, 2010, 2010B, 2011,
2012, 2012A, 2012B, 2012C, and 2013A. Fees are calculated twice a year using the
balance ofbonds outstanding at February 28 and August 31, or March 31 and September 30.

5. Restricted Cash and Investments

A description of the cash and investment as ofJune 30, 2013 and 2012 is as follows:
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.wJ. 2012

Cash and cash equivalents - Federated Treasury
Obligations S 8,739,866 $ 2,384,000

Cash 938

Investments - Long-tenn certificates ofdeposit with
principal amounts for $22,000 to $249,000, maturing in
September 2012 to October 2013, \\<;th interest rates from
.15%to 1% 11,892,000

Investments - Long-term certificates of deposit with
principal amounts for $22,000 to $249,000, maturing in
September 2013 to February 2015, with interest rates from
.15%to 1% 9,031,000

Investment - State and Local Government Series ~otes
principal amounts from $79,437 to $7,059,035 maturing in
October 2013 to October 2014, with interest rates from
.11% to .27% 11,114,207

Guaranteed investment with AEGON institutional Markets
pursuant to an investment agreement, 4.161 % maturing
January 7,2013 (restricted for debt service) 3,490,508

$ 28,886,011 $ 17,766,508

The use of the investments are restricted for debt service. The restricted cash and investments
are held in the 1989 and 1994A bond accounts.

The agreement with AEGON Institutional Markets ("AEGON") is uninsured and
noncollateralized so long as AEGON maintains certain specified credit ratings. If these credit
ratings are not maintained, AEGON is required to collateralize the investment agreement
sufficient to maintain an S&P or Moody's rating of"AA" or Aa3", respectively, on the contract.
The S&P credit rating for AEGON at June 30, 2013 was AA-. The investment is carried at cost,
which approximates fair value.

The investments in the State and Local Governments Series Notes are being held in escrow to
pay off the related debt on the earliest call dates of October 2013 or 2014. The investments are
the result of some municipalities paying their debt early.

24



OKLAHOMA WATER RESOURCES BOARD
STATE LOAN PROGRAM REVENUE BONDS

ANNUAL FINANCIAL REPORT
As of and for the Years Ended June 30, 2013 and 2012

6. Arbitrage Rebate Due Federal Government

In order for the interest on the Program's bonds to be tax exempt, the Board must comply with
certain provisions of the Internal Revenue Code, as amended. One provision requires that
arbitrage earnings (defined as the excess of the amount earned on all nonpurpose investments
over the amount which would have been earned ifthe nonpurpose investments were invested at a
rate equal to the bond yield) be rebated to the Internal Revenue Service. This rebate is payable at
the end of each five years during the term of the issue. Management has estimated the arbitrage
rebate liability to be zero at June 30, 2013 and 2012.

7. Long-term Debt

Beginning Ending Due Within
Type of Bonds July I. 2012 Additions Deductions June 30. 2013 One Year

Variable Rate Bonds $ 27,435,000 $ $ 5,065,000 $ 22,370,000 $ 11,805,850
Fixed Rate Bonds 249,175,000 61,665,000 32,330,000 278,510,000 16,149,150
Total Bonds Outstanding $ 276,610,000 $ 61,665,000 $ 37,395,000 $ 300,880,000 $ 27,955,000

Beginning Ending DaeWltbin
Type of Bonds July 1,2011 AddltioDS Deductions June 3D. 2012 One Year

Variable Rate Bonds $ 37,045,000 $ $ 9,610,000 $ 27,435,000 $ 4,351,000
Fixed Rate Bonds 199,460,000 64,040,000 14,325,000 249,175,000 28,215,000
Total Bonds Outstanding $ 236,505,000 $ 64,040,000 $ 23,935,000 $ 276,610,000 $ 32,566,000
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Outstanding Bonds at June 30, 2013:

Series 1989 serial and term bonds due in armual installments of$15,OOO to S30,000,
interest at 6.30%, final maturity September I, 2019

Series 1994A serial and tenn bonds due in armual installments of 550,000 to $70,000

interest at 5.875%, final maturity September 1,2013

Series 1994A serial and term bonds due at variable rates, initially set at 2.3% and
periodically adjusted pursuant to the provisions of the bond indenture, to a maximum
rate of 14% per year. At June 30,2013, the interest rate was .30"10. Bonds have a final
maturity of September I, 2023 and are subject to a mandatory sinking fund redemption

Series 1995 serial and tenn bonds due at variable rates, initially set at 3.8% and
periodically adjusted pursuant to the provisions of the bond indenture, to a maximum
rate of 12% per year. At June 30, 2013, the interest rate was .30%. Bonds have a final
maturity of September I, 2022 and are subject to a mandatory sinking fund redemption

Series 1997 serial and term bonds due at variable rates, initially set at 3.7% and
periodically adjusted pursuant to the provisions of the bond indenture, to a maximum
rate of 12% per year. At June 30, 2013, the interest rate was .30%. Bonds have a final
maturity of September 1, 2025 and are subject to a mandatory sinking fund redemption

Series 1999 serial and term bonds due in armual installments ofS 125,000 to S715,000
interest from 1.50% to 4.30"10, final maturity September 1, 2021

Series 1999 serial and term bonds due at variable rates, initially set at 2.9% and
periodically adjusted pursuant to the pro\;sions of the bond indenture, to a maximum
rate of 12% per year. At June 30,2013, the interest rate was .30%. Bonds have a fmal
maturity of September 1, 2025 and are subject to a mandatory sinking fund redemption

Series 2001 serial and term bonds due in annual installments of 575,000 to 980,000
interest from 3.30% to 5.125%, fmal maturity September I, 2023

Series 2001 serial and term bonds due at variable rates, initially set at 2.53% and
periodically adjusted pursuant to the provisions of the bond indenture, to a maximum
rate of 12% per year. At June 30, 2013, the interest rate was .30%. Bonds have a final
maturity of September I, 2033 and are subject to a mandatory sinking fund redemption

Series 2003A serial and term bonds due in armual installments ofS115,000 to
$1,495,000 interest from 1.90% to 4.55%, final maturity September 1,2024
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Outstanding BODds, (continued):

Series 2003A serial and term bonds due at variable rates, initially set at 0.87% and
periodically adjusted pursuant to the provisions of the bond indenture, to a maximum
rate of 12% perycar. Atlune 30,2013, the inlel'estrate WIIS .30%. Bonds have a final
maturity of September I, 2035 and are subject to a mandatory sinking fund redemption

Series 2003B serial and term bonds due in annual installments of$480,000 to
$1,415,000 interest from 3.60% to 4.625%, final maturity September 1, 2018

Series 2004A serial and tenn bonds due in annual installments of $40,000 to
$1,060,000 interest from 3.50% to 5.00%, final maturity September 1,2023

Series 2006 serial and term bonds due in annual installments oUI00,000 to
$4,0400,000 interest from 3.75% to 5.00%, final maturity October 1, 2025

Series 2007 serial and term bonds due in annual installments of $75,000 to 5675,000
interest from 3.65% to 4.50"10, final maturity October 1, 2036

Series 2009 serial and term bonds due in annual installments of $80,000 to $200,000
interest from 1.55% to 4.25%, final maturity October 1, 2031

Series 201 OA serial and term bonds due in annual installments of $100,000 to

$2,040,000 interest from 3.00% to 5.00%, :final maturity October I, 2030

Series 2010B serial and term bonds due in lIDI1Ual installments of $400,000 to
$1,725,000 interest from 2.00% to 5.00%, final maturity October 1, 2035

$ 6,150,000

3,680,000

4,630,000

40,230,000

8,270,000

2,515,000

27,790,000

26,485,000

Series 2011 serial and term bonds due in annual installments of $65,000 to 53,540,000
interest from .40% to 5.00%, final maturity October 1, 2031

Series 2012 serial and term bonds due in annual installments of565,000 to $3,540,000
interest from 2.00% to 4.00%, final maturity October 1, 2040

Series 2012A serial and tenn bonds due in annual installments of$740,000 to
$2,685,000 interest from .25% to 3.25%, final maturity October 1,2032

Series 2012B serial and term bonds due in annual installments of580,000 to $470,000
interest from .25% to 4.00%, :final maturity October 1, 2035

Series 2012C serial and tenn bonds due in annual installments of$30,000 to
$1,210,000 interest from .25% to 4.00%, :final maturity September I, 2042

Series 2013A serial and lenn bonds due in annual installments ofS165,000 to
$2,660,000 interest from 2.00% to 5.00%, final maturity October I, 2038

Total Bonds Outstanding

Current portion
Long-term portion

Net unamortized discount/premium
Gross amount
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For variable rate bonds, at the option of the Board and subject to applicable provisions of the
bond indenture, which require, among other things, that all bonds be successfully remarketed, the
variable interest rate bonds may be converted to a term rate that would stay fixed until maturity
of the bonds. During fiscal year 2013, the variable bonds were remarketed quarterly. There were
no fiXed rate conversions in 2013 and 2012. Variable interest rates were reset quarterly on
March 1st, June 1st, September 1st, and December 1st, by the Program's remarketing agent for the
1994A, 1995, 1997 and 1999 variable rate bonds. Variable interest rates were reset quarterly on
January 1St, April 1st, July 1st, and October 1st, by the Program's remarketing agent for the 2001,
and 2003A variable rate bonds.

Future debt service payments required by the serial and term bonds as of June 30, 2013, were
developed using the loan repayment amortization schedules maintained in the IFS system for
variable rate bonds and scheduled maturities for fixed rate bonds. Future debt service payments
required by the Program's serial and term bonds as ofJune 30,2013 are as follows:

Fiscal Year Principal Interest Total
2014 5> 27,955,000 $ 10,326,554 $ 38,281,554
2015 20,073,000 9,831,569 29,904,569
2016 16,785,000 9,305,538 26,090,538
2017 16,675,000 8,848,511 25,523,511
2018 16,360,000 8,305,046 24,665,046
2019-2023 76,735,000 32,683,419 109,418,419
2024-2028 56,882,000 19,913,535 76,795,535
2029-2033 37,695,000 10,385,628 48,080,628
2034-2038 21,070,000 4,177,014 25,247,014
2039-2043 10,650,000 649,537 11,299,537
Total $ 300,880,000 $114,426,351 S 415,306,351

Interest on the bonds is payable semiannually for fixed rate bonds and quarterly for variable rate
bonds. While the variable bonds bear interest at an adjustable, variable rate, the variable bonds
are to be repurchased at each such interest payment date at a price equal to the unpaid principal
amount, unless such repurchase is waived in writing by the bond holder. The bonds are also
subject to mandatory tender upon conversion to a term interest rate.

In addition to their normal scheduled maturity dates as shown above, the bonds may be redeemed
at the option of the Board, in whole or in part, on any interest payment date prior to conversion to
a term interest rate, for their principal amount plus accrued interest to the date of redemption.
Following any conversion to a term rate, the bonds may also be redeemed at the option of the
Board, in whole or in part, at such dates and for such prices, plus accrued interest as are set forth
in the bond indenture.

The Bonds share in an aggregate debt service reserve. At June 30, 2013, the aggregate debt
service reserves totaled $17,766,508 of which $3,490,508 is reflected in the 1989 Bond Account
and $14,276,000 is reflected in 1994A Bond Account.

On May 10, 2011, the Board approved a resolution authorizing an amendment to the General
Bond Resolution creating a General Debt Service Reserve Fund for the purpose of further
securing the Board's State Loan Program Bonds. The Reserve has been funded with State
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appropriated gross production tax revenues in the amount of $5,822,933 as ofJune 30,2013 and
is held by the Board's trustee bank.

7. Restatement of net position

Beginning net position was restated by $701,238 in FY 2013 and $757,706 inFY 2012 due to the
implementation of GASB Statement 65, which removes previously capitalized bond issue costs
from the Statement ofNet Position, and expenses them in the period in which the debt is issued.
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SUPPlLEM ~;N1'AL INFORMATION
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All Prosnm Boad Juuu
Jane 30. :1013

~ 1989Serie1 1994A Scri... 1995 Sc:riCI 1997 Series 1999 Scri... 2001 Series 20MA Series

CUJTeIlt Assets:
Cash and cash equivalents S 40,313 375,510 101,002 83,274 156,372 690,178 411,737
Restsricred mVcs1ments 8,191,000 7,360,484
Cunmt portion of notes receivable 20,000 628,467 572,550 29,800 810,100 2,489,900 1,805,200
lnt.......t receivable:
Notal receiVlble 3,652 7,396 5,234 701 56,207 54,609 51,650
0IMr 29 11,714 1 1 1 25 3

Duo from other fiIIld& . .

Total current assets 63,994 9,214,087 '678,787 113,776 1,022,680 10,595,196 2,274,590

Noncunent Assets:
Notes receivable, net of current portion 150,000 4,0S2,625 3,615,150 531,350 6,065,300 9,710,750 10,202,700
Restricted cub ud cash equivalents 3,490,508 5,249,464 832
ReltriClecl iItvSmm1 840.000 - 3,753,723
Bond islllmco COllI, net ofaceumnlatcclllDDltiDlion .

ToIlIl nOllCllll'ellt asSels 3,640,508 10,142,089 3,615,150 531,350 6,065,300 13,465,305 10,202,700

Total aaseIa 3.704,502 19,356,176 4,293,937 645,126 7,087,980 24,060,501 12,477,290

LLYlR.ITIES

Current LWli1iIies:
Acctued iDtaIlIl payable 3,2S5 1,919 893 104 51,755 159,454 60,091
Cum:ot mataritiell oflonll-tenn debt 20,000 605.000 565,000 25,000 810,000 9,450,000 1,800.000
Othea' aoctued liUiIities 13,547 122,885 112,S94 99,831 187,328 619,619 344,062

Total cam:nlliabilities 36,802 729,804 678,487 124,935 1,049,083 10,229,073 2,204,153

Noncurretlt Liabilities:
Loog-temI debt. less current malllrities and

lIDamottizai discount or plus aoamortized pn:mium 112,911 3,095,867 2,940,506 334,406 5,916,712 12,736,085 10,276,837

ToWoollllllll1lllt liabilities 112,911 3,09S,867 2,94O,SO!i 334,406 5,916,712 12,736,085 1!U76,837

Totalliabililiea 149,713 3,825,671 3,618,993 459,341 6,965,795 22,965,158 12,480,990

NET POSITION

Restricted for debt service 3,490,508 14,276,000
Unrestricted (dl:ficit) 64,281 1,254,505 674,944 185,785 122,185 1,095,343 (3,700)

Total net position S 3,554,789 15,530,505 674,944 185,785 122,185 1,095,343 (3,700)
(00IIIinued)
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AU Program BODd ".ueo
JUDe 30, 1013

ASS.:T!! 20038 Series 2004A Series 20068 Series 2007 Series 2009 Series 2010 Series 20108 Series

<-'urrent A••et.:
Cash and cash equivalents 88,615 332,294 151.968 128.680 10,286 108,631 86,830
Restsrieted investments . - -
Current pOrtiOD ofDOles receivable 3,410,000 765,000 2,355,000 404,226 llS,OOO 1,165,000 785,000
latere.t receivable:

Notes receivable 37,917 68,560 481,858 88,586 23,460 302,319 266,826
Other 1 3 I I - 1

Due from other fund.

Tolal current aSSelS 3,536,533 1,165,857 7.,988,827 621,49.3 148,746 1,575,951 1,138,656

NoncutR:nt Assets:
Notes receivable, net ofcurrent portion 270,000 3,620.000 37,875,000 8,035,433 2,400,000 26,625,000 25,700,000
Restricted c...h and ca.b equivalents
Restricted investment
Bond iuuaace cost, net ofaccumulated amortization

Total noncurrent assets 270,000 3,620,000 37,875,000 8,035,433 2,400,000 26,625,000 25,700,000

Total Bsset." 3,806,533 4,785,857 40,863,827 8,656,926 2,548,746 28,200,951 26,838,656

1!ABIL1TIF,S

Current Liabilities:
Accrued interest payable 36,583 69,503 467,274 8.3,818 22,548 292,245 257,225
Current maturities of10Dg..term debt 3,410,000 1,010,000 7.,3.55,000 400,000 115,000 1,165,000 785,000
Other accrued liabilities 77,819 76,590 170,795 81,720 13,056 117,731 90,655

Total current liabilities 3,524,402 1,156,093 2,993,069 565,538 150,604 1,574,976 ___1,132,880

Noncurrent l.iabilities:
I.ong-tena debt, less current maturities and

unamortized discouDt or plu. unamorti7.ed premium 2"10,271 3,674,208 37,875,000 7,870,000 2,400,000 26,625,000 25,700,000

TomI noncurrent liabilities 270,271 3,674,208 37,875,000 7,870,000 2,400,000 26,625,000 __2_5,700,000

Tnmlliabilities 3,794,6n 4,830,301 40,868,069 8,435,538 2,550,604 28,199,976 26,832,880

~TPOSITlON

Restricted for deht service
Unrestricted (deficit) 11,860 (44,444) (4,242) 221,388 0,858) 975 5,776

Total net position 11,860 _~4,~ (4.242) 221,388 (1,858) 975 5,776
(contiQued)
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OKLAHOMA WATER RESOURCES BOARD !rrATE LOAN
PROGRAM REVENUE BONDS

SUPPLEMENTAL INFORMATION
COMBINING STAn:MENTS OF NET POSmON

All PrOlll'llm BODd ....
SliDe 30, 1013

ASSETS 20Il Series 2012 Series 2012A Series 2012B Series 2012C Series 2013A Series Totala

Current Assets:
Cash and cash equivalCIIIB 32,973 48,294 99,s69 20,030 16,331 9,569 2,992,456
Rcslsrictcd investments .- - 150551,484
Current portion ofnotca receivable 505,000 65,000 2,305,000 310,000 1,210,000 1,045,000 20,795,243
]nt_lit ~ocivablc:

Notea receivable 156,656 289,170 234,698 76,114 82,459 342,513 2,636,S8S
Othet . . 1 . . - 11,782

Due from o1her funds - . S,l7S - - 5,I7S

Total eumont assc:ls 694,629 402,464 2,639,268 411,319 1,308,790 1,397,082 41,992,725

Noncurrent Assets:
Note. ~eeivable,net ofcunatt portion 13,270,000 30,485,000 30,005,000 8,360,000 8,415,000 42,245,000 271,633,308
Restricted cash and cash equivalents - . . - 8,740,804
Restricted investment 4,593,723
Bond isllWlcc co!!, IIllt afac:cumuIated amortization . - -

ToW noncum:nt assets 13,270,000 30,485,000 30,005,000 8,360,000 8,415,000 42,245,000 284,967,835

Total assets 13,964,629 30,887,464 32,644,268 8,771,319 9,723,790 43,642,082 326,960,560

LIABILITIES

Cumml Liabiliti...:
AccnIed iDIIlrest paymle 151,663 287,095 209,486 67,444 71,708 323,392 2,617,455
Cunent maturitiel of1ong-lIlnD debt 505,000 65,000 2,305,000 310,000 1,210,000 1,045,000 27,955,000
Other 8"""",d liabilili... 42,985 60,179 124,509 33,814 26,404 28,854 2,444,977

Total cmrent liabilitic9 699,648 412,274 2,638,995 4Il,258 1,308,112 1,397,246 33,017,432

Noncurrent Liabilities:
Lnag-term debt, less eurrent lDftturities and

UIIlIlDOrtized discollllt or plua wtllD10rtized ~mium 13,270,000 30,485,000 30,005,000 8,360,000 8,415,000 42,245,000 272,607,803

TotalllOllCWnllt 1iabiIiliea 13,270,000 30,485,000 30,005,000 8,360,000 8,415,000 42,245,000 272,607,803

Totaillabliities 13,969,648 30,897,274 32,643,995 8,711,258 9,723,Il2 43,642,246 305,625,235

~ITION

Restricted for debt senice 17,766,508
Unrestricted (deficit) (5,019) (9,810) 273 61 678 (164) 3,568,817

Total net poaition (S,OliD (9,810)
~ ~

273 61 678 (164) 21,335,325
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OKLAHOMA WATER RESOURCES BOARlJ STAn: LOAN
PROGRAM Rlt:VF.NUI<: BONDS

SUPPLEMENTAL INFORMATION
COMBINING STATEMENTS OF REVENUES, K1CPENSJo:S AND CHANGES IN NET POSITION

AU Program Bond Islues
For the Year Ended June 30,2013

1989 Series 1994A Series 1995 Series 1997 Series 1999 Series 2001 Series 2003A Series

REVENUES
Operating revenues:

Loan program income $ 11,171 $ 78,395 $ 57,798 $ 35,359 $ 247,515 $ 1,360,068 $ 388,751

Total operating revenues 11,171 78,395 57,798 35,359 247,515 1,360,068 388,751

EXPENSJo:S
Operating Expenses:

Trustee fees 1,000 1,000 1,169 1,000 1,030 3,864 1,666
Admini.~tration fees 230 27,912 17,802 4,552 16,725 66,147 35,049
Interest expense 13,662 27,801 18,392 33,688 215,758 847,611 303,146
Other expense - - . . 1,300 2,656
Standby bond purchase agreement fees 16,114 15,231 3,800 11,444 26,933 38,522
Remarketing fees . 2,989 1,973 503 1,479 5,035 4,666

Total operating expenses 14,892 75,816 54,567 43,543 246,436 950,890 385,705

Operating income (loss) (3,721) 2,579 3,231 (8,184) 1,079 409,178 3,046

NONOPERATING REVENtJIo:S (EXPJo:NSJo:S)
Credit (provision) for arhitrage rebate
Otlll:r interest income 75,6111 61,083 12 22 37 6,624 66
Gross production tax from stale

Net nonoperating rtlVenues 75,618 61,083 12 22 37 6,624 66

Income (loss) before transfers 71,897 63,662 3,243 (8,162) 1,116 415,802 3,112

Transfers (to) from Oklahoma Water Resources Board (111,835) (53,792)

Change in net position (39,938) 9,870 3,243 (8,162) 1,116 415,802 3,112

NET POSITION
Net position (deficit), beginning ofyear, restated 3,594,727 15,520,635 671,701 193,947 121,069 679,541 (6,812)

Net position (deficit), end of year $ 3,554,7119 $ 15,530,505 $ 674,944 $ 185,785 $ 122,I1I5 $ 1,095,343 $ (3,700)

(continued)
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OKLAHOMA WATER RESOURCES BOARD STATE LOAN
PROGRAM REVENUE BONDS

SUPPLEMENTAL INFORMATION
COMBINING STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET PosmON

All ProarlDl BOIId blUes
For tbe Year Ended Jaae 30,1013

2003B Series 2004A Series 2006B Series 2007 Series 2009 Series 2010 Series 2010B Series

REVENUES
Operating revenues;

Loan program illCOlDC $ 164,915 S 223,223 $ 1,949,918 $ 354,203 $ 94,307 $ 1,218,120 $ 1,071,432

Total operating l'CVeIIues 164,915 223,223 1,949,918 __354,203 94,307 1,218,120 1,071,432

EXPENSES
Operating Expenses;

Trustee fees 1,000 1,000 5,467 1,250 1,250 3,762 3.879
Administration fees 5,357 5,870 62,704 11,154 3,322 36,678 34,860
Interest expense 159,015 209,398 1,890,763 338,787 90,620 1,177,416 1,032,750
Other expense . . 7,307
Standby bond purcba8e agreement fees
Remarketing fees

Total operating expenses 165,372 216,268 1,966,241 351,191 95,192 1,217,856 _ 1,071,489

Operating income (loss) (457) 6,955 (16,323) 3,012 (885) 264 (57)

NONOPERATING REVENUES (EXPENSES)
Credit (provision) for lIIbitrage rebate
Other interest income 15 27 30 15 1 17 8
Gross production laX fiDm state

Net nonoperating revenues 15 27 30 15 1 17 8

Income (loss) befure transfers (442) 6,982 (16,293) 3,027 (884) 281 (49)

Transfers (to) fil>m Oklahoma Water Resources Board

Change in net position (442) 6,982 (16,293) 3,027 (884) 281 (49)

NET POSITION
Net position (deficit), beginning ofyear, restated 12,302 (51,426) 12,051 218,361 ___ ~ (974) 694 5,825-
Net position (deficit). end of year $ 11,860 $ (44,444) $ (4,242) $ 221,388 $ (1,858) $ 975 $ 5,776

(conlinued)
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OKI,AHOMA WATER RESOURCI:S BOARD STATE LOAN
PROGRAM REVENUE BONDS

SUPPLEMJ:NTAL INFORMATION
COMBINING STATEMENTS m' REVENUF.S, EXPENSES AND <:HANGES IN NET POSITION

All Prognm Bond Issues
For the Year Ended June 30, 2013

2011 Series 2012 Series 2012A Series 2012B Series 2012C Series 2013A Series Totals

REVENUES
Operating revenues:

Loan program income $ 627,312 $ 1,187,191 $ 943,121 $ 303,865 $ 208,197 $ 342,513 $ 10,867,374

Total operating revenues 627,312 1,187,191 943,121 303,865 208,197 342,513 10,867,374

EXPENSES
Operating Expenses:

Trustcc fees 1,342 4,914 4,404 1,227 1,082 1,238 42,544
Administration fees 23,317 40,330 97,760 33,502 25,974 18,047 567,292
Interest expense 607,150 1,151,799 838,654 269,076 180,466 323,392 9,729,344
Other expense . - - · - - 11,263
Standby bond purchase agreement fees . . . 112,044
Remarketing fees - ~ · . - 16,645

Total operating expenses 631,809 1,197,043 940,818 303,805 207,522 342,677 10,479,132

Operating incomc Ooss) (4,497) (9,852) 2,303 60 675 (164) 38_8,242

NONOPERATING REVENUES (EXPENSES)
Credit (provision) for arbitrage rebate
Other interest income 8 15 I 3 - 143,602
Gross production tax from state

Net nonoperating revenues - 8 15 1 3 - 143,602

Income (loss) before transfers (4,497) (9,844) 2,318 61 678 (164) 531,844

Transfers (to) from Oklahoma Water Resources Board - - - - (165,627)

Change in net position (4,497) (9,844) 2,318 61 678 (164) 366,217

NET POSITION
Net position (deficit), beginning ofyear, restated (522) 34 (2,045) · 20,969,108

Net position (deficit), cnd ofyear $ (5,019) $ (9,810) $ 273 $ 61 $ 678 $ (164) $ 21,335,325
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SUPPLEMENTAL INFORMATION
COMBINING STATEMENTS OF CASH FLOWS

AD Program Bond 1I••e.
For the Year Ended JUDe 30, 2013

1989 Series ---!294A Series 1995 Series 1997 Series 1999 Series 2001 Series 2003A Series

CASH FLOWS FROM OPERATING ACTIVlTIE8:
Collections of interest on 10l111S to local governmental units $ 11,601 79,174 57,105 103,608 281,955 1,580,729 449,569
Payments (to) from other soppliers (1,000) (28,203) (18,204) (5,304) (14,014) (37,932) (205,207)
Interest paid on debt (10,710) (18,780) (12,914) (87,503) (247,766) (1,001,665) (361,913)
Due from other funds . - - . . . -

Net cash provided (used) by operating activities (109) 32,191 25,987 ___10,801 ~75 541,132 (117,551)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfer (to) from Oklahoma Water Resources Board (111,835) (53,792)
Issuance of long-term debt
Repayments of long-term debt (30,000) (705,000) (470,000) (4,080,000) (2,930,000) (12,835,000) (7,455,000)

Net cash provided (used) by noncapital financing activities (141,835) (758,7921 _ (470,OOOl _. (4,080,0001. _(2,930,OOOl. __ (12,835,00Ql. _ (7,455,000)

CASH FLOWS FROM INVESTING ACTIVITIES:
Collections of principal on loans to local governmental units 20,000 693,291 469,550 4,076,450 2,927,600 20,996,650 6,578,250
Sales (purchase) ofinvesbnents 3,490,508 2,861,000 - - (11,114,207)
Loans to local governments
Interest income 111,899 51,126 12 22 37 6,624 74

Net cash provided (used) by investing activities 3,622.407 3,605,417 469,562 4,076,472 2,927,637 9,889,067 6,578,324

Net increase (decrease) in cash and cash equivalents 3,480,463 2,878,816 25,549 7,273 17,812 (2,404,801) (994,227)
Cash and cash equivalents, beginning ofyear 50,358 2,746,158 75,453 76,001 138,560 3,095,811 1,405,964

Cash and cash equivalents, end ofyear S 3,530,821 5,624,974 101,002 83,274 156,372 691,010 411,737

RECONCILIATION OF OPERATING INCOME (LOSS)
1'0 NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES:

Operating income (loss) $ (3,721) 2,579 3,231 (8,184) 1,079 409,178 3,046
Adjustments to rc:conei1e opc::rating income (loss) to net cash

provided (used) by operttiDg activities:
Amortization of boDd dillCOUllt/premium 3,582 10,734 5,763 4,214 1,029 3,059 1,728

Decrease (Increase) Interest receivable 430 779 (693) 68,249 34,440 220,661 60,818
Decrease (Increase) Due from other funds
Increase (Decrease) Accrued interest payable (630) (1,713) (285) (58,029) (33,037) (157,113) (60,495)
Increase (Decrease) Other accrued liabilities 230 19,812 17,971 4,551 16,664 65,347 (122,648)

Net cash provided (used) by operating activities S (109) 32,191 25,987 10,801 20,175 541,132 (117,551)
(oontinued)
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OKlAHOMA WATF.1t RESOllRCES BOARD STATE LOAN
PROGRAM REVENUE BONDS

SUPPLEMENTAL INFORMATION
(~OMBJNJNGSTATEMENTS Ot' CASH FI.OWS

All Program Bond hluel
t'or the Year Ended June 30,1013

2003B Series 2004A Series 2006B Series 2007 Series 2009 Series 2010 Series 20IOB Series

CASH FLOWS FROM OPERATING ACTIVITIES:
Collection. ofint..rest on loans to local governmental units 178,163 239,222 1,972,404 361,728 94,773 1,226,965 1,075,561
Payments (to) from other suppliers (1,000) (1,000) (111,849) (1,250) (1,249) (3,799) (3,600)
Interest paid on debt (171,801) (227,061) (1,912,429) (342,301) (91,047) (I,1115,853) (1,036,600)
Due from other funds .

Net cash provided (used) by operating activities 5,362 11,161 (5J,ll74) 18,177 2,477 37,313 35,361

CASH FLOWS ]O"'ROM NONCAPITAL FINANCING ACTIVITIES:
Transfer (to) from Oklahoma Water RcSOUICCll Board
....uance oflong-t<:rm debt
Repayments oflong-term debt (I,415,OOO) (1,060,OOO) (2,265,000) (385,000) (110,000) (I,12S,000) (710,000)

Net cash provided (used) by noncapital financing activities (1,415,OOQl ~1,060,000) (2,265,000) (385,000) (110,000) (1,125,000) (770,000)

CASH FLOWS ]O"ROM INVESTING ACTIVITIES:
Collections ofprincipal on loans to local governmental units 1,415,000 1,300,000 2,265,000 389,072 110,000 1,125,000 770,000
Sales (purcba.",,) of investments
Loans to local governments
Interest income 15 25 31 15 I 17 8

Net cash provided (used) by investing activities 1,415,015 1,300,025 2,265,031 389,087 110,001 1,125,017 770,008

Net increase (decrease) in cash and cash equivalents 5,377 251,186 (51,843) 22,264 2,478 37,330 35,369
Cash and cash equivalents, beginning ofyear 83,238 81,IOll 203,811 106,416 7,808 71,301 51,461

Cash and cash equivalents, end ofyear 88,6!..L 332,294
.=

151,968 128,680
~e.:

10,286 ~}.Q~,631 ~6,~- ..

RECONCn.IATlON OF OPERATING INCOME (I..oSS)
TO NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES:

Operating income Ooss) (457) 6,955 (16,323) 3,012 (885) 264 (57)
Adju.~tmentsto reconcile operating income (loss) to net cash

provided (used) by operating aL1ivities:
Amortization ofhond discount/premium (51) (5,296)

Decrease (Increase) Interest receivable 13,248 15,999 22,486 7,525 466 8,845 4,129
Decrease (Increase) Due wm other funds
Increase (]}ectease) Accrued interest payable (12,735) (12,367) (21,666) (3,514) (427) (11,437) (3,850)
Increa."" (Decrease) Other accrued liabilities 5,357 5,870 (36,371) 11,154 3,323 36,641 35,139

Net cash provided (UlIel'!) by operating activities 5,362 11,161 (51,874) 18,177 2,477 37,313 35,361
(continued)
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OKLAHOMA WATER RESOURCES BOARD STATE LOAN
PROGRAM REVENUE BONDS

SUPPLEMENTAL INFORMATION
COMBINING STATEMENTS OF CASH FLOWS

All Proaram Hom I.DeI
For the Year Ended June 30, 2013

2011 Series 2012 Series 20l2A Series 2012B Series 2012C Series 2013A Series Totals

CASH FLOWS fROM OPERATING ACTIVITIES:
Collections of interest on loans to local governmental units 627,993 1,431,890 950,078 227,751 125,738 . 11,076,007
Payments (to) from other suppliers (1,359) (4,916) (4,444) (915) (652) 9,569 (436,328)
Intemlt paid on debt (607,650) (1,378,688) (846,370) (201,632) (108.758) - (9,851,441)
Due from otherfunda - - - (5,175) - (5,175)

Net cllllh provided (used) by opemting aetivitiel 18,984 ~ 99,264 20,029 16~ 9,569 ~83,063

CASH FLOWS FROM NONCAPITAL FINANCING ACTMTIES:
Transfer (to) from Oklahoma Water Resources Boud - - (165,627)
Issuance of long-tmm debt - - 8,750,000 9,625,000 43,290,000 61,665,000
Repayments oflong-term debt (500,000) (45,000) (1,135,000) (80,000) (37,395,000)

Net cash provided (used) by noncapilal financing activities (500,000) (45,000) _11,135,000) _8,670,000 ~625,OOO 43,290,000 24,104,373

CASH FLOWS FROM INVESTING ACTIVITIES:
Collections ofprincipal on loans to local governmental units 500,000 45,000 1,135,000 80,000 , 44,895,863
Sales (purchase) ofimestments - - . (4,762,699)
Loans to local govemJI1CIIts . - (8,750,000) (9,625,000) (43,290,000) (61,665,000)
Interest income - 8 14 1 3 169,932

Net cash provided (used) by investing activities 500,000 45,008 1,135,014 (8,669,999) (9,624,997) (43,290,000) (21,361,904)

Net increase (dec_) in cash and cub equivalents 18,984 48,294 99,278 20,030 16,331 9,569 3,525,532
Cash and cash equivalents, begiming ofyear 13,989 - 291 . - - 8,207,728

Cash and cash equivalenls, end ofyear 32,273 48,294 99,569 20,03lL _ 16,331 9,569 11,733,260

RECONCILIATION OF OPERATING INCOME (LOSS)
TO NET CASH PROVIDED (USED) BY OPERATING ACTMTIES:

Operating income OllllS) (4,497) (9,852) 2,303 60 675 (164) 388,242
AdjustmenllJ to m:oocile operating income (10.) to net caah

provided (used) by operating activities:
Amortization ofbond discolllltlpremiwn - - 24,762

Decrease (Increase) Interest receivable 681 244,699 6,957 (76,114) (82,459) (342,513) 208,633
Decrease (Incn:ase) Due from other funds . - (5,175) (5,175)
Increase (Dccn:ase) Accrued interest payable (500) (226,889) (7,716) 67,444 71,708 323,392 (146,859)
Increase (Decrease) Other accrued liabilities 23,300 40,328 97,720 33.81±- ___26,404 ___. 28,854 313,460

Net cash provided (used) by operating activities 18,984 48,286 99,264 20,029 16,328 9,569 783,063
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Arledge
& Associates, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPUANCE AND OTHER MAITERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENJ AUDITING
STANDARDS

To the Members of the
Oklahoma Water Resources Board

We have audited, in accordance with the 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, the financial statements of the Oklahoma Water
Resources Board State Loan Program Revenue Bonds Program (the "Program") as of and for the year
ended June 30, 2013, and the related notes to the fmancial statements, which collectively comprise the
Program's basic financial statements, and have issued our report thereon dated October 17,2013.

Internal Control Over FInancial Reporting

In planning and performing our audit of the financial statements, we considered the Program's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Program's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Program's internal control.

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. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Program's financial statements are free
from 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Program's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Program's internal control and
compliance. Accordingly, this conununication is not suitable for any other purpose.

Edmond, Oklahoma
October 17, 2013
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