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INDEPENDENT AUDITOR'S REPORT

To the Board of Commissioners
Stephens County Governmental Building Authority
Duncan, Oklahoma

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of Stephens
County Governmental Building Authority (a component unit of Stephens County, Oklahoma), as
of and for the year ended June 30, 2017, and the related notes to the financial statements, which
collectively comprise the Authority’s basic 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 fo 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 opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free 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.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business type activities of Stephens County Governmental
Building Authority as of June 30, 2017, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America 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 Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinion on the basic financial statements is not
affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 16, 2017, on our consideration of the Authority’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 Authority’s internal control over financial reporting and compliance.

Fﬂ?\w\k ¢ A\Doo@iu cd'@/)i PC/
Furrh & Associates, PC

Lawton, Oklahoma
December 16, 2017



Stephens County Governmental Building Authority

Duncan, Oklahoma

(A Component Unit of Stephens County)
Statement of Net Position

June 30, 2017
ASSETS
Current Assets
Cash - Unrestricted $ 389,178
Total Current Assets $ 389,178
Fixed Assets
School Building - Net 6,195,799
Fairgrounds Building - Net 4,763,213
Jail Building - Net 3,609,969
Conservation Building - Net 80,658
Total Fixed Assets 14,649,639
TOTAL ASSETS $ 15,038,817

Please see accompanying notes to the financial statements.
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Stephens County Governmental Building Authority

Duncan, Oklahoma

(A Component Unit of Stephens County)
Statement of Net Position
June 30,2017

LIABILITIES AND NET POSITION

Current Liabilities

Bonds Payable, Current Portion $ 1,390,000
Accrued Interest Payable 48,332
Total Current Liabilities $ 1,438,332

Long Term Liabilities
Bonds Payable, net of Current Portion 3,110,000

Total Long Term Liabilities 3,110,000

Net Position

Invested in Fixed Assets Net of Related Debt 10,149,639

Unrestricted 340,846
Total Net Position 10,490,485
TOTAL LIABILITIES AND NET POSITION $ 15,038,817

Please see accompanying notes to the financial statements.
4



Stephens County Governmental Building Authority

Duncan, Oklahoma

(A Component Unit of Stephens County)
Statement of Revenues, Expenses, and Changes in Net Position
For the Year Ended June 30, 2017

Operating Revenues
Transfers from Stephens County (Sales Tax) $ 669,888

Rental Income 3,000
Total Operating Revenues $ 672,888
Operating Expenses
Depreciation 378,826
Administrative Fees 3,213
Trustee Fees 3,500
Total Operating Expenses 385,539
Net Income (Loss) from Operations 287,349

Non Operating Revenue (Expense)

Interest Income 347

Interest Expense (149,644)
Total Non Operating Revenue (Expense) (149,297)
Net Income (Loss) 138,052
Net Position, Beginning of Year 10,352,433
Net Position, End of Year $ 10,490,485

Please see accompanying notes to the financial statements.
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Stephens County Governmental Building Authority
Duncan, Oklahoma
(A Component Unit of Stephens County)

Statement of Cash Flows
For the Year Ended June 30, 2017

Cash Flows from Operating Activities

Transfers from Stephens County $ 669,888
Rental Income 3,000
Operating Expenses (6,713)
Net Cash Provided (Used) by Operating Activities $ 660,175

Cash Flows from Capital and Related Financing Activities

Purchase of Capital Assets (16,400)
Payment on Bonds Payable (620,000)
Interest Expense (154,294)
Net Cash Provided (Used) by Capital and Related Financing Activities (790,694)

Cash Flows from Investing Activities

Interest Received from Investments 347
Net Cash Provided (Used) by Investing Activities 347
Net Increase (Decrease) in Cash and Cash Equivalents (124,172)
Cash and Cash Equivalents - June 30, 2016 513,350
Cash and Cash Equivalents - June 30, 2017 $ 389,178

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

Net Operating Income (Loss) 287,349
Add: Depreciation 378,826
Net Cash Provided (Used) by Operating Activities $ 666,175

Please see accompanying notes to the financial statements.
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Stephens County Governmental Building Authority
Duncan, Oklahoma

(A Component Unit of Stephens County)
Notes to the Financial Statements
June 30, 2017

Note 1 — Significant Accounting Policies

The Stephens County Governmental Building Authority (the Authority) was established as a
public trust organized in April 17, 2000 under Title 60, Oklahoma Statutes 2001, Sections 176 to
180.4, inclusive, as amended and supplemented, the Oklahoma Trust Act and other applicable
statutes and laws of the State of Oklahoma. It was established for the purpose, among others, of
constructing, owning, and operating public buildings and other facilities within Stephens County,
Oklahoma. The Authority is a component unit of Stephens County, as its governing board is the
County Commissioners of Stephens County, Oklahoma.

The Authority operates as an autonomous proprietary fund and its bookkeeping accounts and
financial statements are maintained and presented as enterprise fund accounts.

The Authority is exempt from federal and state income taxes.

The financial statements of the Authority are prepared in accordance with generally accepted
accounting principles (GAAP) of the United States of America. The Authority is considered a
governmental entity as defined by the Governmental Accounting Standards Board (GASB) and
applies all relevant GASB pronouncements.

The preparation of financial statements in conformity with generally accepted accounting
principles of the United States of America 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.

Restricted assets include investments of the proprietary fund that are legally restricted as to their
use. Financial requirements of the bond indentures require that funds be held in a bond fund which
is comprised of the reserve account, debt service account, and improvement account. Under the
term and provisions of the indenture, these funds are maintained with the Trustee bank and are not
subject to lien or attachment by any other creditors. These funds are to be maintained so long as
the bonds are outstanding.

Equity is classified as Net Position and is displayed in three components:

a) Invested in capital assets, net of related debt—consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any mortgages, notes, or other borrowings that are attributable to the
acquisition, construction or improvement of those assets.

b) Restricted net position—consists of net assets with constraints placed on the use either by
1) external groups such as creditors, grantors, contributors, or laws or regulations of other
governments or 2) law through constitutional provisions or enabling legislation.



Stephens County Governmental Building Authority
Duncan, Oklahoma
(A Component Unit of Stephens County)

Notes to the Financial Statements
June 30,2017

¢) Unrestricted net position—all other assets that do not meet the definition of “restricted”
or “invested in capital assets, net of related debt”.

Note 2 — Cash and Investments

Cash and cash equivalents include all unrestricted cash and investments with a maturity date of
90 days or less from date of issue.

The Authority had the following restricted cash and investment accounts, which are temporarily
invested in federal obligations; consequently, no collateral pledge is required.

Cash - Bond Fund $ 319,858
Cash - Reserves 64,371
Cash - Debt Service 4,949
Cash - Sinking Fund 0

$ 389,178

Note 3 — Fixed Assets

Fixed assets are recorded at cost. The jail building, fairgrounds building, and the school building
were completed and depreciation is recorded for the year. The Authority purchased additional
equipment with remaining school bond funds. The Authority purchased the Stephens County Soil
Conservation Building for use as an office for the fairgrounds.

Depreciation is computed using the straight line method, using estimated useful lives of 10 to 50
years. Total depreciation for the year was $378,826, which was charged against current operations.

Current year changes to fixed assets were as follows:

Beginning
Fixed Assets Balance Additions Disposals ~ Ending Balance
School Building $ 7,504916 $ 16,400 § 0 $ 7,521,316
Fairgrounds Building 6,272,831 0 0 6,272,831
Jail Building 4,761,923 0 0 4,761,923
Conservation Building 111,260 0 0 111,260
Total $ 18,650,930 § 16400 § 0 $ 18,667,330




Stephens County Governmental Building Authority
Duncan, Oklahoma

(A Component Unit of Stephens County)
Notes to the Financial Statements

June 30,2017
Beginning
Accumulated Depreciation Balance Additions Disposals  Ending Balance
School Building $ 1,171,069 § 154,448 § 0 §$ 1,325517
Fairgrounds Building 1,384,038 125,580 0 1,509,618
Jail Building 1,055,938 96,016 0 1,151,954
Conservation Building 27,820 2,782 0 30,602
Total $ 3,638,865 § 378826 § 0 $ 4,017,691

Note 4 — Accrued Interest

Interest payments on the its Series 2011 Revenue Bonds are due semi-annually on March 1 and
September 1 each year until maturity. Interest payable is accrued from March 1 to June 30 on
these bonds.

Interest payments on the its Series 2014 Revenue Bonds are due semi-annually on July 1 and

December | each year until maturity. Interest payable is accrued from December 1 to June 30 on
these bonds.

Note 5 — Long Term Leases

The Authority entered into a renewable annual lease with the Stephens County for the lease of the
correctional jail facilities of the Stephens County jail. The lease calls for the payment of a sum
equal to the amount last remitted to the County of the proceeds of a one-half percent sales tax
approved by the voters of Stephen County, Oklahoma on August 22, 2000; provided, said rental
shall in no event be less than the amount necessary to satisfy the principal and interest due on the
bonds payable during the year.

The Authority entered into a long-term lease with the Comanche School District for the lease of
the school buildings and fixtures to be constructed by the Authority. The lease calls for the
payment of lease payments in an amount necessary to satisfy the principal and interest due on the
bonds payable during the year.

Note 6 — Long Term Debt

On August 1, 2011, the Authority issued its Series 2011 Revenue Bonds in the amount of
$3,885,000, for the purpose of constructing a school in Comanche, Oklahoma. The bonds are



Stephens County Governmental Building Authority
Duncan, Oklahoma

(A Component Unit of Stephens County)
Notes to the Financial Statements
June 30,2017

payable annually in various principal amounts over the period March 1, 2012 through September
1,2021. The interest rate on the individual bonds is 2.00 to 3.75 percent per annum.

Principal Interest Total
91117 $ 760,000 $ 42319 $ 802,319
3/1/18 0 32,344 32,344
9/1/18 0 32,344 32,344
3/1/19 0 32,344 32,344
9/1/19 850,000 18,000 868,000
3/1/20 0 18,000 18,000
9/1/20 0 18,000 18,000
3/1/21 960,000 18,000 978,000
Total $ 2,570,000 $ 211,351 § 2,781,351

On December 1, 2014, the Authority issued its Series 2014 Sales Tax Refunding Revenue Bonds
in the amount of $3,155,000, for the purpose of refinancing the Series 2007 bonds. The bonds
are payable annually in various principal amounts over the period July 1, 2015 through January
1,2020. The interest rate on the individual bonds is 1.5 to 2.25 percent per annum.

Principal Interest Total
7117 $ 0o $ 20,119 § 20,119
1/1/18 630,000 20,119 650,119
7/1/18 0 13,819 13,819
1/1/19 645,000 13,819 658,819
7/1/19 0 7,369 7,369
1/1/20 655,000 7,369 662,369
Total $ 1,930,000 § 82,614 § 2,012,614

Note 7 — Subsequent Events

Subsequent events were evaluated through December 16, 2017, which is the date the financial
statements were available to be issued.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners
Stephens County Governmental Building Authority
Duncan, Oklahoma

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 business activities of Stephens County Governmental Building Authority (a
discretely presented component unit of Stephens County, Oklahoma), as of and for the year
ended June 30, 2017, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements, and have issued our report there on dated
December 16, 2017.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’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 opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the trust
Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
trust Authority’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

e e ———

608 NW Ft. Sill Blvd, Lawton, OK 73507 Telephone (580) 355-7100 Fax (580) 355-7102



not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

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

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 entity’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 entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.
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Lawton, Oklahoma
December 16, 2017



