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MAYES COUNTY R.W.D. #9
3134 EAST 523
SALINA, OK 74365-2367

MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Mayes County Rural Water District No. 9's financial performance
provides an overview of the District's financial activities for the fiscal year ended March 31, 2014. Please
read it in conjunction with the Auditor's reports and financial statements.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets shows the
net assets and liabilities of the District at year-end. The Statement of Activities shows the District's
income and expenses for the current year. The Statement of Cash Flows shows the cash position of the
District at year-end and reflects the change in cash balances from the beginning of the year to the year-
end.

REQUIRED FINANCIAL STATEMENTS

The financial statements of the District report information about the District using accounting methods
similar to those used by private sector companies. These statements offer short- and long-term financial
information about its activities. The Statement of Net Assets includes all of the District's assets and
liabilities and provides information about the nature and amounts of investments in resources (assets)
and obligations to creditors (liabilities). 1t also provides the basis for computing rate of return, evaluating
the capital structure of the District and assessing the liquidity and financial flexibility of the District. All of
the current year's revenues and expenses are accounted for in the Statement of Activities. This
statement measures the success of the Districts operations over the past year and can be used to
determine profitability, credit worthiness, and whether the District has successfully recovered all of its
costs through its user fees and other charges. The final required financial statement is the Statement of
Cash Flows. The primary purpose of this statement is to provide information about the District's cash
receipts and cash payments during the reporting year. The statement reports cash receipts, cash
payments, and net changes in cash resulting from operations, investing, and capital and non-capital
financing activities and provides answers to such questions as “from where did cash come?,” “for what
was cash used?”, and "what was the change in cash balances during the reporting period?”

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

One of the most important questions asked about the District's finances is "Is the District, as a whole,
better-off or worse-off as a result of the years activities?". The Statement of Net Assets and Statement of
Revenues, Expenses, and Changes in Net Assets report information about the net assets of the District's
activities in a way that will help answer this question. These two statements report the net assets of the
District and changes in them. You can think of the District's net assets—the difference between assets
and liabilities—as one way to measure financial health or financial position. Over time, increases or
decreases in the Districts net assets are one indicator of whether its financial health is improving or
deteriorating. However, you will need to also consider other non-financial factors such as changes in
ecaonomic conditions, population growth, and new or changed legistation that may affect the District.

Management Discussion & Analysis




Our analysis below focuses on the District's net assets (Table 1} and changes in net assets (Table 2)
during the year.

Table 1

March 31, 2014
Current Assets
Restricted Assets 719,557
Other Assets 151,278
Capital Assets - Net of Depreciation 6,925,529
Total Assets 7,796,364
Total Liabilities 3,811,176
Net Assets, Invested in Capital Assets Net of Debt 3,145,992
Net Assets, Restricted 151,278
Net Assets, Unrestricted _ _ 687,918
Total Net Assets 7,796,364

Changes in the District's net assets can be determined by reviewing the following condensed Statement
of Revenue, Expenses, and Changes in Net Assets for the year.

Table 2

March 31, 2014
Total Operating Revenues 631,317
Total Qperating Expenses (583,068)
Other Operating Expenses (147,681)
Other Non-Operating Income 268,850
Net Income (Loss) 165,418
Prior Period Adjustment {103,381}
Net Assets Beginning of Year 3,919,151
Net Assets End of Year 3,985,188

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

As of March 31, 2014, the District had $9,150,541 invested in net capital assets with ($2,225,012) in
related depreciation to reflect Net Fixed Assets of 6,925,529,

Pebt

The District had outstanding notes payable of $3,779,537 as of March 31, 2014. The Districts total
obligation on these notes decreased by $111,506 during the fiscal year as a result of principal payments.
Additional information on the District's long-term debt can be found in Note [ to the financial statements,



ECONOMIC FACTORS AND NEXT YEARS BUDGETS AND RATES

Water consumption has remained steady over the past several years, though the amount and timing of
rainfall affects this consumption. Billing will generally increase in years of less, or non-consistent, rainfall,
and decrease in years of more, or more, consistent rainfall. The past fiscal year reflects the iatter. Also
the District expanded it ability to provide water, by abaut 200%, beginning the later part of 2012. As such,
its expenses have risen accordingly. New taps are being placed for new customers, bit it will take some
time before the expansion is better utitized. In considering the District’s financial condition, the board
estimates that revenues will rise about 5%, and expenses will stay approximately the same, as compared
to this past fiscal year,

CONTACTING THE DIiSTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our customers and creditors with a general overview of the
District's finances and to show the District's accountability for the money it receives. If you have
questions about this report or need additional financial information, contact the Board of Directors at
Mayes County Rural Water District No. 8, 4802 South Muskogee, Tahlequah, OK 74464. For district
operations guestions contact them at 3134 East 523 Road Salina, Ok 74365.
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ROBERT ST. PIERRE C.P.A., P.C.

Certified Public Accountant 1113 North Second St.
Stilwell, Oklahoma 74960

Phone: (918) 696-4883
Fax: (918) 696-4867

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Mayes County RWD #9
Salina, OK

Report on the Financial Statements

We have audited the accompanying financial statements Mayes County Rural Water District no. 9 as of
March 31, 2014, and the related notes to the financial statements, which collectively comprise the
District's financial statements as listed in the table of contents. c S : :

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principals 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 of material misstatement, whether due to fraud or errar.

Auditor’s Responsibility

Our responsibility is to express an opinion 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 of
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 misstaternent 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 purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly we express no such opinion An audit also includes evaluation 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Mayes County Rural Water District no. 9 as of March 31, 2014, and the respective
changes in financial position and cash flows for the year then ended in conformity with accounting
principals generally accepted in the United States of America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 1-3 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Government
Accounting Standards Board, who considers it to be an essential part of the financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historic 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 inquires of
management about the methods of preparing the information and comparing the information for
consistency with management’s response to our inquires, 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have issued a report dated June §, 2014, on our
consideration of Mayes County Rural Water District no. 9, internal controls over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts and grants 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 contral over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Mayes County Rural Water
District no. 9 internal contral over financial reporting and compliance

e

Robert St. Pierre C.P.A., P.C.
Ceriified Public Accountant
June 5, 2014
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MAYES COUNTY RURAL WATER DISTRICT NO. 9
BALANCE SHEET
March 31, 2014

ASSETS 2014
CURRENT ASSETS:
Cash in Bank (Note C) 274,630
Certificates of Deposit (Note C) 333,267
Accounts Receivable (net of allowance) (Note F} 63,199
FPrepaid [nsurance 32,412
Refinance Costs 16,0498
TOTAL CURRENT ASSETS 719,657
RESTRICTED ASSETS:
Bank of Oklahoma Debt Reserve 102,501
Bank of Oklahoma Payment Account 48,777
TOTAL RESTRICTED ASSETS 151,278
FIXED ASSETS:
Land {(Note G) 4,175
Vehicles (Note G) 107,094
Buildings (Note G} ) ) ) _ 145,000
Office Furniture and Equipment (Note G) 148,628
Water System {Note G) 8,745,644
Accumulated Depreciation (Note (G) (2,225 012)
NET FIXED ASSETS 6,925,529
TOTAL ASSETS 7,796,364

LIABILITIES AND FUND EQUITY

CURRENT LIABILITIES

Accounts Payable 8,752
Accrued Expenses 19,933
Payroll Taxes Payable 2,954
Current Portion of l.ong-Term Debt (Note H) 117,724
TOTAL CURRENT LIABILITIES 149,363

L.ONG TERM LIABILITIES
Note Payables {(Note H) 3,661,813
TOTAL. LIABILITIES 3,811,176

NET ASSETS

Invested in Capital Assets Net of Related Debt 3,145,892
Restricted for debt service 151,278
Unrestricted 687,818
TOTAL NET ASSETS 3,985,188
TOTAL LIABILITIES AND NET ASSETS $ 7.796,364

The Accompanying Notes and Auditor’s Report are an Integral Part of These Financial Statements




MAYES COUNTY RURAL WATER DISTRICT NO. 9
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES [N NET ASSETS
March 31, 2014

2014
REVENUE:
Water Sales $ 593,379
Memberships 24,932
Late Charges 12,481
Other Operating Revenues 525
TOTAL OPERATING REVENUE 631,317
EXPENDITURES:
Salaries & Wages 106,640
Employee Beneflits 14,388
Contract Services 7,854
Professional Fees 10,250
Bank Service Charges 3,201
Office Expense 3,501
Fostage 3,323
Insurance & Bonds . o . 28,483
Payroll Taxes 7,854
Auto Expense 14,607
Dues & Subscriptions 2,143
Telephone 4,505
Utilities 42,258
W ater Purchased 11,512
Chemicals 40,138
Field Supplies 27,139
W ater Testing 14,460
Repairs & Maintenance 36,550
Miscellaneous Expense 6,341
Depreciation Expense 197,921
TOTAL OPERATING EXPENDITURES 583,068
NET INCOME FROM OPERATIONS 48,249
OTHER INCOME (EXPENDITURES):
interest income 1,745
Miscellaneous Income 1,258
Rural Development Grant Funds 265,846
Amortization of Advance Refunding (2,142)
Interest Expense (145,538)
TOTAL OTHER INCOME AND EXPENSE 121,169
CHANGE IN NET ASSETS 169,418
PRIOR PERIOD ADJUSTMENT (103,381}
NET ASSETS,BEGINNING OF THE YEAR 3,919,151
NET ASSETS,END OF THE YEAR $ 3,985,188

The Accompanying Notes and Auditor’s Report are an Integral Part of These Financial Statements




MAYES COUNTY RURAL WATER DISTRICT NO. 9

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MARCH 31, 2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash inflows:

Payments Received from Customers

Other cash Received
Cash Outfiows:

Payments for Salaries & Wages

Payments to Suppliers for Goods and Services

Net Cash Provided (Used} by Operating Expenses
CASH FLOWS FROM FINANCING ACTIVITIES
Additions to Capital Assets
- Capital Contributions-Grants
Principal Reduction of Long-Term Debt
Interest Payments on Notes

Net Cash Provided{Used) for Capital & Related Financing Activities
CASH FLLOWS FROM INVESTING ACTIVITIES

Miscellanecus Income

Interest Income

Net Cash Provided (Used) for Investing Activities
NET CASH INFLOW (OUTFLOW) FROM ALL ACTIVITIES

CASH AND CASH EQUIVALENTS BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS END OF THE YEAR

2014
622,284
525

(106,640)
(305,194)

210,975

(269,098)
265,845
(111,506)

145,539
(260,297)

1,259
1,745

3,004

(46,318)

805,493

$ 759,175

The Accompanying Notes and Auditor’s Report are an Integral Part of These Financial Statements




MAYES COUNTY RURAL WATER DISTRICT NO. 8
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED MARCH 31, 2014

2014

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

Operating iIncome 48,249

Depreciation and Amartization 197,921
{Increase} Decrease in:

Accounts Receivable (8,508)

Prepaid Insurance (24,872)
(Increase} Decrease in:

Accounts Payable (5,993)

- Accrued Expenses : : - 4,025

Payroll Taxes Payable 153

Net Cash Provided (Used) by Operating Activities 210,975

The Accompanying Notes and Auditor’s Report are an Integral Part of These Financial Statements
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MAYES COUNTY RURAIL. WATER DISTRICT NO. 9
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2014

. Summary of Significant Accounting Policies

Mayes County Rural Water District No. 9 was incorporated under the Rural Water District Act of
Oklahoma, for the purpose of acquiring water rights, and to build and acquire pipelines and other
facilities and to operate the same for the purpose of furnishing water to serve the need of owners
and occupants of land located within the district. The District is exempt from federal and state

income tax.

The more significant of the government's accounting policies are described below.

A. Reporting Entity

The District complies with GASB Statement No 14, "The Financial Reporting Entity.” This
statement establishes standards for defining and reporting on the financial reporting entity. It
defines component units as legally separate organizations for which the elected officials of the
primary government are financially accountable and other organizations for which the nature and
significance of their relationship with a primary government are such that exclusion would cause
the reporting entity's financial statements to be misteading or incomplete.

The District considered all potential companent units in determining what organizations should be
included in the financial statements. Based on these criteria, there are no component units to
include in the District's financial statements.

B. Measurement Focus and Basis of Accounting and Basis of Presentation — Fund
Accounting

The District's fund is an enterprise fund. Enterprise funds are proprietary funds used to account
for business-like activities provided to the general public. These activities are financed primarily
by user charges and the measurement of financial activity focuses on net income measurement
similar {o the private sector.

The accompanying financial statements have been prepared on the accrual basis of accounting
in accordance with Generally Accepted Accounting Principles (GAAP) promulgated in the United
States of America. The accounting and financial reporting treatment is accounted for on a flow of
economic resources measurement focus. With this measurement focus, all assets and liabilities
associated with the operation are included on the statement of net assets. The statement of
activities presents increases {e.g. revenues) and decreases (e.g. expenses) in net total assets.
Depreciation expense is provided for capital assets based upon estimated useful lives.

Financial activity is accounted for on the flow of economic resources measurement focus using
the accrual basis of accounting Under this method, revenues are recorded when earned and
expenses are recorded at the time liahilities are incurred. In compliance with the Governmental
Accounting Standards Beard (GASB) Statement No. 34 "Basic Financial Statements—and
Management's Discussion and Analysis—for State and Local Governments which reguires the
classification of net assets into three companents—invested in capital assets, net of related debt,
restricted; and unrestricted. 11




C. Assets, Liabilities, and Net Assets

1. Peposits and Investments

Oklahoma statutes authorize the District to invest in ceriificates of depesit, repurchase
agreements, passbhooks, bankers' acceptances, and other available bank investments provided
that all depesits are fully covered by approved securities pledged to secure those funds. In
addition, the District can invest in direct debt securities of the United States unless such
investment is expressly prohibited by [aw.

All the bank deposits are held at financial institutions and are carried at cost. For purposes of
statement of cash flows, the District considers cash and highly liquid investments with an initial
maturity of three months or less to be cash equivalents.

Custodial Credit Risk

At March 31, 2014, the District held deposits of approximately $607,897 at financial institutions.
The District's cash deposits, including interest-bearing certificates of deposit, are entirely covered
by Federal Depository Insurance (FDIC) or direct obligation of the U.S. Government insured or
collateralized with securities held by the District or by its agent in the District's name.

{nvestment Interest Rale

The District does not have a formal investment policy that limits investment maturities as a means
of managing its exposure to fair value [osses arising from increasing interest rates.

Investment Credit Risk

The District has no Policy that limits its investment choices other than the limitation of state law as
follows:

a. Direct obligations of the U.S Government, its agencies and instrumentalities to which the full
faith and credit of the U.8. Government is pledged, or obligations to the payment of which the full
faith and credit of the State is pledged.

b. Certificates of deposits or savings accounts that are either insured or secured with acceptable
collateral with in-state financial institutions, and fully insured certificates of deposit or savings
accounts in out-of-state financial institutions.

c. With certain limitation, negotiable certificates of deposit, prime bankers acceptances, prime
commercial paper and repurchase agreements with certain limitations.

d. County, municipal or school district tax supported debt obligations, bond or revenue
anticipation notes, money judgments or bond or revenue anticipation notes of public trusts whose
beneficiary is a county, municipality or school district.

€. Notes or bonds secured by mortgage or trust deed insured by the Federal Housing
Administrator and debentures issued by the Federal Housing Administrator, and in obligations of
the Naticnal Mortgage Association,

f. Money market funds regulated by the SEC and in which investments consist of the investments
menticned in the previous paragraphs (a.-f.).

The investments held at March 31, 2014 are as follows:




Weighted Average Credit Market

Type Maturity {Months) Rating Value Cost
Investments
Cert of Deposit 6 N/A 333,267 333,267
Total Investments 333,267 333,267

Concentration of Investment Credit Risk

The District places no limit on the amount it may invest in any one issuer. The District has the
following credit risk; 100% in Certificates of Deposit ($333,267)

2.' Fair Valu'e'of Financial In'stl"uments

The Districts financial staternents include cash and investments. The District's estimates of fair
value of all financial instruments do not differ materially from the aggregate carrying values of its
financial instruments recorded in the accompanying balance sheet. The carrying amount of these
financial instruments approximates fair value because of the short maturity of these instruments.

3. Estimates

The preparation of financial statements in conformity with U.S. generaily 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. Accordingly, actual results could differ from those estimates

4. Inventory

Inventory consists primarily of distribution repair supplies and is counted annually. The inventory
is valued at the lower of cost or market on a first-in-first-out basis, but not in excess of market,

5. Accounts Receivable

Accounts receivable consists primarily of charges for water sales. Management has not
established a provision for uncollectible accounts, Such amounts are wiritten off the month in

which management determines they are uncollectible.
6. Restricted Assets
The terms of the loan agreement with the Rural Development require that the Company maintain

funds for the use of servicing debt in the amount of 125% of the total annual payment. The
balance in the restricted cash account is sufficient to fulfill this requirement.




7. Capital Assets

The water storage and delivery system and furniture and equipment are recorded at cost.
Donated capital assets are reported at estimated fair market value at the date of donaticon.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

All reported assets are depreciated on the straight-line basis over their estimated useful lives
ranging from five to fifty years.

Assets purchased with a value of 3500 or more that benefit more than one period will be
depreciated.

8. Equity Classifications

Equity is classified as net assets and 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 assefs.

b, Restricted net assets—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
their governments; or (2) law through constitutional provisions or enabling legislation, or
{3) elected restrictions by management concerning cash to be used for capital
improvements.

c. Unrestricted net assets—All other net assets that do not meet the definition of
“restricted" or “invested in capital assets, net of related debt".

D. Basis of Presentation

The Bistrict's fund is an enterprise fund. Enterprise funds are proprietary funds used to account
for business-like activities provided to the general public. These activities are financed primarily
by user charges and the measurement of financial aclivity focuses on net income measurement
similar to the private secfar.

Measurement focus is a term used to describe which transactions are recorded within the various
financial statements. Basis of accounting refers to when transactions are recorded regardless of
the measurement focus applied.

The proprietary funds utilize an “ecanomic resources” measurement focus. The accounting
objectives of this measurement focus are the determination of operating income, changes in net
assets (or cost recovery), financial position and cash flows. All assets and liabilities (whether
current or non-current) associated with their activities are reported. Proprietary fund equity is
classified as net assets.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when eamed and expenses are recorded when the liability
is incurred or an economic asset is used.

Proprietary funds distinguish operating revenues and expenses from ncon-operating items.
Operating revenues and expenses generally result from providing services in connection with a
proprietary fund's principal ongoing operations. The principal operating revenues of the District’s
enterprise fund is charges to customers for sales and services. The District also recognizes as




operating revenue the portion of tap fees intended to recover the cost of connecting new
customers fo the system. Operating expenses for enterprise funds include the cost of sales and
services, administrative expenses, and depreciation capital assets. All revenues and expenses
not meeting this definition are reported as non-operating revenues and expenses.

E. Use of Estimates

The preparation of financial statements in conformity with U.S. 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.

F. Accounts Receivable

Following Is an aged schedule of accounts receivable as of March 31, 2014:

0-30 Days 1-30 Days 31-60 Days Over 60 Days Prepayments Total

46,045 13,270 4,349 4,836 (5,301) 63,199

G. Changes in Capital Assets

Capital asset activity for the year was as follows:

Beginning of Year Additions Deletions End of Year
Capital Assets
Distribution System 8,484,891 260,753 8,745,644
Land 4,175 4,175
Fences 4,000 4,000
Highway 82 Water District 145,000 145,000
Office Equipment 17,362 17,362
Equipment & Tools 117,921 8,345 126,266
Trucks 107,094 107,094
Trailor 1,000 1,000
Total Capital Assets 8,881,443 269,098 - 9,150,541
Less: Accumulated Depreciation (2,027,091) {197,921) (2,225,012)

Net Baok Value 6,854,352 71,177 - 6,925,529




H: Long-term Debt

The following is a summary of Mayes County Rural Water District No. 9's long-term debt at March
31, 2014

The District has elected to refinance their long-term debt as 04/02/2010 with the Oklahoma Water
Resources Board in order to get a fixed as opposed to a variable interest rate. The new note will
bear interest at an average rate not to exceed 3.867% per annum and will mature on September
1, 2021. All District assets and income are collateralized on the note.

Due Fiscal Year

Ending March 31, Principal Interest Total
2015 80,000 25,267 105,267
2016 80,000 23,071 103,071
2017 85,000 20,675 105,675
2018 85,000 17,874 102,874
2019 90,000 39,004 129,004
2020-2021 285,000 31,552 316,552
Total 705,000 157,443 862,443
RD #91-05

On August 9, 2011 the District entered into an agreement with USDA Rural Development to
borrow $1,637,000 for the purpose of constructing new water lines and plant upgrades. The note
will be amortized over a forty year period and will bear interest at the rate of 4.25 percent per
annum. Included in the agreement was a second agreement that the District will also receive
grant funds in the amount of $535,900 for the same purpose. Substantially all fixed assets,
accounts receivable and assignment of revenues were pledged as security for the note. A debt
service account as part of the loan agreement will be utilized to accumulate funds in sufficient
amounts to pay the next installment due on the note. From the remaining funds in the general
account, there shall be set aside into an account designated as the Reserve Account the sum of
ten percent of the monthly installment each month untl the sum of the annual installments is
reached. With the prior written approval of the Government, funds may be withdrawn and used for
such things as loan installments, emergency maintenance, extensions to facilities and
replacement of shori-lived assets, subject to conditions established by the Government.




Due Fiscal Year

Ending March 21, Principal interest Total
2015 17,968 68,083 86,051
2016 18,563 67,488 86,051
2017 19,552 66,500 86,052
2018 20,399 65,652 86,051
2(Q19-2023 115,851 314,408 430,259
2024-2028 143,083 287,176 430,259
2029-2033 177,097 253,162 430,258
2034-2038 218,960 211,299 430,259
2039-2043 270,720 155,539 430,259
2044-2048 334,687 95,272 429,955
2049-2052 ] 273,012 20,802 293,814
Total 1,609,892 1,609,381 3,219,273
RD #91-07

On August 9, 2011 the District entered into an agreement with USDA Rural Development to
borrow $1,495,000 for the purpose of constructing new water lines and plant upgrades. The note
will be amortized aver a forty year period and will bear interest at the rate of 3.375 percent per
annum. Included in the agreement was a second agreement that the District will also receive
grant funds in the amount of $487,500 for the same purpose, Substantiafly all fixed assets,
accounts receivable and assignment of revenues were pledged as security for the note. A debt
service account as part of the loan agreement will be utilized to accumulate funds in sufficient
amounts fo pay the next installment due on the note. From the remaining funds in the general
account, there shall be set aside into an account designated as the Reserve Account the sum of
ten percent of the monthly installment each month until the sum of the annual installments is
reached. With the prior written approval of the Government, funds may be withdrawn and used for
such things as loan installments, emergency maintenance, extensions to facilities and
replacement of short-lived assets, subject to conditions established by the Government.

Due Fiscal Year

Ending March 31, Principal Interest Total
2015 19,940 49,131 69,071
2016 20,491 48,580 69,071
2017 21,326 47,745 69,071
2018 22,057 47,014 69,071
2019-2023 122,021 223,338 345,355
2024-2028 144,320 201,039 345,359
2029-2033 170,849 174,410 345,359
2034-2038 202,337 143,022 345,359
2039-2043 239,490 105,869 345,359
2044-2048 283,446 61,913 345,359
2049-2052 218,268 12,886 231,154

Total 1,464,645 1,114,947 2,579,592




|. Risk Management

The District is exposed to various risk of [oss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees and natural disasters. The District
purchases commercial insurance to cover these risks, including general and auto liability,
property damage, and public officials liability. There were no significant reductions in insurance
coverage from the prior year. Settled claims from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.

J. Compensated Absences

The organization doas not accrue a liability for compensated absences. This is not in accordance
with generally accepted accounting principles, However, because of the limited number of people
employed by the organization, any liability for compensated absences at March 31, 2014 would
not be material to the financial statements taken as a whaole.

K. EVALUATION OF SUBSEQUENT EVENTS

The Company has evaluated subsequent events through June 5; 2014 the date which the
financial statements were available to be issued.

L: COMMITMENTS AND CONTINGENCIES

Mayes County Rural Water District no. 9 currentiy participates in various grant programs. These
grants are subject to audit by the grantor agency or their representatives. Such audits could lead
to requests for reimbursement to the grantor agency for services disallowed under the terms of
the contract. Presently Mayes County Rural Water District no. 9 is not aware of any pending
requests, and in the opinion of management, any such amounts would not be considered
material.

M: STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

As a local government unit, the District is subject to various federal, state, and local laws and
contractual regulations. In accordance with Government Auditing Standards, the auditor has
issued a report on his consideration of the District's internal control over financial reporting and
tested its compliance with certain provisions of laws, regulations, contracts and grants, That
report is an integral part of an audit performed in compliance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of the
audit.

N: FINANCE- RELATED LEGAL AND CONTRACTUAL PROVISIONS

The terms of the loan agreements require Reserve Accounts as shown in Note K. All of the
requirements have been met,

O: DEFICIT FUND BALANCE OR RETAINED EARNINGS

As indicated in the financial statements, there are no fund balance or retainad earnings deficits
for the District for this fiscal year.




P: Prior Period Adjustment

A prior period adjustment is used to correct errors in previously issued financial statements.
During the preparation of the 2014 audit report it was discovered that the prior year financial
statements did not accurately reflect the depreciation expense for fiscal year 2013. The effect of
this mis-statement was to under report depreciation expense and increase in net assets by
103,380.58, the total assets were also mis-stated by this amount.
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ROBERT ST. PIERRE C.P.A., P.C.

Certified Public Accountant 1113 North Second St.
Stilwell, Oklahoma 74960

Phone:  (918) 695-4983

Fax: (918) 696-4867

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Mayes County Rural Water District no. 9
Salina, OK o : :

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
Mayes County Rural Water District no. 9 as of and for the year ended March 31, 2014, and the
related notes to the financial statements, which collectively comprise Mayes County Rural Water
District No. 9's basic financial statements and have issued our report thereon dated June 5, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Mayes County Rural Water District no. 9's
internal control aver 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 Mayes
County Rural Water District no. 9's internal control. Accordingly, we do not express an opinion an
the effectiveness of Mayes County Rural Water District no. 9'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 confrol such that there is a reasonable
possibility that 2 material misstatement of the entity's financial statements will not be prevented,
or detected and corrected on a fimely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is [ess severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Qur 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 and therefore, material weaknesses or significant
deficiencies may exist that were not identified. 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. We did identify certain deficiencies
in internal control, described in the accompanying schedule of findings and questioned cost that
we cansider to be significant deficiencies. 2014-1




Compliance and Other Matters

As part of obtaining reasonable assurance about whether Mayes County Rural Water District no.
9'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
amounis. 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 reperted
under Government Auditing Standards

Mayes County Rural Water District no. 9's Response to Findings

Mayes County Rural Water District no. 9's response to the findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. Mayes County Rural
Water District no. 9's response was not subjected to the auditing procedures applied in the audit of
the financial statements and, accordingly, we express no opinion on it.

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.

Robkert St. Pierre C.P.A, P.C.
Certified Public Accountant
June 5, 2014




SCHEDULE OF FINDINGS AND QUESTIONED COSTS

2014-1

The inherent limitation resulting from a small number of employees performing functions that
would normally be divided among several employees were a larger number available presents a
proper segregation of accounting functions deficiency. A much larger staff would be necessary in
arder to assure adeguate internal accounting controls, This deficiency requires the board to
remain actively involved in the day to day activities of the water district,

Management Response

Management's response to the fack of segregation of duties is to use to the services of a local
CPA Firm to help ensure that financial statements are free or material errors or fraud.
Management also remains committed to staying actively involved in the financial matters of the
district and consuiting with the local CPA firm whenever needed.




