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Linda S.W@druff

A Professional Corporation

To the Board of Directors

Grant County Conservation District
624 N Highway 81

Medford, Oklahoma 73759

INDEPENDENT AUDITOR’S REPORT

I have audited the accompanying financial statements of the business-type activities of Grant County
Conservation District as of and for the year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the District’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 to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express opinions on these financial statements based on my audit. I conducted my
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 I 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, I 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.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit
opinion.

Opinion
In my opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities of the Grant County Conservation District as of June 30,

2015, 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.
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In accordance with Government Auditing Standards, 1 have aiso issued my report dated December 18,2014,
on my consideration of the District’s internal control over financial reporting and on my 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 my testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of my audit.

The Grant County Conservation District has not presented a Management’s Discussion and Analysis that

accounting principles generally accepted in the United States has determined is necessary to supplement,
although, not required to be part of, the basic financial statements,

s Al Woonkf)), Oh .

Oklahoma City, Oklahoma 73172
November 16, 2015



Grant County Conservation District
Statement of Net Position

Proprietary Fund
June 30, 2015
Current Assets
Operating Account $  235,509.48
Petty Cash 35.02
Savings Account 10,302.24
Certificates of Deposit 44,931.30
Accounts Receivable 7,779.71
State Claims Receivable 4,704.28
Interest Receivable -
Prepaid Insurance 7,550.63
Total Current Asseis $ 310,812.66
Capital Assets ,
Building 441,685.84
Equipment (Note 6) 307,299.83
Land 10,159.45
Less: Depreciation Reserve (267,603.14)
Total Capital Assets : 491,541.98

Deferred Outflows of Resources -
Total Deferred Outilows -

Total Assets 8 802@54.64

The accompanying notes are an integrai part of the basic financial statements.



Grant Cou nty Conservation District
Statement of Net Position

Proprietary Fund
June 30, 2015
Current Liabilities
Accounts Payable $ 3,318.95
Accrued Payroll Taxes 1,154.72
Accrued Compensation 7,986.83
Welch State Lease - Current Portion 25,488.21
Total Current Liabilities $ 37,948.71
Long Term Liabilities
Welch State Lease 264,413.91
Less: Welch State Lease-Current Portion (25,488.21)
Total Long Term Liabilities 238,925.70
Total Liabilities 276,874.41
Deferred Inflows of Resources -
Total Deferred Inflows -
Net Position
Unrestricted ' 227,128.07
Invested Capital Assets (Net Related Debt) 298,352.16
Total Net Assets $ 525,480.23

The accompanying notes are an integral part of the basic financial statements.
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Grant County Conservation District

Statement of Revenue, Expenses, & Changes in Net Position

Proprietary Fund
June 30, 2015
Revenue
Sprigging & Custom Work $  200,549.73
Reimbursement by State 56,825.86
Office & Lot Space Income 49.411.56
Equipment Rental 17,855.00
Seed and Materials 12,040.52
POD/Trailer Rental 2,450.00
Total Revenue $  339,132.67
Expenses
Salaries 67,014.71
Seed/Sprigs/Other Costs 21,859.64
Utilities/Telephone 4,050.39
Payroll Taxes/Benefits 11,241.08
Equipment Maintenance 11,205.24
Vehicle Expense/Fuel 7,005.17
Building Expense 1,938.58
Insurance 7,221.28
Supplies 1,936.73
Meeting Expense 7,651.91
Office Expense 2,231.03
Dues & Publications 1,023.50
Accounting 955.00
Contract Labor/Janitorial - 6,175.00
Advertising 1,020.53
Education Expense 2,082.78
Total Expenses 154,612.57
Operating Income (Loss) 184,520.10
Non-Operating Income (Expense)
Interest Income 204.91
Royalty Income 14.18
Interest Expense (17,307.55)
Depreciation (40,970.76)
Total Other Income (Expense) (58,059.22)
Change in Net Position 126,460.88
Net Position - Beginning of Year 399,019.35
Net Position - End of Year $  525,480.23

The accompanying notes are an integral part of the basic financial statements,
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Grant Couriy Conservation District
Statemeni of Cash Flow
Proprierary Fund
June 390, 2015

Cash Flow from Operating Activities

Cash Payments for Services $  335,684.97

Cash Payments to Suppliers for Goods and Contractors

and Other Services (172,761.45)
Net Cash Provided by Operating Activities 162,923.52

Cash Flows from Capital and Related Financing Activities

Payment on Capitalized Lease (24,091.49)
Acquisition & Construction of Capital Assets (42,335.00)
Prior Period Adjustment -
Net Cash Used in Capital and Financial (66,426.49)
Cash Flows from Investing Activities
Interest Income 204.91
Royalty income 14.18
Net Cash Provided by Investing Activities ‘ 219.09
Net Increase (Desrease) in Cash , 96,716.12
Cash and Cash Equivalents - Beginnir.xg of Year 194,061.92
Cash and Cash Equivalents - End of Year . $ 290,778.04

Reconciliation of Operation Income 1o Net Cash Provided by

Operating Activities
Operating Income (Loss) 126,241.79
Adjustments to Reconeile Net Income 10 Operating Cash Provided
by Operating Activities ' ' '
Depreciation - 40,970.76
Changes in Assets & anbllmes '
(Increase) Diecrease in Interest Receivable 27.41
(Increase) DecreaSc in State Claims Receivable (199.76)
(Increase) Decrease in Accounts Receivable (3,447.70)
(I‘mrease) Decrease in Prepaid Insurance (4,087.52)
_ Increase (Decrease) in Interest Payable -
-Im:rease (Decregase) in Payroti Taxes Payable 1,154.72
JIncrease (Decrzase) in Accrued Compensation 2,466.83
Increase (Decrease) in Accounts Payatle © o (203.01)
Total Adjuannenfq v 36,681.73
Net Cash Proyided by Operating Activities , $  162,923.52

The accompanying notas are an integral pait of the‘basic financigl statements.
M



Grone Uounty Ceuservation District
Medford, Oklahoma

Notes to Financial Statements *

Organization

The Grant qunty Cbnsef,vafibn District is a statutoi'yidistr'ict of the State of Oklahoma operating under the
Oklahoma Conservation Commission. ‘The District was created to implement soil conservation measures in
Grant County, State of Oklahoma, and is financed by user charges and state governmental reimbursements.

Note 1 — Summary of Significant Aéd_é@ntidg'l’ﬁﬁcigals' nRae

The accompanying financial ‘statements ‘have beén 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 treatmer:t is accounted for ona flow of economic resources measurement
focus. With this measurement: focus, ail assets and liabilities associated with the operation ‘are included on
the statement of net assets. The operating statements present increases (e.g., revenues) and decreases (e.g.,
expenses) in net total assets. Depreciation expense provides for-capital assets based upon estimated useful
lives. . s

Fund Accounting

The operations of the District constitute an enterprise fund, a proprietary fund type. Enterprise funds are used
to account for operations that are financed and operated in a manner similar to 2 private business enterprise
— where the intent of the governing body is.that the costs ¢f providing goeds or services to the general public
on a continuing basis is being financed or recovered primarify through user charges. The District’s fund is
accounted for on the flow of economic resources measurement focus and uses the accrual method of

accounting. Revenues are recorded when-earned and expenses are recorded at the time liabilities are incurred.
The remaining costs are reimbursed by the State Conservation group.
Estimates

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. Accordingly, actual results could differ from those
estimates. o " o



Grant County Conservation District
Medford, Oklahoma

Notes to Financial Statements

Note 1 — Summary of Significant Accounting Principles — Continued
Cash Equivalents and Investments
1. Deposits and Investments

Oklahoma Statutes authorize the District to invest in certificates of deposit, repurchase agreements,
passbooks, bankers’ acceptances, and other available bank investments provided that all deposits
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 law expressly prohibits such an
investment.

For financial statement presentation and for purposes of the statement of cash flows, the District’s
cash and cash equivalents are considered to be cash on hand, demand deposits and certificates of
deposit with a maturity date of three months or less. Debt instruments with a maturity date of more
than three months are considered to be investments. Investments are stated at cost.

2. Fair Value of Financial Instruments

The District’s financial instruments include cash and cash equivalents, investments, and accounts
receivable. The District’s estimates of the fair value of all financial instruments do not differ
materially from the aggregate carrying values of its financial instruments recorded in the
accompanying statement of net assets. The carrying amount of these financial instruments
approximates fair value because of the short maturity of these instruments.

Note 2 — Income Tax

As a special district of a state government, the district is exempt from State and Federal income taxes.

Note 3 — Capitalized Leases

The District entered into a capitalized lease for a building. The lease agreement met the criteria of a capital
lease as defined by FASB Statement No. 13, Accounting for Leases, which defines a capital lease generally
as one that transfers benefits and risks of ownership to the leasee. Capital lease payments have been
reclassified and are reflected as a long-term liability in the financial statements for the District.

The capital lease is described below:

1. Lease payable to Welch State Bank for the lease purchase of a building to be used as offices. 180
monthly payments of $3,449.92 plus interest at 6.3%. Original lease amount = $401,000.

The following is a summary of capitalized lease transactions for the year:

Balance Additions Payments & Balance
6/30/2014 Cancellations 6/30/2015
Capital Lease Obligations §$  288,505.40 $ - $ 24,091.49 $ 264,413.91

-9-



Grant County Conservation District
Medford, Oklahoma

Notes to Financial Statements

Note 3 — Capitalized I.eases (Continued\

The annual lease requirements are as follows:

Yja:n?;‘z;’ng Principal {nterest Total
2016 $ 2544821 § 15950.83 $§  41,399.04
2017 27,098.57 14,300.47 41,399.04
2018 28,855.94 12,543.10 41,399.04
2019 30,727.28 10,671.76 41,399.04
2020 32,719.99 8,679.05 41,399.04

2018-2022 119,869.21 14,677.67 134,546.88
Total $  264,719.20 § 76,822.88 $  341,542.08

Note 4 — Employee Benefits

Pension Plan

All full-time employees are covered by and must participate in the Oklahoms Public Employees Retirement
Plan (OPERS). The District is not legally required to contribute to the OPERS, which is fully funded by the
state and by contributions from covered employees.

Based on state statute, employees covered by the pension pian must contribute 3.5% of their gross earnings
to the pension fund. Oklahoma Conservation Commission pays all the required contributions and the local
District does not fund any part of the pension plan.

Post-Employment Healthcare Benefits

The District does not provide post-employment healthcare .benefits except those mandated by the

Consolidated Omnibus Budget Reconciliztion Act (COBRA). The requiremerts established by COBRA are
fully funded by employees who elect coverage under the Act, and the District incurs no direct costs.

Note 5 — Comge_nsated Absences

District employees are entitled to vacation and sick leave benefits in varying amounts based on their length
of employment, It is the District’s policy to permit employees to accumulate garned but unused absences to
specified maximums. With minor exceptions, compensated absences either vest or accumulate and are
accrued when they are earned. Generally, employees are entitied to all accrued vacation leave upon
termination. Employees are not compensated for unused sick leave upon termination. At the option of the
employee, compensatory time off may, be taken in lieu of cash payment for overtime worked. The expense
and related liability for vested vacation benefits and compensatory time is recorded in the District’s financial
statements.



Grant County Conservation District
Medford, Oklahoma

Notes to Financial Statements

Note 6 = Property and Eggip_mént ' " gos

The District owns ‘various equipment; which is rented to individuals on an as needed basis. - Additions to
equipment are recorded at cost or, if contributed property, at their estimated fair value at time of contribution.
Repairs and maintenance are recorded as expenses; renewals and betterments are capitalized. The District
maintains a $500 capitalization threshold.

Depreciation has been calculated oneach ‘class of depreciable’ property using the straight-line method
Estimated useful lives are as follows: =~ =~ : " ; :

EQUIPIENL..ovvivorvsesssssesssssssasssasssssssssiens WAL |
7 Office Equipment ......... ogueesiugsasess
B 111116 L1 T-L SR SRR —

Capital asset activity for the year is as follows:

Balance Balance
6/30/2014 Addition Disposals 6/30/2015
Depreciable Assets e Ll
Land , $ 10,159.45 $ A - 8 10,159.45
Equipment 283,674.83 . 48,625.00 25,000.00 ©307,299.83
Building 440,850.84 835.00 - 441,685.84
Total 734,685.12 49,460.00 25,000.00 759,145.12
Accumulated Depreciation
Land e - - -
Equipment 154,718.33 26,462.82 17,875.00 163,306.15
Building ! 89,789.05 14,507.94 - 104,296.99
Total 244,507.38 40,970.76 17,875.00 267,603.14

Net Depreciable Assets $. 490,177.74 $ " -8,48§.24 $ 7,125.00 $ 491,541.98

Note 7-Subsequent Events
Management has evaluated subsequent events through the date of the audit report, which is the date the

financial statements were available to be issued and has determined that no additional information needs to
be added to the financial statements.

el



Linda S.W@druff

A Professional Corporation

Independent Auditor’s Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Preformed in Accordance with Government Auditing Standards

To the Board of Directors

Grant County Conservation District
624 N. Highway 81

Medford, Oklahoma 73759

I 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-type activities of Grant
County Conservation District as of and for the year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise Grant County Conservation District’s basic financial statements and
have issued my report thereon dated November 16, 2015.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, I considered Grant County Conservation
District’s internal control over financial reporting (internal control) to determine the audit procedures that are

— appropriate in the circumstances for the purpose of expressing my opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of Grant County Conservation District’s
internal control. Accordingly, I do not express an opinion on the effectiveness of Grant County Conservation
District’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 isa
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.

My 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 my audit I did not identify any deficiencies in internal control that
I consider to be material weaknesses. However, material weaknesses may exist that have not been identified.
I did identify certain deficiencies in internal control, described in the accompanying schedule of findings and
questioned costs that I consider to be significant deficiencies. 2015-1
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Grant County Conservation District’s financial
statements are free from material misstatement, I 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 my audit, and accordingly, I do not express such
an opinion. The results of my tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

Grant County Conservation District’s Response to Findings

Grant County Conservation District’s response to the findings identified in my audit is described in the
accompanying schedule of findings and questioned costs. Grant County Conservation District’s response was
not subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, I
express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of my 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.

a4 Ao, Gt P

Oklahoma City, Oklahoma 73172
November 16, 2015
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Grant County Conservation District
Medford, Oklahoma

Schedule of Findings and Responses
June 30, 2015
2015-01. Internal Control

Condition: An adequate internal control structure does not exist because of the small size of the
entity nor is there adequate segregation of duties.

Criteria; Internal controls should be in place that provide reasonable assurance that any one
individual does not have control over several of the financial functions of the District.

Effect: Because of the inadequate segregation of duties, an opportunity exists for an employee to
alter record keeping.

Recommendation: 1 recommend that the District strive to implement more segregation of duties
where possible and utilize compensating procedures where applicable.

Response: Management agrees with the recommendation, The economic benefits received from
segregation of duties may be less than the cost of the implementation.

14-.



