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INDEPENDENT AUDITOR’S REPORT

The Honorable Board of Directofs
Beckham County Rural Water District No. 2
Erick, Oklahoma

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the
aggregate remaining fund information of Beckham County Rural Water District No. 2, Erick
City, Oklahoma, as of and for the years ended September 30, 2015 and 2014, 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

Our responsibility is to express opinions 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 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 audits 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 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, and the aggregate remaining fund
information of Beckham County Rural Water District No. 2, Erick, Oklahoma, as of September
30, 2015 and 2014, and the respective 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 Matters
Required Supplementary Information

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 financial 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 information 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 Information

Our audits were conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Beckham County Rural Water District No. 2, Brick, Oklahoma’s basic
financial statements. The other information such as the introductory section and the
accompanying Schedule of Insurance Coverage and Prepaid Premiums 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 Schedule of Insurance Coverage and Prepaid Premiums as listed in the accompanying table
“of contents is the responsibility of management and was derived from and relates 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
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financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the Schedule of Insurance Coverage and Prepaid Premiums as listed in
the accompanying table of contents is fairly stated, in all material respects, in relation to the basic
financial statements as a whole. ’

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 4, 2015, on our consideration of Beckham County Rural Water District No. 2, Erick,
Oklahoma’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 Beckham County
Rural Water District No. 2, Frick, Oklahoma’s internal control over financial reporting and
compliance.

BRITTON, KUYKENDALL & MILLER
Certified Public Accountants

Weatherford, Oklahoma
December 4, 2015
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BECKHAM COUNTY RURAL WATER DISTRICT NO. 2
STATEMENT OF NET POSITION
As of September 30, 2015 and 2014

ASSETS
Current Assets

Cash on Hand

Cash in Bank - Note 1

Certificates of Deposit - Reserve Fund (Restricted Asset)
Certificates of Deposit

Total Cash and Cash Equivalents
Accounts Receivable - Note 1
Inventory
Other Receivable
Prepaid Insurance

TOTAL CURRENT ASSETS

Fixed Assets - Note 1

Land & Water Rights
Motor Vehicles
System and Equipment

Total Fixed Assets
Less: Accumulated Depreciation

Total Fixed Assets - Net of Depreciation
Other Assets

Deposits
Investment in ORWAWC

Total Other Assets

TOTAL ASSETS

See accompanying notes to financial statements.

Schedule 1-00

2015 2014
50.00 $ 50.00
75,786.93 100,432.83
43,262.00 43,262.00
10,357.43 10,202.49
129,456.36 153,047.32
26,809.27 33,059.88
3,673.00 3,5673.00
1,000.00 0.00
6,747.37 7,713.77
167,586.00 198,293.97
175,064.56 175,064.56
51,760.25 72,230.25
1,847,023.91 1,792,751.44
2,073,848.72 2,040,046.25

(1,091,465.32)

(1,054,872.08)

982,383.40 985,174.19

0.00 0.00

5,000.00 5,000.00
5,000.00 5,000.00

$ 1,154,969.40 $ 1,188,468.16




Schedule 1-00 cont'd
BECKHAM COUNTY RURAL WATER DISTRICT NO. 2
STATEMENT OF NET POSITION - CONTINUED
As of September 30, 2015 and 2014

LIABILITIES
Current Liabilities 2015 2014
Accounts Payable $ 8,600.80 $ 4,887.00
Taxes Payable 2,081.65 1,744.34
Current Portion of Long-Term Debt 22,162.46 21,083.73
Customer Deposits ) 300.00 225.00
TOTAL CURRENT LIABILITIES - Note 2 33,235.00 27,940.07
Long-Term Debt - Note 2 55,873.03 78,323.63
TOTAL LIABILITIES 89,108.03 106,263.70
NET POSITION
Invested in Capital Assets - Net of Related Debt 904,347.91 885,766.83
Restricted for Debt Service 43,262.00 43,262.00
Unrestricted 118,251.46 153,175.63
TOTAL NET POSITION 1,065,861.37 1,082,204.46

TOTAL LIABILITIES AND NET POSITION $ 1,154,969.40 $ 1,188,468.16

See accompanying notes to financial statements.



BECKHAM COUNTY RURAL WATER DISTRICT NO. 2

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION

For Years Ended September 30, 2015 and 2014

Revenue from Operations:
Water
Memberships
Penalties
Miscellaneous and Rent

TOTAL REVENUE FROM OPERATIONS

Expenses from Maintenance and Operation:
Salaries & Benefits
Utilities
Operating Supplies
Office Expense
Repairs and Maintenance
Auto and Truck Expense
Contract Labor
Insurance
Professional Fees
Licenses and Fees
Taxes

“Advertising
Directors’ Fees
Miscellaneous
Uncollectable Accounts
Depreciation

TOTAL EXPENSES FROM OPERATIONS

See accompanying notes to financial statements.

Schedule 2-00

2015 2014
217,832.84 $  242,654.41
8,764.75 8,825.00
15,133.09 19,357.60
3,100.00 3,100.00
244,830.68 273,937.01
76,576.11 65,124.26
24,752.36 21,237.61
37,632.98 20,904.27
3,352.10 8,300.72
10,013.36 2,011.63
8,219.86 11,624.95
4,320.00 16,508.25
12,608.52 10,859.42
3,410.00 4,835.00
1,183.11 1,993.18
6,051.78 5,004.44
200.45 223.25
2,250.00 2,275.00
6,425.32 6,324.81
4,264.87 5,667.13
57,063.26 41,654.41
258,324.08 233,548.33




Schedule 2-00 cont'd

BECKHAM COUNTY RURAL WATER DISTRICT NO. 2
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION - CONTINUED
For Years Ended September 30, 2015 and 2014

Net Income (Loss) From Operations
Other Income (Expenses)
Other income/Reimbursements
Interest Earnings
Interest Expense

TOTAL OTHER INCOME (EXPENSES)

Net Income (Loss)

Net Position, Beginning of Year

Net Position, End of Year

See accompanying notes to financial statements.

2015 2014

$ (13,493.40) $ 40,388.68

1,000.00 22,000.00
354.32 567.87

(4,204.01) (7,641.86)
(2,849.69) 14,926.01
(16,343.09) 55,314.69
1,082,204.46 1,026,889.77

$ 1,065,861.37 $ 1,082,204.46




BECKHAM COUNTY RURAL WATER DISTRICT NO. 2

STATEMENT OF CASH FLOWS

For Years Ended September 30, 2015 and 2014

Cash Flows From Operating Activities:
Net Income (Loss) $
Adjustments to Reconcile Net Income
to Net Cash Provided From Operating Activities:

Depreciation
(Increase) Decrease in Receivables
(Increase) Decrease in Accrued Interest
(Increase) Decrease in Prepaids
Increase (Decrease) in Deposits
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Taxes Payable

Net Cash Provided From Operating Activities

Cash Flows From Investing Activities:
Capital Expenditures

Net Cash Provided (Used) by Investing Activities
Cash Flows From Financing Activities:
Cash Paid for Loans
Cash Received From Loans
Net Cash Provided (Used) by Financing Activities
Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year $

Supplemental Disclosures:
Operating Activities Reflect Interest Paid $

See accompanying notes to financial statements.

Schedule 3-00

2015 2014
(16,343.09) $  55,314.69
57,063.26 41,654.41
5,250.61 (602.66)
0.00 0.00
966.40 (320.76)
75.00 75.00
3,803.89 1,520.48
337.31 325.40
51,153.38 97,966.56
(54,272.47) (86,571.27)
(54,272.47) (86,571.27)
(21,371.87) (96,289.46)
0.00 0.00
(21,371.87) (96,289.46)
(24,490.96) (84,894.17)
153,047.32 238,841.49
129,456.36  $  153,947.32
420401 $ 7,641.86
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BECKHAM COUNTY RURAL WATER DISTRICT NO. 2
ERICK, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
September 30, 2015 and 2014

Sienificant Accounting Policies

Organization

Beckham County Rural Water District No. 2 is organized and operated as a water-supply
source for its members.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
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.

Basis of Accounting

The accrual basis of accounting is followed for all accounts. Revenues are recorded
when earned and accrued liabilities are recognized when incurred. This policy is in
accordance with accounting principles generally accepted in the United States of
America.

Major Funds

The new reporting model as defined in GASB Statement No. 34 sets forth minimum
criteria (percentage of the assets, liabilities, revenues, or expenditures/expenses, of either
fund category or the governmental and enterprise combined) for the determination of
major funds. The District’s major fund is the Enterprise Fund.



BECKHAM COUNTY RURAL WATER DISTRICT NO. 2
ERICK, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
September 30, 2015 and 2014

Significant Accounting Policies, (Continued)

Cash and Investments

Investments are recorded at cost. The District’s accounts are comprised as follows:

9-30-15 9-30-14
First American Bank, Erick, OK $ 75,786.93 $ 100,432.83
Great Plains National Bank, Sayre, OK 7,005.66 6,896.96
Great Plains National Bank, Sayre, OK 3,351.77 , 3,305.53
Great Plains National Bank, Sayre, OK 43,262.00 43,262.00
Petty Cash 50.00 50.00
Total Cash and Investments $ 129,456.36 $ 153,947.32

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the District considers all highly liquid
investments with a maturity of three (3) months or less when purchased to be cash
equivalents.

Accounts Receivable

Billings for accounts receivable at September 30, 2014, are 26,809.27. Allowance for
doubtful accounts was not computed on these balances because uncollectibles do not
have a material effect on the balance sheet.

Inventory

Inventory is valued at cost. Inventory consists of supplies necessary for the maintenance
and operation of the water system.



BECKHAM COUNTY RURAL WATER DISTRICT NO. 2
ERICK, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
September 30, 2015 and 2014

Significant Accounting Policies, (Continued)

Fixed Assets

Fixed assets are valued at cost. Depreciation is computed by use of the straight-line
method. The estimated useful lives of these assets are as follows:

Office Furniture and Fixtures 7 years

Equipment and Tools 7 years

Transportation Equipment 10 years

Lines and Storage 40 years
Restricted Assets

Under the terms of the original loan agreements, the Beckham County Rural Water
District No. 2, Erick, Oklahoma, must maintain a reserve fund. The original loan
agreements required the district to deposit into the reserve fund until a required balance
of $43,262.00 was reached.

A summary of the reserve fund is presented below:

9-30-15
Beginning Balance $ 43,262.00
Monthly Deposits 0.00
Interest 0.00
Transfers In 0.00
Ending Balance $ ' 43,262.00

The September 30, 2015, ending balance of $43,262.00 consists of a certificate of deposit
with Great Plains National Bank of Sayre, Oklahoma.

Federal Income Tax

The District is exempt from federal and state income taxes.



BECKHAM COUNTY RURAL WATER DISTRICT NO. 2
ERICK, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
September 30, 2015 and 2014

Significant Accounting Policies, (Continued)

Collateral Pledged

All funds were adequately insured by Federal Deposit Insurance Corporation and pledged
securities as of September 30, 2015.

Investment Interest Rate Risk:

Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The District has no investment policy that limits based on
maturity. The District discloses its exposure to interest rate risk by disclosing the
maturity dates of its various investments.

Concentration of Investment Credit Risk:

Exposure to concentration of credit risk is considered to exist when investments in any
one issuer represent a significant percent of total investments of the District. Investments
issued or explicitly guaranteed by the U.S. government and investments in mutual funds,
external investment pools, and other pooled investments are excluded from this
consideration. The District has no investment policy regarding concentration of credit
risk. At September 30, 2015, the District had no concentration of credit risk as defined
above.

Long-term Debt

The following is a summary of the breakdown of the current and long-term portions of all
BERKADIA loans:

9-30-15
Long-Term Current
Portion Portion Total
Loan #01-049580-1 $ 9,802.97 $ 9,62731 § 19,430.28
Loan #01-049580-3 1,245.24 2,474.40 3,719.64
Loan #01-049580-7 26,506.24 6,174.86 32,681.10
Loan #01-049580-9 18,318.58 3,885.89 22,204.47

Total Debt $ 55,873.03 § 22,162.46 § 78,035.49



BECKHAM COUNTY RURAL WATER DISTRICT NO. 2
ERICK, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
September 30, 2015 and 2014

Significant Accounting Policies, (Continued)

Long-term Debt-continued

The following is a summary of debt service requirements for the BERKADIA loans for
the next five years (all notes are aggregated into one total since terms and interest rate
(5%) are the same):

Year Ending Debt
Service

September 30, 2016 $ 22,162.46

September 30, 2017 21,616.65
September 30, 2018 11,116.53
September 30, 2019 11,685.28
September 30, 2020 10,751.32
September 30, 2021 703.25

The total interest paid on all debt for the year ended September 30, 2015, was $4,204.01.

Accumulated Unpaid Vacation and Sick Pay

At September 30, 2015, no determination of the aggregate dollar value of vacation or sick
pay had been made.

Subsequent Events

Management has evaluated subsequent events through December 4, 2015, which is the
date the financial statements were available to be issued and have determined that no
additional information needs to be added to the financial statements.
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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

The Honorable Board of Directors
Beckham County Rural Water District No. 2
Erick, Oklahoma

We have audited 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, the financial statements of the
business-type activities, and the aggregate remaining fund information of Beckham County Rural
Water District No. 2, Erick, Oklahoma, as of and for the years ended September 30, 2015 and 2014,
and the related notes to the financial statements, which collectively comprise Beckham County Rural -
Water District No. 2, Erick, Oklahoma’s basic financial statements, and have issued our report
thereon dated December 4, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Beckham County
Rural Water District No. 2, Erick, Oklahoma'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 entity’s internal control. Accordingly, we do not express an opinion on
the effectiveness of the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph 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. However, as described below, we identified a certain deficiency
in internal control that we consider to be a material weakness.

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. We consider the deficiency described in number one below to be a
material weakness.

MEMBER OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
MEMBER OF OKLAHOMA SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS



1. The inherent limitations resulting from a small number of employees performing functions
that would normally be divided among employees where there were a larger number
available prevents a proper segregation of accounting functions, which is necessary to assure
adequate internal accounting control.

. Compliance and Other Matters

As part of obtaining reasonable assurance about whether Beckham County Rural Water District No.
2, Erick, Oklahoma’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.

Entity’s Response to Findings

Beckham County Rural Water District No. 2, Erick, Oklahoma’s response to the finding identified in
our audit is described in number one below.

1. We agree that the inherent limitations resulting from a small number of employees performing
functions that would normally be divided among employees where there were a larger number
available prevents a proper segregation of accounting functions, which is necessary to assure
adequate internal accounting control. However, at this time, we feel that with our current
financial resources and budget, we cannot financially justify hiring another employee to help
segregate the accounting functions.

Beckham County Rural Water District No. 2, Erick, Oklahoma’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

This purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result 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.

Boadton Fpfesndott ¢ Mulli,
BRITTON, KUYKENDALL AND MILLER
Certified Public Accountants

Weatherford, Oklahoma
December 4, 2015

BRITTON, KUYKENDALL & MILLER ° CERTIFIED PUBLIC ACCOUNTANTS ® WEATHERFORD, OKLAHOMA 73098



L 1vL'9 $

1BYEL 61°600°C G10z/1e/0l uonesuadwoy SO dnoig) soueINssy YMHO
00001 pleH uogisod Ag
Aepid puog Jueig Al
ADY ‘doud jeuosiad pue sbulpiing 'y
abeisnon) Auadoid Il
000's2 sbewe( (eoisAyd oy 'O
00062 ebeweq Auedoid g
000621 Ainlu Ajipog v
afeionon) oy ssauisng |
000°000°1 . 8%UBMNDDQ Jod oiebalbby
000°'sZL SUOISSILWQ pue siouT '
00062l Ainfuj [euosiad 'O
000'GZ sbeweq Ausdold g
000'GZ} $ Ainfup Aipog 'V
05°ZL¥'9 $ G.'8L9'6 $  9L0Z/L/9 abelanod Ajigert || dnoi9 soueINSsY YMYO 80101
NWNINTHd WNINZTHd aivd INNONY FOVHINOD ANVANOD . HALNON
aivd3add TVANNY NOILVHIdXE ADINOd

¥10Z Pue G102 ‘0¢ Joquisydag papug Sies\ Jod
SINNINTYd AIVdIdd ANV 3OVHIAOD FONVHNSNI 40 FTNATHOS
Z "ON 1911SI0 H3LYAM Tvainy ALNNOD WYHMOZE



