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RAHHAL HENDERSON JOHNSON, PLLC
CERTIFKIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

The Board of Trustees
Cleveland County Home Loan Authority
Norman, Oklahoma

W We have audited the accompanying financial statements of Cleveland County Home Loan Authority
(a public trust and agency of the State of Oklahoma, a component unit of Cleveland County, Oklahoma)
as of and for the year ended June 30, 2013 and the related notes to the financial statements, as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our 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 opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Cleveland County Home Loan Authority as of June 30, 2013, and the changes in financial
position and 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 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 the 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 the missing information.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Cleveland County Home Loan Authority’s basic financial statements. The combining financial
statements are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

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



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 16, 2014, on
our consideration of the Cleveland County Home Loan 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 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 in considering Cleveland County Home Loan
Authority’s internal control over financial reporting and compliance

Vool Wwd»wa»\.%mmm, PLLC

Ardmore, Oklahoma
May 16, 2014
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Cleveland County Home Loan Authority
Statement of Net Position
June 30, 2013

ASSETS
Current Assets
Cash and Cash Equivalents $ 1,396,463
Total Current Assets 1,396,463

Noncurrent assets
Restricted assets

Cash and Cash Equivalents 302,645
Investments 6,825,993
Total Restricted Assets 7,128,638
Capital assets not being depreciated 22,500
Capital assets being depreciated 1,723,967
Total Assets $ 10,271,568

LIABILITIES AND NET POSITION
Current Liabilities

Interest Payable $ 40,823
Current Maturities of Bonds Payable 105,999
Total Current Liabilities 146,822
Noncurrent Liabilities
Bonds Payable 6,647,599
Total Liabilities 6,794,421
Net Position
Invested in Capital Assets 1,746,467
Restricted for Single Family Bonds 334,217
Unrestricted 1,396,463
Total Net Position 3,477,147
Total Liabilities and Net Position $ 10,271,568

The notes to the financial statements are an integral part of this statement
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Cleveland County Home Loan Authority
Statement of Revenues, Expenses and Changes in Fund Net Position
For the Year Ended June 30, 2013

REVENUES
Investment Income
Program Loans and Bonds $ 606,190
Net Change in Fair Value of Investments (258,403)
Participation Fees and Other Income 35,204
Total Revenues 382,991
EXPENSES
Interest 570,019
Legal 13,200
Trustee, Issuer and Other Fees 49,377
Depreciation 50,293
Other General and Administrative 40,166
Total Expenses 723,055
Operating Net Income (Loss) (340,064)
Nonoperating
Gain from Debt Extinguishment 49,718
CHANGE IN NET POSITION (290,346)
NET POSITION, BEGINNING OF YEAR 3,767,493

The notes to the financial statements are an integral part of this statement
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Cleveland County Home Loan Authority
Statement of Cash Flows
For the Year Ended June 30, 2013

OPERATING ACTIVITIES

Cash received from fees $ 35,204
Cash received from program loan repayments 13,216,675
Payments for trustee and other fees (159,093)
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 13,092,786
NONCAPITAL FINANCING ACTIVITIES
Principal paid on bonds payable $ (13,707,482)
Interest paid on bonds payable (577,202)
Proceeds from debt extinguishment 674,916
Payment of bond issuance costs (61,500)
NET CASH (USED) BY NONCAPITAL
FINANCING ACTIVITIES $ (13,671,268)
NET CHANGE IN CASH $ (605,872)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 2,304,980
CASH AND CASH EQUIVALENTS, END OF YEAR $ 1,699,108

As shown on Statement of Net Assets

Current cash and cash equivalents $ 1,396,463
Restricted cash and cash equivalents 302,645
$_ 1699108

Reconciliation of Change in Net Position to Net Cash Used by Operations

Adjustments to reconcile Change in Net Position to
Net Cash Used by Operations

Change in Net Assets $  (340,064)
Depreciation 50,293
Interest Expense on Bonds 570,019
Program Loan Repayments 12,538,589
Amortization of Fees and Finance Costs (55,836)
Change in Fair Value of Investments 258,403
Net Change in Other Assets and Liabilties 71,382

$ 13,002,786

SUPPLEMENTAL DISCLOSURE
Non-cash increase in zero coupon bond 3 60,717

The notes to the financial statements are an integral part of this statement
7



NOTES TO FINANCIAL STATEMENTS



Cleveland County Home Loan Authority
Notes to Financial Statements
June 30, 2013

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

The Cleveland County Home Loan Authority (the Authority) is a public trust and agency of the State
of Oklahoma. It was created by a Trust Indenture dated October 10, 1978 and amended pursuant to
resolutions of the Trustees of the Authority and the Board of County Commissioners of Cleveland
County, Oklahoma for the use and benefit of the County of Cleveland, Oklahoma (Beneficiary)
under authority of and pursuant to provisions of Title 60, Section 176-180.4, inclusive, and all
applicable statutes and laws of the State of Oklahoma.

The Authority by virtue of common control and dependence is a component unit of Cleveland
County, Oklahoma. The Board of County Commissioners appoints Trustees of the Authority. The
Trustees are citizens and residents of Cleveland County, as set forth in the Trust Indenture. Upon
expiration of any Trustee’s term in office, the appointment of a successor Trustee will be made by a
majority vote of the Board of County Commissioners. The financial activities of Cleveland County
and its other component units are not included in the financial statements of the Authority.

Purposes of the Trust

e To assist the Beneficiary, its governmental agencies, municipalities and private entities,
agencies and citizens in making the most efficient use of their resources and powers in
providing housing for low to moderate income residential use of every type in accordance
with the needs and benefits of the Beneficiary, in order to lessen the burdens on
governments.

e Toformulate, develop and administer or utilize short and long range studies, programs, plans
or activities relating to the improvement of housing for residential use or economic and
environmental conditions of residents of the Beneficiary, in order to provide, as appropriate
assistance, services, facilities and resources for the benefit of the people of the Beneficiary.

e To promote the development of adequate low to moderate income residential use housing
within the territorial limits of the Beneficiary whether single family dwellings or multi-
family dwellings.

Financial Statement Presentation

The accompanying financial statements have been prepared in conformity with generally accepted
accounting principles as prescribed by the Government Accounting Standards Board (GASB).
Pursuant to the Authority’s bond obligation resolutions, separate funds are established by each
trustee bank to record all transactions relating to the Authority’s programs financed under each
resolution. Within each fund, there is a group of accounts required by the respective resolutions. The



Cleveland County Home Loan Authority
Notes to Financial Statements
June 30, 2013

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Statement Presentation (continued)

single family bond funds and the general fund have been presented on a combined basis because the
Authority is considered a single proprietary fund for financial reporting purposes.

Basis of Accounting

The Authority accounts for its activities within a proprietary fund. The Authority’s activities meet
the definition of an enterprise fund because it is the intent of the Authority to recover, primarily
through user charges, the cost of providing goods or services to the general public.

The proprietary fund type is accounted for on a flow of economic resources measurement focus.
With this measurement focus, all assets and all liabilities associated with the operation of this fund
are included on the statement of net position. Proprietary fund operating statements present increases
(e.g., revenues) and decreases (e.g., expenses) in total net position. The accrual basis of accounting
is utilized by the proprietary fund. Under this basis of accounting, revenues are recognized when
earned and expenses are recognized when the liability is incurred.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services in connection with a proprietary
fund’s principal ongoing operations. Revenues and expenses not meeting this definition are reported
as nonoperating revenues and expenses.

Use of 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 disclosures of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.
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Cleveland County Home Loan Authority
Notes to Financial Statements
June 30, 2013

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Cash Equivalents

The Authority has defined cash and cash equivalents to include demand deposits, cash with trustees
and highly liquid investments with original maturities of three months or less.

Investments

The investments within the bond programs are generally restricted by the various bond resolutions as
to authorized investments. Short-term investments are held in guaranteed investment contracts or
money market accounts collateralized by government securities. These short-term investments are
reported at cost, which approximates market values.

U.S. government and agency securities, guaranteed investment contracts and mortgage-backed
securities are reported at fair value as determined by the investment custodians, utilizing prices
quoted by securities dealers, brokers, investment banks or other services at the valuation date.

Pooled loans reported by the single family bond programs are pass-through certificates of the
Government National Mortgage Association (GNMA) and Federal National Mortgage Association
(FNMA) which securitize qualified pools of loans or individual loans under respective programs.
These securities are reported at fair value. Mortgage-backed securities do not have a contractual
maturity date, and the Authority may be subject to the risk of prepayment on these mortgage-backed
securities.

Bond Premium and Issuance Costs

The bond premiums and costs associated with bond issues are being amortized over the life of the
bonds using the straight-line method.

Restrictions of Net Position

The use of assets of each single family bond program fund is restricted by the related bond
resolution. Certain amounts in the program funds are considered subject to the restriction that they
may be applied to the financing of housing for the respective program purposes or to the retirement
of obligations issued for such purposes. When the Authority incurs an expense for which it may use
either restricted or unrestricted net position, it uses restricted net position first.

11



Cleveland County Home Loan Authority
Notes to Financial Statements
June 30, 2013

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Capital Assets

Capital assets being depreciated are buildings and a parking lot. These assets are recorded at cost
and depreciated over a useful life of 40 years on a straight-line basis. Capital assets not being
depreciated are land.

Il. CASH AND INVESTMENTS

Custodial Credit Risk

For deposits, custodial credit risk is the risk that in the event of a bank failure, the Authority’s
deposits may not be returned to it. The Authority does not have a policy for custodial credit risk
but follow state law related to collateral requirements. As of June 30, 2013, $1,146,463 of the
Authority’s bank balance was exposed to custodial credit risk as uninsured and uncollateralized

As of June 30, 2013, $302,645 restricted cash within the single family bond funds consists of money
market mutual funds held at trustee banks. These funds are classified as investments for the purposes
of disclosure requirements and therefore are not subject to custodial credit risk. For presentation on
the face of the statement of net position, these funds are classified as cash equivalents. Additionally,
these amounts are not insured by the FDIC and are not obligations of or guaranteed by the trustee
bank.

For investments, custodial credit risk is the risk that, in the event of the failure of the counterparty,
the Authority will not be able to recover the value of its investments or collateral securities that are
in the possession of an outside party. All of the Authority’s investments are held in the Authority’s
name so are not subject to custodial credit risk.

Concentration of Investment Credit Risk

The Authority places no limit on the amount that may be invested in one issuer. More than 5% of the
Authority’s investments are in GNMA and FNMA pooled loans These investments are 100% of the
Authority’s total investments and are reported in the single family bond funds.

Investment Credit Risk

The Authority’s investments in Federal National Mortgage Association bonds were rated AA+
by by Standard & Poor’s and Aaa by Moody’s Investors Service.

12



Cleveland County Home Loan Authority
Notes to Financial Statements
June 30, 2013

1. CASH AND INVESTMENTS (continued)

Investment Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will reduce the fair value of a government’s
investments. The longer the period until an investment matures, the greater the negative impact that
changes in interest rates can have on fair value. The Authority does not have a policy to manage
exposure. The Authority’s investments in securities and related maturities are listed below:

Investment Type Fair Value Less Than 1 1-5 6-10
Federal National Mortgage Association
Coupon Bond $ 745621 $ - $745621 $ -
$ - $745621 $ -
GNMA Pooled Loans 3,528,714
FNMA Pooled Loans 2,551,658
$ 6825993

As shown in the statement of net assets

Restricted
Investments 6,825,993

6,825,993

&H|&H

I1. BONDS AND NOTES PAYABLE

The single family program bonds are generally payable in annual and semiannual installments and
are subject to mandatory sinking fund requirements. These bonds are special obligations of the
Authority, payable solely from the income and receipts of these indentures. These bonds are secured
by mortgage loans and other assets of their respective indentures and are repaid as the mortgage
lenders remit principal and interest from the mortgage loans to GNMA and FNMA. GNMA and
FNMA then in turn pay down on the certificates held by the Trustee. The Trustee makes monthly
payments of principal and interest to the bondholders.

Bonds and notes payable as of June 30, 2013, and changes for the fiscal year then ended are as
follows:

13



Cleveland County Home Loan Authority
Notes to Financial Statements
June 30, 2013

Il. BONDS AND NOTES PAYABLE (continued)

Single Family Average Interest Maturity Beginning
Revenue Bonds Issued Rate Through Balance Additions Reductions Ending Balance Current Portion
1991A 7/15/1991 9.68% 7/15/2014  $ 604,744  $ 60,717  $ - $ 665,461 $
Variable converting
2004 11/1/2004 to fixed rate 11/1/2037 7,593,306 1,787,482 5,805,824 105,999
Variable converting
2009 12/21/2009 to fixed rate Called 11,920,000 11,920,000 - -
$ 20,118,050 $ 60,717 $ 13,707,482 $ 6471285 $ 105,999
plus bond premium 342,347 82,561 259,786
$ 20,460,397 $ 60,717 $ 13,790,043 $ 6,731,071

Variable Rate Terms: The interest rate on the bonds is initially set at a short term rate defined in the bond indenture. The rate is adjusted to a

permanent rate on each certicate issue date.

Debt requirements on bonds payable as of June 30, 2013, are as follows:

Principal and
Interest Less Interest  Total Principal

2014 $ 425527 $ 319528 $ 105,999
2015 397,861 286,675 111,186
2016 425,529 307,704 117,825
2017 425,531 300,666 124,865
2018 1,175,528 377,746 797,782
2019-2023 2,127,644 1,337,587 790,057
2024-2028 2,118,376 1,062,371 1,056,005
2029-2033 2,127,636 716,084 1,411,552
Thereafter 2,208,557 252,543 1,956,014
Total $ 11,432,189 4,960,904 $ 6,471,285

IV. RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts, theft, damage and destruction of
assets and natural disasters. The Authority purchases commercial insurance as a member of the
Association of County Commissioners of Oklahoma Self-Insurance Group (“ACCO-SIG”) for
property and liability insurance. The Authority pays a premium to the group for participation each

year.

14



Cleveland County Home Loan Authority
Notes to Financial Statements
June 30, 2013

V. CAPITAL ASSETS

As of June 30, 2013, capital assets consisted of the following:

Beginning Ending
Balance Increases Decreases Balance
Capital assets, not being depreciated
Land $ 22,500 $ - $ - $ 22,500
Capital assets, being depreciated
Buildings 1,648,483 27,390 - 1,675,873
District #2 Maintenance Building 57,029 - - 57,029
Sheriff Sub Station 144,383 - - 144,383
Fairgrounds Road 25,936 - - 25,936
Parking Lot 47,716 - - 47,716
Building Addition 60,765 - - 60,765
Total capital assets, being depreciated 1,984,312 27,390 - 2,011,702
Less Accumulated Depreciation (237,442) (50,293) - (287,735)
Total capital assets, being depreciated, net 1,746,870 (22,903) - 1,723,967
Business-type activities capital assets, net $ 1,769,370 $ (22,903) $ - $ 1,746,467

VI. LEASE OF PROPERTY

The Authority leases a building to a local business. The property under this lease at June 30, 2013 is
$366,076 carrying value. The initial term in December, 2003 was five years. The tenant has two
consecutive options to extend the term of the lease for an additional five years each. Annual base
rent was $24,000 per year for the next five year lease term which ends December, 2017.

VIl. DEBT EXTINGUISHMENT

February, 2013, the 2009 Single Family Revenue Bonds were called. The Authority
achieved an economic gain of approximately $8,196,000.

15
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Cleveland County Home Loan Authority
Single Family Mortgage Revenue Bond Funds

Supplemental Combining Schedule of Net Position

ASSETS
Noncurrent assets
Restricted assets
Cash and Cash Equivalents
Investments
Deferred bond issuance costs, net

Total Assets
LIABILITIES AND NET POSITION
Current Liabilities

Interest Payable
Current Maturities of Bonds Payable

Total Current Liabilities

Noncurrent Liabilities
Bonds Payable

Total Noncurrent Liabilities
Total Liabilities

Net Position
Restricted for Single Family Bonds

Total Liabilities
and Net Position

June 30, 2013

Mortgage
Revenue Single Family Single Family
Bonds Series Series Series
1991A 2004 2009 Total
$ - $ 302,645 $ - $ 302,645
745,628 6,080,365 - 6,825,993
$ 745,628 6,383,010 - $ 7,128,638
$ 13,424 $ 27,399 $ - $ 40,823
- 105,999 - 105,999
13,424 133,398 - 146,822
687,987 5,959,612 - 6,647,599
687,987 5,959,612 - 6,647,599
701,411 6,093,010 - 6,794,421
44,217 290,000 - 334,217
$ 745,628 $ 6,383,010 $ - $ 7,128,638
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Cleveland County Home Loan Authority
Single Family Mortgage Revenue Bond Funds
Supplemental Combining Schedule of Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2013

Mortgage
Revenue Single Family Single Family
Bonds Series Series Series
1991A 2004 2009 Total
REVENUES
Interest Income
Program Loans and Bonds $ 58,627 $ 320,798 $ 226,765 $ 606,190
Net Change in Fair Value of Investments (49,544) (208,859) - (258,403)
Participation Fees and Other Income - - 79 79
Total Revenue 9,083 111,939 226,844 347,866
EXPENSES
Interest 61,942 299,783 208,294 570,019
Trustee, Issuer and Other Fees - 24,002 103,786 127,788
Total Expenses 61,942 323,785 312,080 697,807
Operating Income (Loss) (52,859) (211,846) (85,236) (349,941)
Nonoperating
Gain on Debt Extinguishment - - 49,718 49,718
CHANGE IN NET POSITION (52,859) (211,846) (35,518) (300,223)
NET POSITION, BEGINNING OF YEAR 97,076 501,846 35,518 634,440
NET POSITION, END OF YEAR $ 44,217 $ 290,000 $ - $ 334,217
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Cleveland County Home Loan Authority
Supplemental Combining Schedule of Net Position

ASSETS
Current Assets
Cash and Cash Equivalents

Total Current Assets

Noncurrent assets
Restricted assets

Cash and Cash Equivalents
Investments

Total Restricted Assets

Capital assets not being depreciated
Capital assets being depreciated

Total Assets

LIABILITIES AND NET POSITION
Current Liabilities

Interest Payable

Current Maturities of Bonds Payable

Total Current Liabilities

Noncurrent Liabilities
Bonds Payable

Total Noncurrent Liabilities
Total Liabilities
Net Position
Invested in Capital Assets

Restricted for Single Family Bonds
Unrestricted

Total Net Position

Total Liabilities and Net Position

June 30, 2013

Single Family Agency Combined
Bond Programs General Fund Totals

$ - $ 1,396,463 $ 1,396,463
- 1,396,463 1,396,463
302,645 - 302,645
6,825,993 - 6,825,993
7,128,638 - 7,128,638
- 22,500 22,500
- 1,723,967 1,723,967
$ 7,128,638 $ 3,142,930 $ 10,271,568
40,823 - 40,823
105,999 - 105,999
146,822 - 146,822
6,647,599 - 6,647,599
6,647,599 - 6,647,599
6,794,421 - 6,794,421
- 1,746,467 1,746,467
334,217 - 334,217
- 1,396,463 1,396,463
334,217 3,142,930 3,477,147
$ 7,128,638 $ 3,142,930 $ 10,271,568
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Cleveland County Home Loan Authority

Supplemental Combining Schedule of Revenues, Expenses and Changes in Net Asset

For the Year Ended June 30, 2013

REVENUES
Investment Income
Program Loans and Bonds
Net Change in Fair Value of Investments
Participation Fees and Other Income

Total Revenues

EXPENSES
Interest
Legal
Trustee, Issuer and Other Fees
Depreciation
Other General and Administrative

Total Expenses

Operating Income (Loss)

Nonoperating
Gain on Debt Extinguishment

CHANGE IN NET POSITION
NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

Single Family

Bond Programs

$ 606,190
(258,403)
79

347,866

570,019

127,788

697,807

(349,941)

49,718

(300,223)
634,440

$ 334,217

20

Agency Eliminating Combined
General Fund Entries Totals
$ - - $ 606,190
. - (258,403)
113,536 (78,411) 35,204
113,536 (78,411) 382,991
- - 570,019
13,200 - 13,200
- (78,411) 49,377
50,293 - 50,293
40,166 - 40,166
103,659 (78,411) 723,055
9,877 - (340,064)
- - 49,718
9,877 - (290,346)
3,133,053 - 3,767,493
$ 3,142,930 - $ 3,477,147




Cleveland County Home Loan Authority
Supplemental Combining Schedule of Cash Flows
For the Year Ended June 30, 2013

Single Family Agency Eliminating Combined
Bond Programs General Fund Entries Totals
OPERATING ACTIVITIES
Cash received from fees $ 79 $ 113,536 $ (78,411) % 35,204
Cash received from program loan repayments 13,216,675 - - 13,216,675
Payments for trustee and other fees (183,624) (53,880) 78,411 (159,093)
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 13,033,130 $ 59,656 $ - $ 13,092,786
NONCAPITAL FINANCING ACTIVITIES
Principal paid on bonds payable $ (13,707,482) $ - $ - $ (13,707,482)
Interest paid on bonds payable (577,202) - - (577,202)
Proceeds from debt extinguishment 29,366 - 645,550 674,916
Fund Repaid - 645,550 (645,550) -
Payment of bond issuance costs (61,500) - - (61,500)
NET CASH (USED) BY NONCAPITAL
FINANCING ACTIVITIES $ (14316,818) $ 645550 $ - $ (13,671,268)
NET CHANGE IN CASH $  (1,283,688) $ 677,816 $ (605,872)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 1,586,333 718,647 2,304,980
CASH AND CASH EQUIVALENTS, END OF YEAR $ 302,645 $ 1,396,463 $ 1,699,108

Reconciliation of Change in Net Position to Net Cash Used by Operations

Change in Net Position $ (349,941) $ 9,877 $ (340,064)
Adjustments

Depreciation - 50,293 50,293
Interest Expense on Bonds 570,019 - 570,019
Program Loan Repayments 12,538,589 - 12,538,589
Purchase of Program Loans - - -
Amortization of Fees and Finance Costs (55,836) - (55,836)
Change in Fair Value of Investments 258,403 - 258,403
Net Change in Other Assets and Liabilties 71,896 (514) 71,382

$ 13,033,130 $ 59,656 $ 13,092,786
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ON INTERNAL CONTROL AND COMPLIANCE
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RAHHAL HENDERSON JOHNSON, PLLC
CERTIFKIED PUBLIC ACCOUNTANMTS

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

Board of Trustees
Cleveland County Home Loan Authority
Norman, Oklahoma

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, the financial statements of Cleveland County
Home Loan Authority as of and for the year ended June 30, 2013, and the related notes to the financial
statements and have issued our report thereon dated May 16, 2014. Our report included a paragraph
indicating that management omitted Management’s Discussion and Analysis that accounting principles
generally accepted in the United States of America required to be presented to supplement the basic
financial statements. Our opinion on the basic financial statements was not affected by this missing
information.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Cleveland County Home Loan Authority’s internal
control over financial reporting (internal control) in order to determine the auditing 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 Cleveland County Home Loan
Authority’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Cleveland County Home Loan 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
defienciency is a defiency, or a combination of deficiencies, in internal control that is less sever than a
material weakness, yet importanat enough to merit attention by those charged with governance.
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Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be material weaknesses or significant deficiencies. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Cleveland County Home Loan 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 the following instance of noncompliance
or other matters that is required to be reported under Government Auditing Standards.

Condition: The Authority did not maintain proper collateral for deposits in excess of Federal Deposit
Insurance.

Criteria: Title 62-511,517.4 requires the custodian of public funds to secure proper collateral for sums
deposted in excess of deposits insured by Federal Deposit Insurance Corporation.

Cause: The Authority failed to obtain collateral from the banking institution holding the funds after the
call of the 2009 bonds which increased the cash deposits.

Effect: Approximately $1,146,000 was uncollateralized and uninsured as of June 30, 2013.
Recommendation:The Authority needs to obtain collateral for funds that exceed Federal Deposit
Insuance.

View of Responsible Officials: The Authority is aware of the need to obtain this collateral and this was
an oversight that will be corrected

Cleveland County Home Loan Authority’s Response to Findings

Cleveland County Home Loan Authority’s response to the findings identified in our audit is described
previously. Cleveland County Home Loan Authority’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.
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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 Governement Auditing Statndards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Yool Wwdzwmgpﬁmm, PLLC

Ardmore, Oklahoma
May 16, 2014
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