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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Choctaw County Rural Water and Sewer District No. 1
Grant, Oklahoma

We have audited the accompanying financial statements of the business-type activities of
the Choctaw County Rural Water and Sewer District No. 1 (the District), Grant,
Oklahoma, as of and for the year ended October 31, 2017, 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. Management is also responsible for 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 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 misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the District’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 District’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
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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
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the business-type activities of the District as
of October 31, 2017, and the respective changes in financial position and cash flows
thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Other Matters

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 5 - 8 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 supplemental 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 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 also issued our report dated
January 10, 2018 on our consideration of the Authority’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting or on
compliance and the results of that testing and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the
Authority’s internal control over financial reporting and compliance.

Sanders, Bledsoe & Hewett
Certified Public Accountants, LLP

January 10, 2018
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RURAL WATER AND SEWER DIST#1, CHOCTAW COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 1, 2017

Our discussion and analysis of the Rural Water & Sewer Dist#1, Choctaw County’s
financial performance provides an overview of the District’s financial activities for
the fiscal year ended October 31, 2017. Please read it in conjunction with the
District’s financial statements that begin on page 12

FINANCIAL HIGHLIGHTS

 The District has over 850 users on its system.
 The District’s Net position decreased $107,854 for the current fiscal year.
 The District’s operating revenues exceeded operating expenses by $6,428.

During the 2016-17 fiscal year, the District actually brought in $697,834 and
spent $691,406.

 The District obtained new financing in 2016-17 from OWRB, and used these
proceeds to pay off all their prior revenue bonds.

Using This Report

This annual report is presented in a format consistent with the presentation
requirements of the Governmental Accounting Standards Board (GASB)
Statement No.34 as applicable to the District’s basis of accounting.

Basis of Accounting

The District has elected to present its financial statements in the accrual basis of
accounting. According to the accrual basis, revenues are recorded when earned
and expenses are recognized when incurred. This policy is in accordance with
generally accepted accounting principles.

The Financial Statement

One of the most important questions asked about the District’s finances is, “Is the
District as a whole better or worse off as a result of the year’s activities?” The
Statement of Net Position, the Statement of Revenues, Expenses and Changes in
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the Statement of Cash Flows report information about the District and its
activities in a way that helps answer this question.

These three statements report the District’s net position and the changes in them.
You can think of the District’s net position-the difference between assets and
liabilities - as one way to measure the District’s financial position. Over time,
increases in the District’s net position are one indicator of whether its financial
health is improving or deteriorating. You will need to consider other nonfinancial
factors, however, such as changes in water rates paid or charged and the
condition of the District’s water system, to assess the overall health of the
District.

The District has only one type of fund or activity, which is defined as Business-type
activities. This is considered a proprietary fund. This means the District charges a
fee to customers to help it cover all or most of the cost of certain services it
provides.

Net Position, and Changes in Net Position

The Districts Net Position was lower in 2016-17, decreasing from $1,828,784 to
$1,720,930. In 2015-16, net assets increased by $26,541. Our analysis below
focuses on the Net Position (Table1) and in Net position (Table 2) of the District’s
business-type activities.

Table 1- Net Position:

2016-17 2015-16 Variances

Assets :

Current and other assets $598,967 $732,839 ($133,872)

Non-Current Assets $180,471 $493,842 ($313,371)

Capital Assets $2,754,510 $2,684,089 $70,421

Total Assets $3,533,948 $3,910,770 ($376,822)

Liabilities :

Current Liabilities $88,018 $156,986 $68,968
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Non-Current Liabilities $1,725,000 $1,925,000 $200,000

Total Liabilities $1,813,018 $2,081,986 $268,968

Net Position:

Invest. In capital assets, net

Of relates debt $959,510 $719,089 $240,421

Restricted $136,140 $138,675 ($2,535)

Unrestricted $625,280 $971,020 ($345,740)

Total Net Position $1,720,930 $1,828,784 ($107,854)

Net Position of the District decreased by 5.89% ($1,720,930 compared to
$1,828,784). Unrestricted net position-the part of net position that can be used to
finance day-to-day operations without constraints established by debt covenants,
enabling legislation, or other legal requirements-decreased from $971,020 to
$625,280.

Table 2- Changes in Net position:

2016-17 2015-16 Variances

Expenses:

Total expenses $927,270 $692,699 ($234,571)

Program Revenue:

Total program revenue $697,834 $694,509 $3,225

Net program income ($229,436) $1,810 ($231,346)

General Revenues:

Interest and dividends $2,112 $3,659 ($1,547)

Miscellaneous $119,470 $21,072 $98,398

Total general revenues $121,582 $24,731 $96,851
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Change in net assets ($107,854) $26,541 ($81,313)

Net Assets-beginning of year       $1,828,784 $1,802,243 $26,541

Net Assets-end of year $1,720,930 $1,828,784 ($107,854)

The District’s total revenue increased by 13.9 percent ($100,176). The total cost of
all services increased by 33.86 percent ($234,571).

Fixed Assets

At October 31, 2017, the District had $2,754,510 invested in fixed assets, net of
depreciation, including land, the water system, treatment plant, vehicles and
equipment. In 2016-2017, the District added $197,369 in additions to fixed assets,
including a 4” water loop, a mower and trailer. The District considers any item
purchased in excess of $1000. And a useful life of over three years, to be classified
as a fixed asset.

Long-Term Debt

The District has outstanding Revenue Bonds with Okla Water Resources Board.
These bonds were incurred to pay off prior debt, and make various improvements
and expansions over the years. On October 31, 2017, the District had outstanding
long-term debt of $1,795,000. The balances of these bonds are shown in detail in
the notes section of this audit report on page 17.

Economic Factors and Next Year’s Budget and Rates

For the upcoming fiscal year ending October 31, 2018, the District’s operating
budget is fairly consistent with prior years.

Contacting the District’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 District Office at P.O. Box 63,
Grant, OK or call (580) 326-7777



8

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 Directors
Choctaw County Rural Water and Sewer District No. 1
Grant, 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 accompanying financial statements of the Choctaw County Rural Water and Sewer
District No. 1 (the District), Grant, Oklahoma, as of and for the year ended October 31,
2017, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements and have issued our report thereon dated January 10,
2018.

Internal Control Over Financial Reporting
Management of the District is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing our audit of the
financial statements, we considered the District’s internal control over financial reporting
in order to determine our auditing procedures that are appropriate 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 District’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control over financial
reporting.

Our consideration of the internal control over financial reporting 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. We identified no deficiencies in the internal controls that we
considered to be material weaknesses.

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
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weakness is a deficiency, or combination of deficiencies, in internal control such that
there is a reasonable possibility that a material misstatement of the District’s financial
statements will not be prevented or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those
charged with governance.

Compliance
As part of obtaining reasonable assurance about whether the District’s financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grants, 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 that are required to be reported
under Government Auditing Standards.

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 District’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 District’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Sanders, Bledsoe & Hewett
Certified Public Accountants, LLP

January 10, 2018
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CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO.1
DISPOSITION OF PRIOR YEAR’S SIGNIFICANT DEFICIENCIES

OCTOBER 31, 2017

There were no prior year significant deficiencies.
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CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO. 1
SCHEDULE OF AUDIT RESULTS, FINDINGS AND QUESTIONED COSTS

OCTOBER 31, 2017

Section 1 – Summary of Auditor’s Results:

1. An unmodified opinion was issued on the financial statements.

2. The audit disclosed no significant deficiencies in the internal controls.

3. The audit disclosed no instances of noncompliance.

Section 2 – Findings relating to the financial statements required to be reported in
accordance with GAGAS:

NONE



(Memo Only)
ASSETS- 2017 2016

Current Assets:
     Cash on hand 100 100
     Cash in bank 258,548 390,469
     Investments 179,019 176,907
     Accounts receivable 79,228 66,969
     Supplies Inventory 72,795 83,133
     Prepaid insurance 9,277 15,261

Total current assets 598,967 732,839

Non-Current Assets:
     Bond trustee accounts 121,475 441,788
     Bond issuance costs 58,996 52,054

Total non-current assets 180,471 493,842

Capital Assets:
     Office furniture and fixtures 38,585 38,585
     Equipment and tools 214,718 169,280
     Transportation equipment 120,858 120,858
     Water and sewer system 4,399,518 4,247,587
     Buildings 55,941 55,941
     Land and water rights 93,745 93,745
           Total capital assets 4,923,365 4,725,996
              Less accumulated depreciation (2,168,855) (2,041,907)

           Total capital assets (net) 2,754,510 2,684,089

TOTAL ASSETS 3,533,948$ 3,910,770

LIABILITIES-

Current Liabilities:
     Accounts payable 18,018$ 13,672

 Debt services payable 0 103,314
     Current portion due within one year 70,000 40,000

Total current liabilities 88,018 156,986

Non-Current Liabilities:
      Revenue bonds payable 1,725,000 1,925,000

Total Liabilities 1,813,018 2,081,986

NET POSITION-

Invested in capital assets, net of related debt 959,510 719,089
Restricted for debt service 136,140 138,675
Unrestricted 625,280 971,020

Total Net Position 1,720,930 1,828,784

TOTAL LIABILITIES & NET POSITION 3,533,948$ 3,910,770

The accompanying notes are an integral part of the financial statements

CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO. 1
STATEMENT OF NET POSITION

OCTOBER 31, 2017

October 31,

12



(Memo Only)
2016-17 2015-16

Revenue from Operations:
     Water sales 642,802$ 641,792
     Sewer sales 25,607 25,468
     Installation 7,712 7,700
     Reconnect fees 8,011 5,797
     Miscellaneous 2,042 391
     Late charges 9,560 7,548
     Deposits 2,100 5,813
          Total revenue from operations 697,834 694,509

Expenses from Operations:
     Salaries 182,102 184,203
     Taxes 22,772 21,821
     Professional fees 17,286 11,119
     Contract labor 5,317 10,122
     Utilities 26,271 20,023
     Insurance 49,816 39,813
     Repairs and maintenance 197,690 66,140
     Gas and oil 11,707 7,073
     Membership fees, dues and permits 14,038 6,681
     Telephone 3,595 3,598
     Office materials and supplies 5,364 10,171
     Water purchases 7,045 20,560
     Depreciation 126,948 122,062
     Amortization 3,058 2,519
     Vehicle maintenance 5,489 4,553
     Postage 4,635 4,226
     Bad debts 375 19,124
     Miscellaneous 2,556 11,952
     Uniforms 5,342 6,212
          Total expenses from operations 691,406 571,972

Net Income (Loss) from Operations 6,428 122,537

Non-Operating Income/Expense:
     Interest revenue 2,112 3,659
     Reimbursement from ODOT 115,920 20,622
     Memberships 3,550 450
     Line relocations - ODOT (115,920) (20,622)
     Interest expense on debt payments (119,944) (100,105)
          Total non-operating income/expense (114,282) (95,996)

Change in net position - net income (loss) (107,854) 26,541

Net Position - beginning of year 1,828,784 1,802,243

Net Position - end of year 1,720,930$ 1,828,784

The accompanying notes are an integral part of the financial statements

CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO. 1
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED OCTOBER 31, 2017

13



(Memo Only)
2016-17 2015-16

Cash Flows from Operating Activities:
Cash received from customers 699,625$ 661,880
Cash payments to employees (177,756) (181,411)
Cash payments to suppliers for goods and contractors and other services (480,340) (206,809)

          Net Cash Provided by Operating Activities 41,529 273,660

Cash Flows from Investing Activities:
Capital assets purchased (197,369) (295,485)
Membership units 3,550 448
ODOT reimbursements 115,920 20,622
Line relocations - ODOT (115,920) (20,622)
Interest and dividends 2,112 3,659

          Net Cash Provided by Investing Activities (191,707) (291,378)

Cash Flows from Financing Activities:
     Revenue bond proceeds 1,815,000 0
     Payoff of revenue bonds (1,925,000) 0
     Bond trustee accounts liquidated 320,313 0
     Bond issue costs paid from cash (10,000) 0
     Interest payments on debt (119,944) (100,105)
     Principal payments on debt (60,000) (40,000)

         Net Cash Provided by Financing Activities 20,369 (140,105)

Net increase (decrease) in cash and cash equivalents (129,809) (157,823)

Cash & cash equivalents, beginning of period 567,476 725,299

Cash & cash equivalents, end of period 437,667$ 567,476

Reconciliation of operating income (loss) to net cash provided by
   operating activities:

Operating income (loss) 6,428$ 122,537
Adjustments to reconcile operating income to net cash provided
 (used) by operating activities:

Depreciation and amortization expense 130,006 124,581
(Increase) decrease in accounts receivable (12,259) 12,846
(Increase) decrease in prepaid expenses 5,984 (4,185)
(Increase) decrease in supplies inventory 10,338 (40,268)
(Decrease) increase in accounts payable 4,346 1,312
(Decrease) increase in debt services accounts payable (103,314) 56,836

Net cash provided by operating activities 41,529$ 273,659

The accompanying notes are an integral part of the financial statements

CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO. 1
STATEMENT OF CASH FLOWS

FOR YEAR ENDED OCTOBER 31, 2017

14



CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS

OCTOBER 31, 2017
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Note A – Significant Accounting Policies

Nature of Organization

The Choctaw County Rural Water and Sewer District No. 1 (the District) was created under the
provisions of Title 82 of Oklahoma Statutes, Section 1324.1 – 1324.35 and the Laws of the State
of Oklahoma.  The purpose of this District is to provide water and sewer services to users.

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 generally
accepted accounting principles.

Cash

The District’s accounts are with Bancfirst in Hugo, Oklahoma, and, at October 31, 2017, are
detailed as follows:

Savings account (included in "investments") 973$
Water and Sewer account 302,912
   Less:  outstanding checks (44,364)

       Total 259,521$

Investments

All investments are recorded at cost.  Investments at October 31, 2017, are detailed as follows:

Bancfirst, Hugo, Oklahoma
Certificate of Deposit No. 45463, dated 9-23-14,
due 9-23-18, @ 1.20% $ 178,046

Statement of Cash Flows

For purposes of the statement of cash flows, the District considers all highly liquid investments,
such as certificates of deposit and savings accounts, as cash equivalents.
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Note A – Significant Accounting Policies – cont’d

Accounts Receivable

Billings for accounts receivable at October 31, 2017 were $76,676.  An allowance for doubtful
accounts was not computed on this balance.  The direct write-off method is used by the District for
bad accounts, which is not materially different from computing an allowance.

Inventory

Supplies inventory is valued at the lower of cost or market, using the FIFO method (first in, first
out).

Capital Assets

Capital (“fixed”) assets are valued at cost; depreciation is computed by use of the straight-line
method. The activity for capital assets (any item over $1,000) are as follows:

11/1/2016 10/31/2017
Amount Additions Deletions Amount

Office furn. & fixt. 38,585$ - - 38,585
Equipment & tools 169,280 45,438 - 214,718
Transportation equip. 120,858 - - 120,858
Water & sewer sys. 4,247,587 151,931 - 4,399,518
Buildings 55,941 - 55,941
Land & water rights 93,745 - - 93,745

Total Fixed Assets 4,725,996 197,369 - 4,923,365

Less: Accumulated
        Depreciation (2,041,907) (126,948) - (2,168,855)

Total 2,684,089$ 70,421 - 2,754,510

Federal Income Tax

The District is exempt from federal and state income taxes.

Memorandum Totals

The “Memo Only” captions above the columns mean that these prior year amounts are presented
for overview purposes only.
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Note B – Cash 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 such an investment is expressly prohibited
by law.

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

Custodial Credit Risk - At October 31, 2017, the District held deposits of approximately $559,042
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.

Investment Interest Rate Risk - The District does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.

Investment Credit Risk – The District has no policy that limits its investment choices other than the
limitations 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.S. 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.

e. 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 National Mortgage Association.

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

Note C – Accumulated Unpaid Vacation and Sick Pay

At October 31, 2017, no determination of the aggregate dollar value of vacation or sick pay had
been made.
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Note D – Long-Term Debt

Long-term debt at October 31, 2017, is summarized as follows:

Series 2017 Promissory Note to Oklahoma Water Resources Board
Dated June 6, 2017, totaling $1,815,000 variable interest rates,
payable in semi-annual principal and interest installments $ 1,795,000

The estimated maturities for long-term debt mortgages for the next five (5) years, and in total
thereafter, are detailed as follows:

Year Ending
October 31, Principal Interest* Total

2018 70,000$ 66,140 136,140
2019 75,000 63,900 138,900
2020 75,000 60,750 135,750
2021 80,000 57,600 137,600
2022 85,000 55,040 140,040

2023-27 460,000 228,080 688,080
2028-32 560,000 128,430 688,430
2033-35 390,000 25,280 415,280

Total 1,795,000$ 685,220 2,480,220

*The interest rate is variable, therefore this column represents estimates only.

Restricted Assets

Under the terms of the 2017 loan agreement, the District must maintain reserve funds.  The loan
agreement requires the District to maintain trustee accounts in the form of a debt service fund, a
debt reserve fund and a construction fund. The funds are held at The Bank of Oklahoma. The
balances of these accounts as of October 31, 2017 were $11,363 in the debt service fund, and
$110,112 in the construction fund. A debt service reserve fund had not been established for this
new note as of October 31, 2017.

Note F – Subsequent Events

Management has evaluated subsequent events through January 10, 2018, 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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