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Independent Auditor’s Report

Board of Directors
Rural Water District No. 1, Okfuskee County

Report on the Financial Statements

We have audited the accompanying statements of assets, liabilities and net position — modified cash basis
of Rural Water District No. 1, Okfuskee County as of October 31, 2015 and 2014 and the statements of
revenues, expenses and changes in net position — modified cash basis and of cash flows for the years then
ended, and the related notes to the financial statements.

_ Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting as described in Note 1. This includes determining
that the modified cash basis of accounting is an acceptable basis for the preparation of the financial
statements in the circumstances. Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of the financial staterents
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 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 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 an 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.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.



Opinions

In our opinions, the financial statements referred to above, present fairly, in all material respects, the
modified cash basis financial position of Rural Water District No. 1, Okfuskee County, as of October 31,
2015 and 2014; the changes in modified cash basis financial position; and cash flows thereof, for the
years then ended in conformity with the basis of accounting described in Note 1.

Other Matters

Report on Supplementary and Other Information

Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole.
The accompanying supplemental information is presented for the purposes of additional analysis and is
not a required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has not been subjected to the auditing procedures applied in the
audit of the financial statements, and accordingly, we do not express an opinion or any assurance in it.

Basis of Accounting

We draw attention to Note 1 of the financial statements that describes the basis of accounting. The

financial statements arc prepared on the modified cash. basis of accounting, which is.a basis of accounting.
other than accounting principles generally accepted in the United States of America. Our opinions are not
modified with respect to this matter.

Other Reporting Required By Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated July 23, 2016 on
our consideration of Rural Water District No. [, Okfuskee County's internal control over financial
reporting and on our tests of its compliance with certain laws, regulations, contracts and grants 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 and should be read in conjunction with this report in
considerigg the results of our audit.

Kimberlye R.
Blackwell, Okl
July 23, 2016



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
Rural Water District No. 1, Okfuskee County

We have audited the financial statements of Rural Water District No. 1, Okfuskee County as of and for the year
ended October 31, 2015, and have issued our report thereon dated July 23, 2016. 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 were prepared on the modified cash basis of accounting which is a basis of
accounting other than accounting principles generally accepted in the United States of America.

Internal Control Over Financizal Reporting

In planning and performing our audit of the financial statements, we considered Rural Water District No. [,
Okfuskee County’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 Rural Water District No, 1, Okfuskee County’s
internal control. Accordingly, we do not express an opmlen on the effectiveness of the Rural Water District No. 1,

- Okfuskee County s.nternal control.. . - - e

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 combination of deficiencies, in internal
control such that there is reasonable possibility that a-material misstaternent of the entity’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.

QOur 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. 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 Rural Water District No. 1, Okfuskee County’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 no instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards. ‘

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 organization’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 organization’s internal control and compliance. Accordingly, this communication is
not sujitable fgr any other purpose

Kimberlye §. Mayer, CPA, P.
Biackwell, Oklahoma
July 23, 2016
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RURAL WATER DISTRICT NO. 1, OKFUSKEE COUNTY, OKLAHOMA
STATEMENTS OF ASSETS, LIABILITIES AND NET POSITION
MODIFIED CASH BASIS
OCTOBER 31, 2015 AND 2014

ASSETS
2015 2014
Current Assets:
Cash and cash equivalents $ 17,441 $ 6,248
Restricted Reserves (Note 1): '
Reserve account 18,481 23,386
Total Current Assets 35,922 29,634
Property, plant and equipment
{net of accumulated depreciation) (Note 2) 925,996 953,630
Work in progress 13,032 24,883
© Total Asscts " ’ $ 974950  $ 1,008,147
LIABILITIES AND NET POSITION
Current Liabilities: -
Current portion of notes payable (Note 3) _ $ 20611 $ 19,734
Non-Current Liabilities:
Notes payable (Note 3) 519,313 539,630
Total Liabilities 539,924 559,364
Net Position:
Net Investment in capital assets 399,104 419,149
Restricted for debt service 18,481 23,386
Unrestricted : 17,441 6,248
Total Net Position 435,026 448,783
Total Liabilities and Net Position $ 974950 $ 1,008,147

The accompanying report and notes are an integral part of these financial statements.
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RURAL WATER DISTRICT NO. 1, OKFUSKEE COUNTY, OKLAHOMA
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
MODIFIED CASH BASIS
YEARS ENDED OCTOBER 31, 2015 AND 2014

2015 2014
Operating Revenues:

Water, sewer and garbage services $ 175,259 § 152,161
Late fees ' 911
Other income _ 27 1,539
Total Operating Revenues 176,197 153,760
Operating Expenses:
Wages 30,074 30,300
Payroll taxes 2,599 2,621
Chemicals 2,665 3,779
Repairs and maintenance 14,703 10,725
_.Depreciation expense . . 46017 ... . 46017 ...
Garbage collection fees 14,136 12,275
Insurance and bonds 4,703 5,113
Professional fees 885
Office and postage 2,212 2,063
Lease and rental payments 6,000 6,000
Utilities and telephone 22,797 21,563
Truck expenses ' 9,133 12,328
Licenses, permits and DEQ fees 6,250 9,810
Lagoon testing 2,795 2,520
Other expenses 2,067 340
Total Operating Expenses 166,151 166,339
Operating Income (Loss) & 10,046 (12,639
Nonoperating Revenue (Expenses):
Interest income ' 31 37
Grant and donations income 1,000 . 11,975
Interest expense (24,834) (25,667)
Total Nonoperating Revenues (23,803) (13,655)
Change in Net Position (13,757) (26,294)
Net Position, beginning of year 448,783 475,077
Net Position, end of year : $ 435,026 $ 448,783

The accompanying report and notes are an integral part of these financial statements.
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RURAL WATER DISTRICT NO. 1, OKFUSKEE COUNTY, OKIAHOMA

STATEMENTS OF CASH FLOWS
MODIFIED CASH BASIS

YEARS ENDED OCTOBER 31, 2015 AND 2014

Cash Flows From Operating Activities:
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees
Net cash provided (used) by operating activities

Cash flows from non-capital financing activities:

Cash flows from capital and related financing activities:
Acquisition and construction of capital assets
Principle payments

__Interest paymentsondebt
Grant and donations income
Net cash provided (used) by financing activities

Cash flows from investing activities:
Interest income
(Increase) decrease in restricted accounts
Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Beginning cash and cash equivalents
Ending cash and cash equivalents

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities:
Depreciation
Changes in assets and liabilities:

Net cash provided (used) by operating activities

2015 2014
$ 176,197 $ 153,700
(90,060) (90,022)
(30,074) (30,300)
56,063 33,378
(6,532) (11,851)
(19,440) (18,843)
L (24.834).. . . (25,667) .. ..
1,000 11,975
(49,306) (44,386)
31 37
4,905 (2,596)
4,936 (2,559)
11,193 (13,567)
6,248 19,815
§ 17441 § 6,248
$ 10,046 $ (12,639)
46,017 46,017
$ 56,063 $ 33,378

The accompanying report and notes are an integral part of these financial statements.
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RURAL WATER DISTRICT NO. 1, OKFUSKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2015 AND 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of Organization

The Rural Water District No. 1, Okfuskee County was incorporated in May 1967. The District
was created under the Rural Water District Act, Title 82, Sections 1301-1321, as amended, of the
laws of the state of Oklahoma. The purpose of the District is to acquire water and water rights;
to construct and acquire waterlines and other facilities; and to operate the same for the purpose of
furnishing water to serve the needs of rural residents whose lands are located within the District.

The District is a governed entity by a Board of Directors that acts as the authoritative and
legislative body of the entity. The Board of Directors is comprised of elected board members.

Basis of Accounting

 The District is classified as an Enterprise Fund. The costs of providing the water services to the

public are financed mainly through user charges. The financial statements of the District have
been prepared using the modified cash basis of accounting. This basis recognizes assets,
liabilities, net assets/funds equity, revenues, and expenditures/expenses when they result from
cash transactions with a provision for depreciation. This basis is a comprehensive basis of
accounting other than accounting principles generally accepted in the United States of America.

As a result of the use of the modified cash basis of accounting, certain assets and their related
revenues (such as accounts receivable and revenue for billed or provided services not yet
collected) and certain liabilities and their related expenses (such as accounts payable and
expenses for goods or services received but not yet paid, and accrued expenses and liabilities) are
not recorded in these financial statements.

Cash and Deposits

Cash is maintained in financial institutions, which provide coverage to depositors through the
Federal Deposit Insurance Corporation.

The State of Oklahoma allows government entities to invest in the following: direct obligations

of the United States Government, its agencies or instrumentalities; collateralized or insured

certificates of deposit; insured savings accounts or savings certificates; or county, municipal or
school district direct debt.

Restricted Reserves

United States Department of Agriculture-Rural Development requires monies to. be held in
reserve accounts. These reserve funds are to equal the note payments for one year, To be fully
funded, these reserve funds must total $44,508. As of October 31, 2015 and 2014, these reserve
funds, which consisted of a money market account, totaled $18,481 and $23,386 respectively.
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RURAL WATER DISTRICT NO. 1, OKFUSKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2015 AND 2014
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Cash and Investments

For the purposes of the Statement of Cash Flows, the District considers demand accounts
(excluding restricted reserves), subject to withdrawal by check, as cash equivalents.

NOTE 2 - PROPERTY, PLANT AND EQUIPMENT:

Equipment purchases, waterline extensions and additions are capitalized and depreciated over
their estimated useful lives. Depreciation is calculated on- a straight-line basis. Total
depreciation for the years ended October 31, 2015 and 2014 was $46,017 and $46,017
respectively. The balances for depreciable assets by major category are as follows:

= ... Balance ... (Deletions).... . _Balance. __ .. ... .. ...
10/31/14 Additions 10/31/15
Land and lagoon $ 53,079 $ $ 53,079
Office building . 18,383 18,383
Water & sewer system 1,907,754 1,807,754
Machinery & equipment 103,697 - 103,697
Office furniture & equipment 45,183 45,183
2,109,713 18,383 . 2,128,096
Less accumulated depreciation (1,156,083) {46,017 {1,202,100)
Net 5 953,630 (27,634 $ 925,996

NOTE 3 - NOTES PAYABLE:

The District has incurred indebtedness for the expansion and improvements of the water and
sewer system. The following is a summary of the notes payable:

93-05 91-08 93-11
Date of note - 07/24/78 11/12/93 10/10/02
Original amount $ 211,000 5 55,000 $ 559,000
Interest rate 4.125% 5.0% 4.5%
Maturity date 07/24/18 11/12/33 10/10/42
Monthly payment $ 900 b 271 b 2,538
Balance at 10/31/13 8 45,719 b 40,499 b 491,989
Principle payments $ 9,085 $ 1,256 $ 8,502
Balance at 10/31/14 5 36,634 b 39,243 3 483,487
Principle payménts $ 9,467 $ 1,320 $ 8,653
Balance at 10/31/15 b 27,167 $ 37,923 5 474,834




RURAL WATER DISTRICT NO. 1, OKFUSKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2015 AND 2014

NOTE 3 -NOTES PAYABLE (continued):

The following are the annual debt service requirements:

10/31 Payment: Principle Interest
2016 $ 44,508 $ 20,611 $§ 23,897
2017 44,508 21,526 22,982
2018 40,908 18,796 22,112
2019 33,708 12,320 21,388
2020 33,708 12,895 20,813
2021 - 2025 168,540 74,074 94,466
2026 - 2030 168,540 93,041 75,499
2031 -2035 159,977 107,738 52,239

.2036-2040 . 152280 . . 125796.. ... . 26484. .. .. ..
2041 - 2042 57,161 53,127 4,034
Totals 903,838 539,924 363,914

NOTE 4 - ESTIMATES:

The preparation of financial statements in conformity with the modified cash basis of
accounting 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.

NOTE 5 — RISK MANAGEMENT:

The District is exposed to various risks of losses related to torts; thefts of| damage to, and
destruction of assets; errors and omissions; injuries to employees and natural disasters. The
District manages this risk through the purchase of commercial insurance policies. Claims are
recognized when it is probable that a loss has occurred and the amount of the loss can be
reasonably estimated. In determining claims, events that might create claims, but for which
none have been reported, are considered.
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RURAL WATER DISTRICT NO. 1, OKFUSKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED OCTOBER 31, 2015 AND 2014

NOTE 6 ~FAIR VALUES OF FINANCIAL INSTRUMENTS:

The definition of fair value for financial reporting, establishes a framework for measuring fair
value, and requires additional disclosure about the use of fair value measurements in an effort to
make the measurement of fair value more consistent and comparable.

Level I: Quoted prices in active markets for identical securities,

Level 2: Other significant observable inputs (including quoted prices for similar securities, interest rates,
prepaymert spread and credit risk),

Level 3: Significant unobservable inputs (including the District’s own assumptions in determining the fair value of
investments).

The District’s financial instruments include cash and cash equivalents and reserves. The

District’s estimate of the fair value of all financial instruments does not differ materially fromthe .

aggregate carrying value of its financial instruments recorded in the accompanying statement of
net position. The carrying amount of these financial instruments approx1mates fair value because
of the short maturity of these instruments.

NOTE 7 — CONTINGENCIES:

Asof October 31, 2015 the District did not have any pending litigation or potential non-
disclosed liabilities that management believes would have a material effect on the financial
stalements.

NOTE 8 - NET POSITION:

Net position presents the difference between assets and liabilities in the statement of net position.
Net investment in capital assets are reduced by the outstanding balances of any borrowing used
for the acquisition, construction or improvement of those assets. Net position is reported as
restricted when there are legal limitations imposed on their use by District legislation or external
restrictions by creditors, grantors, laws or regulations of other governments.

NOTE 9 - EVALUATION OF SUBSEQUENT EVENTS:

The District has evaluated subsequent events through July 23 2016 the date which the financial
staterents were available to be issued.
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RURAL WATER DISTRICT NO. 1, OKFUSKEE COUNTY, OKLAHOMA

COMBINING STATEMENT OF REVENUE AND EXPENSES
MODIFIED CASH BASIS |
YEAR ENDED OCTOBER 31, 2015

Operating Revenues:

Water, sewer and garbage services $ 148,850 $ 14,479 $ 12,868

Operating Expenses:
Personnel costs
Chemicals
Repairs and maintenance
Depreciation expense
Garbage collection fees
Insurance and bonds

_Professionalfees =~~~

Office supplies
Lease and rental payments
Utilities and telephone
Truck expenses
Licenses, permits and DEQ fees
Lagoon testing
Other expenses
Total Operating Expenses

Operating Income (Loss)
Doantions income
Interest expense

Interest income
Change in Net Position

Water Sewer Other

System System QOperations Total
$ 176,197
21,772 1,960 2,941 32,673
2,665 2,665
13,159 1,544 14,703
42,788 3,229 46,017
14,136 14,136
4,032 470 201 4,703
1,881 S, 331, o
6,000 6,000
22,497 300 22,797
5,480 3,653 9,133
3,313 1,250 1,687 6,250
2,795 2,795
2,067 2,067
129,587 14,901 21,663 166,151
19,263 - (42)) (8,795) 10,046
1000 1,000
(24.834) (24,834)
31 31
$ (5571) $§  (42) § (7,764 § (13,757

UNAUDITED SUPPLEMENTAL INFORMATION
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