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Independent Audifors’ Report

Board of Directors
Eastern Oklahoma Development District
Muskogee, Oklahoma

Report on the Financial Statementis

We have audited the accompanying financial statements of the Eastern
Oklahoma Development District as of and for the years ended June 30, 2013 and
2012, the related notes to the financial statements, which collectively, comprise
the Eastern Oklahoma Development 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
mainienance 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 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 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 misstatermnent of the financial statements, whether due to fraud or error,
In making those risk assessments, the auditor considers internal control relevant
fo the entity’s preparation and fair presentation of the financial statements in
order o 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.
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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 opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in ali material
respects, the financial position of the Eastern Okiahoma Development District as of June 30,
2013 and 2012, and the changes in financial position and its cash flows for the years then
ended, in accordance 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 i through iv be presented o 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 fo 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 o 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.

QOther Information

Our audit was performed for the purpose of forming an opinion on the financial statements
of the Eastern Oklahoma Development District taken as a whole. The schedule of expenditures
of federal awards, as required by Office of Management and Budget Circular A-133, Audits of
States, L.ocal Governments, and Non-Profit Organizations and the other information such as the
additional comments required by Rural Development are presented for purposes of additional
analysis and are not a required part of the financial statements. The schedule of expenditures of
federal awards is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used fo prepare the financial statemenis. Such
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statemenis themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedule of expenditures is fairly stated in all material respects in relation to the
financial statements taken as a whole.
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The additional comments required by Eastern Oklahoma Development District have not
been subjected to the auditing procedures applied in the audit of the financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

in accordance with Government Auditing Standards, we have alsc issued our report dated
September 4, 2013 on our consideration of the Eastern Oklahoma Development District’'s
internal control over financial reporting and 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 controi over financial reporting and
compliance and the result of that testing and not to provide an opinion on the internal control
over financial reporting or compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

N A & Compmoner

Tulsa, Oklahoma
September 4, 2013
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Telephone: 818-682-7891  Fax: 918-682-5444

Management’s Discussion and Analysis
For the Year Ended June 30, 2013

This section of Eastern Oklahoma Development District’s (the District’s) financial
statements presents management’s discussion and analysis of the District’s financial
performance during the year ended June 30, 2013. Since this management’s discussion and
analysis is designed to focus on current activities, resulting change, and current known facts, it
should be read in conjunction with the District’s basic financial statements and footnotes. The
overview of the financial statements and financial analysis is presented for fiscal year 2013,
with fiscal years 2012 and 2011,

Financial Analysis of the District as a Whole

The basic financial statements of the District are the Statement of Financial position;
Statement of Revenues, Expenses, and Changes in Fund Balances; and Statement of Cash Flows.
The Statement of Financial Position presents the financial position of the District at June 30,
2013 and 2012. The Statement of Revenues, Expenses, and Changes in Net Assets summarizes
the District’s financial activity for the years ended June 30, 2013 and 2012. The State of Cash
Flows, presented using the indirect methaod, reflects the effects on cash that result from the
District’s operating activities, investing activities, and financing for the years ended June 3Q,
2013 and 2012. The General Fund activities include the activities of the District. The Special
revenue Fund activities include the activities of various Federal, state and local grant.

The following schedules are prepared from the District’s basic financial statements.
With the exception of the Statement of Cash Flows, the statements are presented on an accrual
basis of accounting whereby revenues are recognized when earned and expenses are recorded
when incurred and assets are capitalized and depreciated.

Statement of Met Assets

This statement is presented with three major categories, namely assets, liabilities, and
nef assets. The assets include cash and cash eguivalents, short-term investments, accounts
receivable, and investment in capital assets. Capital assets include land, buildings and
improvements, equipment, and furniture. Capital assets are shown net of depreciation.

Liabilities include accounts payable, accrued expenses, deferred revenue. The Due to
Other Fund represents funds borrowed by the Special Revenue Fund grants from the General

Serving Adair, Cherokee, Mcintosh, Muskogee, Okmulgee, Sequoyah, and Wagoner Counties

1012 North 38" Street — P.O. Box 1367 ~ WMuskogee, OF 74402



Management’s Discussion and Analysis
For the Year Ended June 30, 2013

Statement of Net Assets (Continued)

Fund in order to pay grant expenses. Once the expenses are paid, the Special Revenue Fund
requests reimbursement from the grant and repays the General Fund upon receipt.

Total net assets of the District increased to $3,222,087 in FY 2013 from $3,156,823 in FY
2012. Total net assets of the District increased to $3,156,823 in FY 2012 from $3,037,000 in FY
2011,

Following is a comparison of the summarized financial position, net assets, and capital
assets of the District at June 30, 2013, 2012, and 2011:

2013 2012 2011
Assets
Cash %2362 S 2121 3 2,341
Accounts Receivable 571 574 418
Bue from Other Fund 123 263 110
Other Assets
Capital Assets, Met 166 179 168
Total Assets 33,222 53,137 $ 3,037
Liabilities
Actounts Payable S 514 523 409
Due to Other Fund 124 263 110
Deferred Revenue 1602 1,414 1,680
Total Liabilities $ 2340 $ 2200 52,200
Net Assets
Investment in Capital Assets 166 898 168
Board Designated 44 (2} (4}
Unrestrictad 784 493 665
Totat Net Assets $1,004 $1,389 5828

Revenues includes Federal and state grants that are renewable each year. These
revenues decreased by $128 thousand in 2013 and decreased $1.01 million in 2012. Local
grants remained consistent over the past 3 years. Other revenues of the District remained
consistent over the past 3 years.

The District's operating expenses are classified by natural classification, including pass-
through grants, employee compensation, fringe benefits, contractual services, etc. in FY 2013,
operating expenses decreased by $164,000 due to a decrease in pass-through grants.

Serving Addir, Cherokee, Mcintosh, Muskaogee, Okmulgee, Sequoval, and Wagoner Counties
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Management’s Discussion and Analysis
For the Year Ended June 30, 2013

Statement of Net Assets (Continued)

All other operating expense experienced slight decreases.
increased by $697,000 due to a $941,000 increase in pass-through. All other operating expense
experienced slight decreases. All other operating expenses remained consistent with the

previous year.

Statement of Revenues, Expenses, and Changes in Net Assets

Following is a comparison of operating resuits for the years ended June 30, 2013, 2012,

and 2011

In FY 2012, operating expenses

Operating Results for the Years Ended June 30

Operating Revenues
Federal Grants
State Grants
Local Grants
Other

Total

CGperating Expenses
Pass-through Grants
Wages
Cantract labor
Fringe Benefits
Indirect Costs
QOther

Total
Net Assets
investment In Capital Assets

Board Designated
Unrestricted

Increase in Net Assets
Net Assets at Beginning of Year

Net Assets at end of Year

Serving Adair, Cherokee, Mclntosh, Muskogee, Okmulgee, Sequoyah, and Wagoner Counties

{in thousands)

2013 2012 2011
51787 $ 1,733 $ 1,427
3910 4,150 5,500
421 346 345
60 59 58
$ 6,178 3 5,288 $ 7,330
$ 4911 $ 5176 % 6051
432 434 482
162 151 162
130 107 162
197 198 229
105 104 217
$ 5937 56,170 $ 7,303
166 168
44 {4)
794 665
$ 898 828
S 61 $ 70 5 27
$ 899 S 828 $ B8Ol
5 960 $ 898 s 828

i



Management’s Discussion and Analysis
For the Year Ended June 30, 2013

Statement of Cash Flows

This statement is used to determine the District’s ability to meet its obligations and to
determine if external financing is needed. It is presented using the direct method with four major
classifications: operating activities, financing activities, and investing activities.

Following is a comparison of cash flows for the years ended June 30, 2013, 2012, and 2011:

Cash Flows for the Years Ended June 30

{in thousands}
2013 2012 2011

Cash Provided {Used) by

Operating Activities S 250 s {200) % {bs4)

Financing Activities - -

Investing Activities {26 -

Net Increase {Decrease) in cash 250 {241) 1212

Cash at beginning of Year S 2112 $2,341 S 3,035

Cash at End of Year $2,362 $2,100 $ 7341

Conclusion

Eastern Oklahoma Development District begins the next fiscal year with cautious optimism.
Currently, it appears FY2014 Budget Year will be a repeat of last year's funding revenue with a
relatively flat budget. The ongoing Federal Budget battle has the potential to have a negative impact
and lead to a decrease in federal and state grants. The District continues to look for ways to improve
operating efficiencies and locate new revenues. Through comprehensive planning, program
prioritization, prudent budgeting and tough decision making, the District is positioned to continue its
commitment to changing lives throughout Eastern Oklahoma.

Respectively submitted,

%{E / %@/

'

&rnie Moore, Exec(ftiue Director

Serving Aduir, Cherokee, Mcintosh, Muskogee, Okmulgee, Sequoyah, and Wagoner Counties v



Eastern Oklahoma Development District
Statements of Financial Position — Proprietary Fund
June 30, 2013 and 2012

2013
General Special
Revenue Revenue Building
Fund Fund Trust
Assets
Cash and cash equivalents $ 692,623 $ 1,611,840 $ 57,231
Accounts receivable 300 570,236 —
Due from other fund 123,380 e —
Prepaid expenses 227 e —_
Property and equipment, net 1,277 978 163,985
Total Assets $___817.817 $__2.183.054 $____ 221216
L.iabilities and Net Assets
Accounts payable 3 161 $ 461,363 3 —
Due to other fund - 73,380 50,000
Accrued expenses 28,554 o —_
Deferred revenue — 1,602,427 —
Total Liabilities 28,715 2,137,180 50.000
Net Assets
Unrestricted
Undesignated 786,825 100 7,231
Board designated e 44 796 —
Invested in capital assets 1.277 978 163,985
Total Net Assets 788,102 45 874 171,216
Total Liabilities and Net Assets $__ 817.817 $__ 2183054 $_ 221216

See Nofes to Financial Statements




Eastern Oklahoma Development District
Statements of Financial Position — Proprietary Fund

June 30, 2013 and 2012

Assets
Cash and cash equivalents
Accounis receivable
Due from other fund
Prepaid expenses
Property and equipment, net

Total Assets

Liabilities and Net Assets
Accounts payable
Due to other fund
Accrued expenses
Deferred revenue
Total Liabilities

Net Assets
Uinrestricted
Undesignated
Board designated
invested in capital asseis
Total Net Assets

Total Liabilities and Net Assets

See Notes to Financial Statements

2012
General Special
Revenue Revenue Building
Fund Fund Trust
$ 680,963 $ 1,382,501 5 48,689
e 573,731 s
167,345 96,104 —
227 e —
3,519 4,362 170,851
$ 852,054 $__2.056 698 $ 219,540
$ 6 $ 523,013 5 e
86,104 117,345 50,000
28,945 e —
— 1414 171 —
125,055 2,054,529 50.000
3,518 100 1,311
— (2,293) —
723,480 4,362 168,229
726,999 2,189 169,540
$ 852,054 32,056,698 $ 219.540



Eastern Okiahoma Development District
Statements of Revenues, Expenses, and
Changes in Fund Balances — Proprietary Fund
For the Years Ended June 30, 2013 and 2012

Revenues and Gains
Federal grants
State granis
Local grants
Rent
tnterest
Matching Revenue
Other Revenue
Total Revenues and Gains

Expenses and Losses
Pass-through grants
Staff program wages
Contract labor
Fringe benefits
Indirect costs
Matching expense
Travel
Respite
Depreciation
Other expenses
Total Expenses and
Losses

Net Change in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

See Notes to Financial Statements

2013
General Special
Revenue Revenue Buiiding
Fund Fund Trust
$ — $ 1,787,030 ) —
— 3,910,088 —
123,168 297,507 —
— - 11,367
2,280 7,092 150
— 50,953 e
125,448 6,052,670 11.517
— 4,910,684 —
7,252 424,749 —
— 162,130 —
— 130,484 —
— 197,160 —_
50,952 — —
—_ 53,875 —
— 27,416 —
2,242 3,384 6,866
3,899 99,083 2875
64,345 6,008.965 9.841

61,103

726,999
$ 88,102

43,705

2,169
S 45874

1,676

169,540
$..171.216



Eastern Oklahoma Development District
Statements of Revenues, Expenses, and
Changes in Fund Balances —~ Proprietary Fund
For the Years Ended June 30, 2013 and 2012

Revenues and Gains
Federal grants
“State grants
Local grants
General Revenue
Rent
Interest
Matching Revenue
Total Revenues and Gaing

Expenses and Losses
Pass-through grants
Staff program wages
Contract labor
Fringe benefits
Indirect costs
Maiching expense
Travel

Respite

Depreciation

Other expenses

Total Expenses and
Losses

Net Change in Net Assets
Net Assets, Beginning of Year,

Net Assets, End of Year

See Notes fto Financial Statements

2012
General Special
Revenue Revenue Building
Fund Fund Trust
3 R $ 1,732,645 $ —
o 4,095,759 —
137,600 208,478 —
— e 13,000
3,172 12,707 400
(2,760) 2,760 —
— 113.558 —
138.012 6,165,907 13,400
— 5,176,536 e
28,784 404,921 e
— 151,172 —
— 107,420 —
o 197,985 e
— 52,606 e
— 4,595 —
3,123 5123 6,977
28.754 65,517 10,173
60,661 6,168.875 17,150
77.351 (2.968) (3.750)
649,648 5,137 173,280
$ 726,999 3 2.169 $ 169,540
7



EFastern Okiahoma Development District

Statements of Cash Flows — Proprietary Fund
For the Years Ended June 30, 2013 and 2012

Cash Flows from Operating
Activities
Increase (decrease) in net assets
Adjustments to reconcile increase in net
assets to net cash provided by
operating activities
Depreciation
Changes in
Accounts receivable
Amouris due between funds
Prepaid expenses
Unearned revenue
Accrued expenses
Accounts payable
Net Cash Provided by (Used
in) Operating Activities

Cash Flows from investing Activities
Purchase of Fixed Assets
Net Cash used in Investing
Activity

Net Increase (Decrease} in Cash and
Cash Equivalents

Cash and Cash Equivalents at
Beginning of Year

Cash and Cash Equivalenis at
End of Year

See Notes o Financial Statements

2013
General Special
Revenue Revenue Building
Fund Fund Trust
$ 61,103 $ 43,705 3 1,676
2,242 3,384 6,866
(300) 3,495 e
(62,088) 52,088 e
— 188,256 —
609 e —_
155 (61.589) —
11.721 229,339 8.542
11,721 228,339 8,542
680,963 1,382,501 46,689
$ 692,68 $.1.611.840 $__ 57231
8



Eastern Oklahoma Development District

Statements of Cash Flows — Proprietary Fund
For the Years Ended June 30, 2013 and 2012

Cash Flows from Operating
Activities
Increase (decrease) in net assets
Adjustments to reconcile increase in net
assets to net cash provided by
operating activities
Depreciation
Changes in
Accounts receivable
Amounis due between funds
Prepaid expenses
Unearned revenue
Accrued expenses
Accounts payable
Net Cash Provided by (Used
in) Operating Activities

Cash Flows from Investing Activities
Purchase of Fixed Assets
Net Cash used in Investing
Activity
Net Increase (Decrease) in Cash and
Cash Equivalents

Cash and Cash Equivalents at
Beginning of Year

Cash and Cash Equivalents at
End of Year

See Notes to Financial Statements

{Continued)
2012
General Special
Revenue Revenue Building
Fund Fund Trust
$ 77,351 $ (2,969) 5 (3,750}
3,123 5,124 6,977
(57,053) (155,820) —_
96,104 (38,051) —
—_ (275,536) —
(6,962) — .
91 150.092 —
112,472 (318.160) 3,227
— — (26.015)
_— — (26.015)
112,472 (318,180) (22.788)
568,491 1,700,661 71,477
$__680.963 $.1,382,501 $___48689
9



Eastern Oklahoma Development District
Motes to Financial Statements
June 30, 2013 and 2012

Note 1: Summary of Significant Accounting Policies

Eastern Oklahoma Development District (the Organization) is a local governmental unit
covering the Oklahoma counties of Adair, Cherokee, Mcintosh, Muskogee, Okmuigee,
Sequoyah, and Wagoner. The District was formed on May 4, 1871 under the Oklahoma Inter-
local Cooperation Act 74 O.S. The primary purpose of the Organization is to improve
governments through planning, management and administration.

The financial statements of the Organization are prepared in accordance with generally
accepted accounting principles (GAAP) of the United States of America. The Organization is
considered a governmental entity as defined by the Governmental Accounting Standards Board
(GASB) and applies all relevant GASB pronouncements. Its operations are considered
proprietary in nature, and therefore, the Organization has adopted a reporting framework similar
to that of proprietary type funds. Proprietary funds apply Financial Accounting Standards Board
(FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or before
November 30, 19889, unless those pronouncements conflict with or coniradict GASRB
pronouncements, in which case GASB prevails.

The accounts of the Organization are organized on the basis of funds, each of which is
considered {o be a separate accounting entity. The operations of each fund are accounted for
with a separate set of self-balancing accounts that comprise its assets, labilities, fund equity,
revenue, and expenditures. The following funds are used by the Trust Eastern Oklahoma
Development District:

General Fund — The General Fund is the primary operating fund of the Trust Eastern
Oklahoma Development District. It is used to account for all financial resources except those
required to be accounted for in the Special Revenue Funds. The general revenues which
are not restricted or designated as to use by outside sources are recorded in the General
Fund.

Special Revenue Fund — Special Revenue Funds are used to account for the proceeds of
specific revenue resources that are legally, contractually, or administratively resiricted to
expenditures for specific purposes. Specific purpose grant funds are accounted for as
Special Revenue Funds. The Special Revenue Funds are operated on a contract basis.

Discretely Presented Component Unit

Eastern Oklahoma Development District, a Trust Eastern Oklahoma Development District
{the Building Trust Eastern Oklahoma Development District) is a trust, which was created to
own the building used to house the operations of the Organization. The Organization rents the
building on a monthly basis from the Building Trust Eastern Oklahoma Development Distfrict.
The Building Trust Eastern Oklahoma Development District was formed on October 27, 1994
and purchased the facilities at 1012 N. 38" Street, Muskogee, Oklahoma on June 9, 1995,

The Building Trust Eastern Oklahoma Development District is considered a component unit of

the Organization and is, therefore, reported within the Organization’s combined financial
statements. [t is reported in a separate column to emphasize it is a legally separate entity.

10



Eastern Oklahoma Development District
Notes to Financial Statements
June 30, 2013 and 2012

Note 1: Summary of Significant Accounting Policies (Continued)

Basis of Accounting

Basis of accounting refers to when revenue and expenditures are recognized in the accounts
and reporied in the financial statements. Measurement focus refers to what is being measured.
Basis of accounting is related to the timing of the measurement made regardiess of the
measurement focus applied. The General Fund and Special Revenue Funds use a financial
resources measurement focus and are accounted for by the accrual basis of accounting.
Revenue is recognized when earned, expenditures are recognized when the related fund
liability is incurred, if measurable.

Cash and Cash Equivalents

The Organization defines cash and cash equivalents to be all cash and certificates of deposit
with original maturities of three months or less. Cash equivalents of $2,361,694 and $2,112,153
as of June 30, 2013 and 2012, respectively, were invested with a major local financial institution
in a sweep repo account, which invests in freasury obligations.

Deposits and Invesimenis

In accordance with siate law, all uninsured deposits in financial instifutions must be secured
with acceptable collateral valued at the lower of market or par. Acceptable collateral includes
certain U.S. Government or Government Agency securities, certain state of Oklahoma or
political subdivision debt obligations, or surety bonds. As required by 12 US.CA,
Section 1823(e), all financial institutions pledging collateral to the Organization must have a
written collateral agreement approved by the Board of Directors or loan committee. As reflected
in Note 2, all deposits were fully insured or coliateralized.

Investmenis

investments consist of marketable debt and equity securities and certificates of deposit with
original maturities of more than three months. Investments are carried at fair market value
based on the quoted market prices of the underlying securities.

fLand, Building, and Eqguipment

Fixed assets are recorded at historical cost. Depreciation and accumulated depreciation are
recorded for assets purchased with general or special revenue funds that are recorded for $300
or more. Depreciation on fixed assets is computed on the following estimated useful lives of the
assets:

Buildings 20 years
Furniture 10 years
Computer equipment 5 years
Office equipment 5 — 10 years

11



Eastern Oklahoma Development District
Notes to Financial Statements
June 30, 2013 and 2012

Note 1: Summary of Significant Accounting Policies (Continued)

Annual Budget

The Organization is not required to have a legally binding budget, though they use an annual
budget as a management tool. The Organization's primary source of funding is from federal,
state, and local grants which have varying grant periods that may or may not coincide with the
Organization’s fiscal year. The annual budget is subject to constant change within the fiscal
year due to increase or decrease in actual grant awards from amounts estimated, changes in
grant periods, unanticipated grant awards from amounts estimated, unanticipated grant awards
not included in the budget, and estimated grant awards that fail to materialize.

Allocated Expenses

Expenses by function have been allocated among program and supporting services
classifications on the basis of time records and on estimates made by the Organization's
management.

Concentrations of Credit Risk

Financial instruments, which potentially subject the Organization fo concentrations of credit
risk, consist primarily of cash and cash equivalents, shori-term investments and grants
receivable. The Organization places ils cash and certificates of deposit with high quality
financial institutions. The Organization's management believes that the credit risk is adequately
provided for to which it is exposed.

Management Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and disclosures in the notes thereto. Actual results could
differ from those estimates.

Subsequent Events

Subseguent events have been evaluated through September 4, 2013, which is the date the
financial statements were issued.

12



Eastern Oklahoma Development District
Notes to Financial Statements
June 30, 2013 and 2012

Note 2: Cash and Investments

Deposits with banks and financial institutions are carried at cost. The table presented below
is designed to disclose the level of custody credit risk assumed by the QOrganization based upon
how its deposits were insured or secured with collateral at June 30, 2013. The categories of
credit risk are defined as follows:

Category 1 — Insured by FDIC or collateralized by securities held by the Organization or
by its agent in its name.

Category 2 — Uninsured but collateralized with securities held by the pledging financial
institution’s trust department or agent in the Organization’s name.

Category 3 — Deposits which are not collateraiized or insured.
A summary of the deposits at June 30, 2013 consisted of the following:

June 34, 2013

Total Bank Custody Credit Risk Uninsured Carrying
Type of Deposits Balance {Category 1} {Category 2) {Category 3) Vaiue

Pemand Deposiis
General Fund $ 2394072 8 250,000 § 2,144,072 5 e $  2,304.463
Special Revenue Fund — o
Building Trust Eastern
Oklahoma Development Dist. 57,231 57.231 - — 3 87,231

Total Deposits $__2.451.303 $ 307,231 8__2.144 072 3 — 5. _2.361699

A summary of the deposits at June 30, 2012 consisted of the following:

June 30, 2012

Total Bank Custody Credit Risk Uninsured Carrying
Type of Deposits Balance {Category 1} {Category 2} {Category 3} Vaiue
Demand Deposits
General Fund $ 1,032,123 s 250,000 g 782,123 3 — $ 680,963
Special Revenue Fund 1,378,817 e 1,378,817 — 1,382,501
Building Trust Eastemn
Oklahoma Development Dist. 48,689 48 689 — — 3 48 689
Total Deposits 52459629 3298689 $...2.160.940 3 = $..2.112.153

Note 3: Accounts Receivable

Accounts receivable, consisting of advances to subgrantees and local project service
contracts, are carried at cost. The Organization did not recognize any allowance for
uncollectible amounts at June 30, 2013.

13



Eastern Oklahoma Development District

Notes to Financial Statements
June 30, 2013 and 2012

Note 4: Amounts Due Between Funds

Cash receipts from federal and state grants to the Special Revenue Funds are deposited to
the General Fund cash account. Differences between actual receipts and actual disbursements
of the Special Revenue Funds are carried as amounts due to and due from the General Fund.

interfund balances at June 30, 2013 were as follows:

Amount
Due fo Special Revenue Funds from General Funds 3 73,390
Due to General Funds from Special Revenue Funds $ (73,3580)
Due to General Funds from Building Trust Eastern Oklahoma Development
District 50,000
Due to Building Trust Eastern Oklahoma Development District from
General Funds (50,000)

Interfund balances at June 30, 2012 were as follows:

Amount
Due to Special Revenue Funds from General Funds $ 117345
Due to General Funds from Special Revenue Funds $ (117,345)
Due to General Funds from Building Trust Eastern Oklahoma
Development District 50,000
Due to Building Trust Eastern Oklahoma Development District from
General Funds (50,000}

Note 5: Fixed Assets

A summary of changes in fixed assets for the year ended June 30, 2013, is as follows:

Balance Balance
June 30, 2012 Additions Reductions June 30, 2013
General Fund
Building Improvemenis $ 1,900 $ — $ — $ 1,800
Furniture and equipment 23815 — — 23815
Total Historical Cost 25715 — — 25715
Building Improvements {1,48%) (127) — {1,626)
Furniture and equipment {20,687} (2.115) — (22.812)
Total Accumulated Depreciation (22.196) {2.242) — {24,438}
Grand Total 53519 e T 9. 1277
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Eastern Oklahoma Development District
Notes to Financial Statements
June 30, 20113 and 2012

Note 5: Fixed Assets {con’i)
A summary of changes in fixed assets for the year ended June 30, 2013, is as follows:

Special Revenue Fund

Building $ — $ — $ — $ —
Furniture and equipment _ 41288 — — 41,299
Total Historical Cost —41.209 — — 41,299
Building - — - —
Furniture and equipment .. (36937 {3,384) o (40,321
Total Accumulated Depreciation _(36.937) (3,384) o (40.321)
Grand Total $en 362 . (3.384) $._ . o $.. 978

A summary of changes in fixed assets for the year ended June 30, 2012, is as follows:

Balance Balance
June 30, 2011 Additions Reductions June 30, 2012
General Fund
Building Improvements $ 1,900 % — $ — 3 1,800
Furniture and eguipment 23,815 — — 23815
Total Historicat Cost 25715 — — 25,715
Building Improvernents (1,372} (2,9986) — (4,368)
Furniture and equipment {17.701) 127 — (17,828}
Total Accumuiated Depreciation {19.073) {3.123) —_ (22.196)
Grand Total 5 6642 S (3123 S F 518
Special Revenue Fund
Buiiding $ - $ — $ — $ —
Furniture and equipment 41,299 — — 41,299
Total Historical Cost 41299 — —_ 41,209
Building - — — e
Furniture and equipment e {31,813) (5,124} - (36,937)
Total Accumulated Depreciation —_(31.813) {5.124) — (38,937
Grand Total $ 2,486 $__ (5124 $ = $__ 4,362
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Eastern Okiahoma Development District

Notes to Financial Statements
June 30, 2013 and 2012

Noie 6: Retirement Plan

The Organization has a defined contribution 401(k) pension plan covering substantially all of
its employees. The Organization makes matching contributions equal to the employee's
contribution not to exceed 5% of the employees’ gross wages. The contribution during 2013
and 2012 was $16,343 and $56,044, respectively.

Note 7: Related Party Transactions

The Organization leases space from the Building Trust Eastern Oklahoma Development
District on a month to month basis. Lease expense for the fiscal year ending June 30, 2013 and
2012, was $11,000 and $13,000, respectively.

Note 8: Economic Dependency

The Organization receives a significant portion of its revenue from funds provided through
federal and state grants. The grant amounts are appropriated each year at the federal and/or
state level. The amount of the funds the Organization receives could be reduced significantly,
which would have an adverse impact on its operations. Management is not aware of any
actions that will adversely affect the amount of funds the Organization will receive in the next
year.

Note 8: Commitiments and Contingent Liabilifies

In the normal course of operations, the Organization participates in a number of federal and
state assisted grant programs. These programs are subject to audit by the grantors or their
representatives. Such audits could lead to requests for reimbursement to the grantor agency for
expenditures disallowed under the terms of the grant. Presently, the Organization has no such
requests pending, and in the opinion of management, any such amounts would not be
considered material.
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HINKLE &
COMPANY

5028 E. 101st Sireet
Tulsa, OK 74137
TEL: 918.482.3388
FAX: 918.492.4443

www. SBAdvisors.com

independent Auditors’ Reporf on Compliance and on Internal Control
over Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Board of Directors
Eastern Oklahoma Development District
Muskogee, Oklahoma

We have audited, in accordance with the auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards issued by the
Comptrolier General of the United States, the financial statements of the Eastern
QOklahoma Development District, as of and for the year ended June 30, 2013, and
the related notes to the financial statements, which coliectively comprise Eastern
Oklahoma Development District’s basic financial statemenis, and have issued
our report thereon dated September 4, 2013.

Internal Control over Financial Reporting

in planning and performing our audit of the financial statements, we
considered Eastern Oklahoma Development District's infernal control over
financial reporting (internal control} to determine the audit 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 Eastern Oklahoma Development District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Eastern
Okiahoma Development District’s internal control.

A deficiency in internal control exists when the design or operation of a
control does not allow management or employees, in the normal course of
performing thelr assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’'s financial statements will not
be prevented, or detected and corrected on a timely basis. A significant
deficiency 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.

Our 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.



Board of Directors
Eastern Okiahoma Development District
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Eastern Oklahoma Development
District's financial statements are free from material misstatement, we performed tests of its
compliance with cerain 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 matfters 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 controt and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity's
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

VA & Congmyre

Tulsa, Oklahoma
September 4, 2013
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Eastern Oklahoma Development District
Schedule of Expenditures of Federat Awards
June 30, 2013

Federal Grantor/Pass-through Grantor Federal
Program Title CFDA Number Expenditures

U.S. Department of Health and Human Services

Special Programs for the Aging — Title Vil 93.041 8,515
Special Programs for the Aging — Title Hl, Part D Preventive Health 93.043 26,411
Special Programs for the Aging — Title HI, Part B Grants for
Supporiive Services and Senior Centers 93.044 410,475
Special Programs for the Aging — Titie lll, Part C-1 Nutrition Services 03.045 516,141
Special Programs for the Aging — Title Hll, Part C-2 Nutrition Services 53.045 258,529
Special Programs for the Aging — Title i, Part E Care Giver Support 93.052 126,183
Medicare knrollment Assistance Program 93.071 9,563
Centers for Medicare and Medicaid Services Research,
Demonstrations and Evaluations 83.779 1,706
USDA Area on the Aging 93.053 233,016
1,589,528

U.8. Department of Commerce
Economic Development Planning Assistance 11.301 150411

$...1.739.940
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Eastern Oklahoma Development District
Notes to Schedule of Expenditures of Federal Awards
June 30, 2013 and 2012

Note 1: Basis of Presentation

The schedule of expenditures of federal awards includes the federal awards activity of
Eastern Oklahoma Development District (the Organization) and is presented on the accrual
basis of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of State and Local Governments, and Non-Profit
Organizations. Therefore, some amounts presented in the schedule may differ from amounts
presented, in or used in the preparation of, the basic financial statements.

Note 2. Subrecipients

The Organization does provide U.S. Department of Health and Human Services awards to
subrecipients for senior citizen programs.
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5028 E. 101st Street
Tuisa, OK 74137
TEL: 918.492.3388
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www. SBAdvisors.com

Independent Auditors’ Report on Compliance with Requirements
that Could Have a Direct and Material Effect on Each Major Program
and on Internal Control over Compliance in Accordance with OMB
Circular A-133 and the Schedule of Expenditures of Federal Award

Board of Directors
Eastern Oklahoma Development District
Muskogee, Oklahoma

Report on Compliance for Each Major Federal Program

We have audited the Eastern Oklahoma Development District compliance
with the types of compliance requirements described in the OMB Circular A-133
Compliance Supplement that could have a material effect on each of the Eastern
Oklahoma Development District's major federal award programs for the year
ended June 30, 2013. The District’'s major federal programs are identified in the
summary of auditor's resulls section of the accompanying schedule of findings
and guestioned costs.

Management’s Responsibility
Management is responsible for compliance with the requirements of laws,
regulations, contracts and grants applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the
District’'s major federal programs based on our audit of the types of compliance
requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the comptroller General of the United States; and
OMB Circuidar A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 reguire that we plan
and perform the audit to obtain reasonable assurance about whether non-
compiiance with the types of compliance referred {o above that could have a
direct and material effect on a major program occurred. An audit includes
examining, on a test basis, evidence about the District's compliance with those
requirements and performing such other procedures as we considered necessary
in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on
compliance for each major federal program. However, our audit does not provide
a legal determination of the District's compliance.
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Opinion on Each Major Federal Program

In our opinion, the Eastern Oklahoma Development District complied, in all material
respects, with the types of compliance requirements referred to above that could have a direct
and material effect on each of its major federal programs for the year ended June 30, 2013.

Report on Internal Contro! Over Compliance

Management of the Eastern Oklahoma Development District is responsible for establishing
and maintaining effective internal control over compliance with the types of compliance
requirements referred to above. In planning and performing our audit of compliance, we
considered the Authority’s internal control over compliance with the types of requirements that
could have a direct and material effect on each major federal program to determine the auditing
procedures that are appropriate in the circumstances for the purpose of expressing an opinion
on compliance for each major federal program and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express
an opinion on the effectiveness of the Sequoyah County Water Association's internal control
over compliance.

A deficiency in internal controf over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with a
type of compliance requirement of a federal program on a timely basis. A malerial weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonabie possibility that material noncompliance
with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit atiention by those charged with
governance.

Our consideration of internal control over compliance 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 compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we considered to be
material weaknesses. However, weaknesses may exist that have not been identified. The
purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.
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Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of the Eastern Oklahoma Development District as
of and for the year ended June 30, 2013, and have issued our report thereon dated September
4, 2013, which contained an unmodified opinion on those financial statements. Our audit was
conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by OMB Circular A-133 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 been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the 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 expenditure of federal awards is fairly stated in all
material respects in relation to the financial statements as a whole.

VA 200§ Comee

Tulsa, Oklahoma
September 4, 2013




Eastern Oklahoma Development District
Schedule of Findings and Questioned Costs
June 30, 2013

Summary of Auditors’ Results

1.

The opinion expressed in the independent accountants’ report was:

Unqualified [0 Qualified {1 Adverse [ Disclaimed

The independent accountants’ report on internal control over financial reporting described:
Significant deficiency(ies) noted considered material weakness(es)? [J Yes No

Significant deficiency(ies} noted that are not considered to be a
material weakness? (1 Yes K No

Noncompliance considered material to the financial statements was
disclosed by the audit? 0 Yes [ No

The independent accountants’ report on internal control over compliance with requirements
applicable to major federal awards programs described:

Significant deficiency(ies) noted considered material weakness(es)? [ Yes No

Significant deficiency(ies) noted that are not considered to be a
material weakness? [] Yes No

The opinion expressed in the independent accountants’ report on compliance with
requirements applicable to major federal awards was:

Unqualified [0 Qualified [0 Adverse [J Disclaimed

The audit disclosed findings required to be reported by OMB Circular
A-1337 3 Yes No

The District’'s major program was:

Cluster/Program CFDA Number
Special Programs for the Aging — Title Vi 93.041
Special Programs for the Aging — Title Ill, Part D 93.043
Special Programs for the Aging - Title 1}, Part 93.044
Special Programs for the Aging — Title 1ll, Part C 93.045

Special Programs for the Aging — Title ill, Part E 93.052
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Schedule of Findings and Questioned Cosis
Year Ended June 30, 2013

(Continued)

Summary of Auditors’ Results (Continued)

8. The threshold used to distinguish between Type A and Type B programs as those terms are
defined in OMB Circular A-133 was $300,000.

9. The District qualified as a low-risk auditee as that term is defined in
OMB Circular A-133. Yes [J No

Findings Reguired to be Reported by Government Auditing Standards

No matters are reportable.

Findings Reguired to be Reported by OMB Circular A-133
No matters are reportable.
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Findings Reguired to be Reported by OMB Circular A-133

No maitters are reporiable.
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