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Independent Auditors Report

To the Board of Directors
Choctaw County Rural Water & Sewer District #6
Boswell, Oklahoma

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the business-type activities of Choctaw County Rural Water
& Sewer District #6, as of and for the years ended December 31, 2022 and 2021, and the related notes to the financial
statements, which collectively comprise the District’s basic financial statements as listed in the table of contents.

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 Choctaw County Rural Water & Sewer District #6, as of December 31,
2022 and 2021, and the respective changes in financial position, and, where applicable, cash flows thereof for the years
then ending in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

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. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be independent of
the Choctaw County Rural Water & Sewer District #6 and to meet our other ethical responsibilities, in accordance with
the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Choctaw County Rural Water & Sewer District #6°s
ability to continue as a going concern for twelve months beyond the financial statement date, including any currently
known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with generally accepted auditing standards and Government Auditing Standards will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.
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In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards,
we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Choctaw County Rural Water & Sewer District #6°s internal control. Accordingly, no such opinion
is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Choctaw County Rural Water & Sewer District #6’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

Required Supplementary Information

Management has omitted the management’s discussion and analysis and budgetary comparison information that
accounting principles generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. Our opinion on the
basic financial statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 26, 2023, on our
consideration of the Choctaw County Rural Water & Sewer District #6°s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering Choctaw County Rural Water & Sewer District #6°s internal control over financial reporting
and compliance.

fﬁwﬂ & Willane Cokp, F.L.

Oklahoma City, Oklahoma
October 26, 2023
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Choctaw County Rural Water District #6

Statement of Net Position
December 31, 2022 and 2021

ASSETS

Cash in Bank - Unrestricted
Cash in Bank - Restricted
Certificates of Deposits
Accounts Receivable, Net
Prepaid Expenses

Total Current Assets

Capital Assets, Net

TOTAL ASSETS

LIABILITIES AND NET POSITION
Accounts Payable
Accrued Payroll Liabilities
Accrued Interest Payable
Current portion LTD
Total Current Liabilities

Notes Payable
Total Liabilities
NET POSITION
Net Investment in Capital Assets
Restricted for Debt Service and Maintenance
Unrestricted

Total Net Position

TOTAL LIABILITIES AND NET POSITION

2022 2021
$ (23338.08) $  11,309.00
30,282.12 56,579.37
143,985.28 143,900.40
50,540.53 51,283.36
2,014.59 1,859.04
203,484.44 264,931.17
2,418,148.41 2,536,284.65

$ 2,621,632.85

$ 2,801,215.82

$ 2452769 $ 16,817.17
2,211.04 2,403.11

- 3,842.42

50,000.00 24,456.48
76,738.73 47,519.18
840,000.00 919,973.14
916,738.73 967,492.32
1,528,148.41 1,591,855.03
30,282.12 56,579.37
146,463.59 185,289.10
1,704,894.12 1,833,723.50

$ 2,621,632.85

$ 2,801,215.82

The accompanying notes are an integral part of these financial statements.
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Choctaw County Rural Water District #6
Statement of Revenues Over Expenses and
Changes in Net Position
For the Year Ended December 31, 2022 and 2021

2022 2021
OPERATING REVENUES
Water sales $ 453,843.55 421,364.73
Membership and Other Revenues 18,201.95 5,577.86
TOTAL OPERATING REVENUES 472,045.50 426,942.59
OPERATING EXPENSES
Accounting Services 54,232.55 12,730.80
Bad Debt Expense - 13,417.38
Bank Fees 36.00 35.00
Contract labor 33,006.00 12,475.00
Depreciation 118,136.24 118,136.24
Insurance 4,550.45 4,332.46
Licenses & Permits 534.58 1,342.97
Materials & Supplies 13,413.23 13,016.20
Mileage Expense 8,820.00 8,346.72
Miscellaneous Expenses 3,191.78 468.24
Operating Supplies 18,701.49 21,342.70
Postage & Shipping 2,049.56 2,254.85
Professional Fees 6,500.00 6,350.00
Salaries & Benefits 37,944.01 41,656.06
Payroll Taxes 3,406.78 3,186.69
Utilities 6,374.04 4,688.39
Water Purchased 262,378.59 228,151.50
Water Testing Fees 3,649.00 6,335.00
TOTAL OPERATING EXPENSES 576,924.30 498,266.20
OPERATING INCOME (LOSS) (104,878.80) (71,323.61)
NON-OPERATING REVENUES (EXPENSES)
Interest revenue 143.29 15491
Interest expense (24,093.87) (44,098.57)
TOTAL NON-OPERATING REVENUES (EXPENSES) (23,950.58) (43,943.66)
NET CHANGE IN NET POSITION (128,829.38) (115,267.27)
Beginning net position 1,833,723.50 1,948,990.77

Ending net position

$ 170489412 $ 1833,723.50

The accompanying notes are an integral part of these financial statements.
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Choctaw County Rural Water District #6
Statement of Cash Flows
For the Year Ending December 31, 2022 and 2021

2022 2021
Cash flows from operating activities
Receipts from customers 472,788.33 $ 413,133.79
Payments to suppliers (413,724.72) (336,117.91)
Payments to employees (41,542.86) (44,492.98)
Net cash provided by operating activities 17,520.75 32,522.90
Cash flows from capital and related financing activities
Interest Paid on Mortgage Payable (24,093.87) (44,098.57)
Principal Paid on Mortgage Payable (54,429.62) (23,384.52)
Net cash flows from capital and related financing activitie (78,523.49) (67,483.09)
Cash flows from investing activities
Interest Received on Cash 143.29 154.91
Net cash flows from capital and related financing activitie 143.29 154.91
Net Increase (Decrease) in Cash (60,859.45) (34,805.28)
Cash, Beginning of the Year 211,788.77 246,594.05
Cash, End of the Year 150,929.32 $ 211,788.77
Reconcilement of change in net assets
to net cash provided by operations:
Income (Loss) from Operations (104,878.80) (71,323.61)
Adjustments to reconcile change in net position
to net cash provided by operating activities:
Depreciation 118,136.24 118,136.24
Changes in Assets and Liabilities:
(Increase) Decrease in Accounts Receivable (5,979.49) (23,245.90)
Increase (Decrease) in Allowance for Bad Debts 6,722.32 9,437.10
(Increase) Decrease in Prepaid Expenses (155.55) (58.33)
Increase (Decrease) in Accounts Payable 3,868.10 (772.37)
Increase (Decrease) in Accrued Payroll Liabilities (192.07) 349.77
Net cash provided by operating activities $ 17,520.75 $ 32,522.90
Cash in Bank - Unrestricted $ (23,338.08) $ 11,309.00
Cash in Bank - Restricted 30,282.12 56,579.37
Certificates of Deposits 143,985.28 143,900.40
Total Cash & Cash Equivalents $ 150,929.32 $ 211788.77

The accompanying notes are an integral part of these financial statements.
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CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO. 6
Notes to Basic Financial Statements
December 31, 2022 and 2021

Note 1: Summary of Significant Accounting Policies

Financial Reporting Entity

Rural Water and Sewer District No. 6, Choctaw County, Oklahoma (the District) was organized
for the purpose of providing water to the rural residents and businesses located in the southern
portion of Choctaw County, Oklahoma. The water district uses the accrual basis of accounting;
consequently, all revenue is included when earned, and all expenses are recognized when the
obligation is incurred.

Basis of Presentation, Measurement Focus, and Basis of Accounting

The District is financed and operated in a manner similar to a private business enterprise, where
the intent of the governing body is that the costs of providing water to the general public on a
continuing basis be financed or recovered primarily through user charges, or where the
governing body has decided that periodic determination of revenues earned, expenses Incurred,
and/or net income is appropriate for capital maintenance, public policy, management control,
accountability, or other purposes.

The District uses one fund which is a proprietary fund of a business-type activity as described
above. This fund is reported on the accrual basis of accounting; consequently, all revenue is
included when earned, and all expenses are recognized when the obligation is incurred.

Proprietary fund equity is reported as restricted net assets (funds that are restricted to a particular
use), unrestricted net assets, and investments in capital assets net of related debt.

Operating revenues and expenses for proprietary funds are those that result from providing
water, sewer, and solid waste collection services.

The preparation of financial statements requires management to make estimates and assumptions
that affect certain reported amounts in various funds. Actual results could differ from those
estimates.

Note 2: Stewardship, Compliance and Accountability

Budget

The District prepares an annual estimated budget of cash receipts and disbursements for the
purpose of adjusting water rates if necessary and as a forecast of cash receipts and disbursements
required by the USDA Rural Development. This does not meet the definition of a legally
required and adopted budget and accordingly is not presented.

Risk Management

The District's business activity is with customers located within a portion of Choctaw County,
Oklahoma. As of December 31, 2022, and 2021, the District's receivables were $50,541 and
$51,283, respectively. An overall decline in the economic condition of the area could affect the
collection of those receivables.
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CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO. 6
Notes to Basic Financial Statements
December 31, 2022 and 2021

The District is exposed to various risks of loss related to theft of and damage to assets, errors and
omissions, injuries to employees, and natural disasters. The District purchases commercial
insurance to cover these possible liabilities.

Commitments and Contingencies

The District participates in state and federally assisted loan and grant programs. These programs
are subject to program compliance audits by grantors or their representatives. Accordingly, the
District's compliance with applicable loan and grant requirements will be established at some
future date. The amount, if any, of expenses which may be disallowed by the granting agencies
cannot be determined at this time although the District expects such amounts, if any, to be
immaterial.

Note 3: Detail Notes On Transaction Classes and Accounts
The following notes present detail information to support the amounts reported in the basic
financial statements for its various assets, liabilities, equity, revenues, and

expenditures/expenses.

Cash and Equivalents

For the purpose of the Statement of Net Assets, "cash” includes all demand, savings accounts,
and certificates of deposits of the District. For the purpose of the proprietary fund Statement of
Cash Flows, "cash and equivalents” includes all demand and savings accounts, and certificates of
deposit with an original maturity of three months or less.

Deposits are classified into the following three categories: (1) Insurance or collateralized with
securities held by the entity or by its agent or in the entity's name (Category 1); (2) Collateralized
with securities held by the pledging financial institutions trust department or agent In the entity's
name (Category 2); and (3) Uncollateralized, including any bank balance that is collateralized
with securities held by the pledging institution, or by its trust department or agent but not in the
entity's name (Category 3).

All of the District's cash accounts are considered Category 1. The accounts are covered by FDIC
insurance up to $250,000. At December 31, 2022 all accounts were covered by either the federal
depository insurance or other collateral.

Accounts Receivable

Accounts receivables consist of all revenues earned at year-end and not yet received. Allowances
for doubtful accounts are based on accounts that are over 90 days old at the end of the accounting
year.

Capital Assets

Capital assets used in the District's operations are stated at cost less accumulated depreciation.
Depreciation is provided on the straight-line method at various rates based on the estimated
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CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO. 6
Notes to Basic Financial Statements
December 31, 2022 and 2021

useful lives of the assets. Generally, estimated useful lives of five years for trucks and tractors,
ten years for furniture, fixtures and equipment, and thirty years for the building and water system
are used. Maintenance and repairs as well as renewals and betterments of small amounts are
charged against Income as incurred whereas major renewals or betterments which extend the life
or increase the value of property are capitalized.

Capital asset activity for the year ended December 31, 2022 is as follows:

Beginning Ending

Balance Additions  Reductions Balance
Water System 4,033,386 - - 4,033,386
Land 1,500 - - 1,500
Standpipe & Water Tower 264,976 - - 264,976
Office Building 59,524 - - 59,5624
Office Furniture & Equipment 11,918 - - 11,918
Total 4,371,304 - - 4,371,304
Less: Accumulated Depreciation (1,835,019)  (118,136) - (1,953,155)
Net Capital Assets $ 2,536,285 $ 2,418,149

Capital asset activity for the year ended December 31, 2021 is as follows:

Beginning Ending

Balance Additions Reductions Balance
Water System 4,033,386 - - 4,033,386
Land 1,500 - - 1,500
Standpipe & Water Tower 264,976 - - 264,976
Office Building 59,524 - - 59,524
Office Furniture & Equipment 11,918 - - 11,918
Total 4,371,304 - - 4,371,304
Less: Accumulated Depreciation  (1,598,747)  (118,136) - (1,716,883)
Net Capital Assets $ 2,772,557 $ 2,654,421

Mortgage Payable

On December 2, 2002, the District financed their water distribution system by borrowing
$1,206,500 from the Rural Utilities Service agency of the United States Department of
Agriculture. The promissory note calls for monthly payments of $5,538. The promissory note
was executed on November 1, 2004 and matures in forty (40) years. The promissory note carries
a fixed rate of interest of 4.5%. The note is secured by a pledge and assignment of revenues and
receipts derived by the District from its water system and other revenue producing utility
systems. It is also secured by a mortgage and security agreement on the system. This loan was
paid in full during 2022.

Page 8



CHOCTAW COUNTY RURAL WATER AND SEWER DISTRICT NO. 6
Notes to Basic Financial Statements
December 31, 2022 and 2021

On March 16, 2022, the District refinanced their water distribution system by issuing a General
Bond Indenture for $915,000 thru the Bank of Oklahoma. This bond calls for bi-annual payments
adjusted annually. The Bond matures on March 1, 2037. The bond note carries a fixed rate of
interest of 2.81%. The Bond is secured by a pledge and assignment of revenues and receipts
derived by the District from its water system and other revenue producing utility systems. It is
also secured by a mortgage and security agreement on the system.

Requirements to amortize the mortgage payable at December 31, 2022 are as follows:

Year Ended Principal Interest Totals
2023 50,000 24,658 66,456
2024 52,000 23,239 66,456
2025 53,000 21,778 74,778
2026 55,000 20,274 75,274
2027 56,000 18,715 74,715

2027-2032 307,000 68,761 375,761

2032-2037 317,000 22,691 339,691

$ 890,000 $ 200,114 $ 1,073,130

Subsequent Events

Subsequent events have been evaluated through October 26, 2023 which is the date the financial
statements were issued.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Choctaw County Rural Water & Sewer District #6
Boswell, 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
Comptroller General of the United States, the accompanying financial statements of the business-type activities of
the Choctaw County Rural Water & Sewer District #6, as of and for the years ended December 31, 2022 and
2021, and the related notes to the financial statements, which collectively comprise the Choctaw County Rural
Water & Sewer District #6’°s basic financial statements, and have issued our report thereon dated October 26,
2023.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Choctaw County Rural Water
& Sewer District #6°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 opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Choctaw County Rural Water &
Sewer District #6’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Choctaw County Rural Water & Sewer District #6’s internal control.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Choctaw County Rural Water & Sewer District #6°s
financial statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Rt 4 LiMloane Cok, AL

Oklahoma City, Oklahoma
October 26, 2023
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