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INDEPENDENT AUDITOR'S REPORT

Board of 1irectors
Epzers County Rural Water District Mumber 12
Cvasan, Okiahema 74020

Report en the Financial Statem ends

We bave audited the accompanying fnancial skalcmcots of Rogers County Rural Water District Number 12,
Orasse, Oklahoms, which compnisc (ho statements of net position a5 of Deswmber 31, 2014, and the related
gtafements of revenues, expenses, and changes in net pusition, and cash flows for the vears thon cnded, and the
related notes w the financial statcments, which collectively comprise the Disirict’s basic financial statements as
lisled in the table of contents,

Manzgement’s Kesponsibilly tor the Financial State ments

Munagement iz responszible for the preparation and fair presentation of these Anamets] siziements in aceordsnee with
pocounting principles pencrally scooplod nthe United States of America; this includes the design, implerentation,
and maintenance of internal control relevant 1o the preparation and [air preseniation of financial staloments that ure
[ree tom tnaleral msstateneant, whether due Lo Faod or cmor.

Anditnr's Respnnsibility

O responaibility Is to express an opinien, on these financial statements bazed on our andits. We conducted our
audits in aceordance wilth audiing slanderds generadly accepled 1o the United Stalcs of America and whe stondards
applicable to financinl audits contained in Governsent Auditing Standards, issued by the Comptroller General of the
Uniled States, Thase stand artls requite that we plan and perform the andit to obiain regsonable assurance aboat
whether the financial statennents are free foom material misstatcmoent.

Anandit involves perfirming procedurcs to obtain andil cvidense gbowi ihe smwounls and discloswes inthe financial
statements. Thae provedures selected depend on e auditor's judgment, including the pssessment of the risks of
mesherisl misstatetnent of the financial statements, whether due to frend er emror. Tn meking those risk assessmenis,
the auditor considers intornsl control relevant W the codly'2 prepacation and fair presemtation of the financial
staletnents in order to design audit procedurss that are appropriate in the cireumslanes, bul oot fot e purpose of
vrpressing wo opinion oo the effectivensss of the entity’s internal contrel. Accordingly, we cxpress no such vpinion,
An andit also includes evaluating the appropriatencss vl avcoutilitg policies ussd and the reasonableness of
sivmilicanl aceounting estimates made by management, as well ax cvaluating the overll prosentation of the [inencial
statrincnls.

We belizve that the andit cvidenes we have obtained is sufficient and appropriate to provide a basis lox our audit
CpIninD.



Opinion

1n our opinion, the financial statemenis refermed to above present fairly, in all material respects, lhe Ainancial position
of Rngers County Bural Water District Number 12, a5 of Decernber 31, 2014, and the resulis of its opcrations

and itz cash fows [or the years then ended in accordance with accounting principles gencrally accepted in the
United States of America.

Other Matters
Required Sypplementary inkor matien

Accounting principles generally accepted in the United States of Americy roquire that the managesent's disoussion
and analysis be preseated to supplement the besic [lnancial stalcments. Such tnfonmation, although nol a part of the
baste financial statements, is tequited by the Govermmental Accounting Standards Board whe considers it to be an
gssemiiyl parl of Gnuneial reporting for placing the basic {inancial slstuments tn an appropriate opetational,
£00onomic, or hisiotieal conlext, W have applied certain Hrmited procedurss ko the requized supplemnentary
information m accocdance with auditing stendands pencrally accepted i the Tnited States of America, which
consisted ol imuuines of mansgement about the methods of preparing the information snd comparng the
information for consistency with managewent’s responses to our inguictess, the basic linancial statcmeonts, and other
Enowledge woe obtained during our audit of the hasic financial statements, We do not sapress an opipgon o provide
ahy azsucance on the infocmation besauss (e limikd procedurss do not provide us with sufficient evidence to
express 1o opinien ur provide aoy sssurance.

(icher Tnfarmation

Chor andit was conducted for the purpose of forming opmnions on the financial statements that collectvely compriss
the Disirice’s financial statements,

Report Essoed in Aceurdance with Goveroment Auditing Standardy

In accerdance wilh Goversment duditimg Yoo, e have also issued a report dated September 5, 2015 on our
consideration of the District’s intemal contre] over financial reporting and on vur tesis ol i compliatice with certain
provisioms of Jaws, regulalions, coulracts, grant apeeenments, and other matters. The pupose of that repert 1s (o
duscribe the scope of our testing of internal control over fmancial reporting and comnplisnce sod thg resulls of that
testing, and not to provide an upinivn on the inlernal ¢control over fimancial reporting or om compliznee. Those
Toporis wre an integral part of 2o eudit performad in acerdance with Goverrement duditing Standards in considering
the District’s intormal comtrol over financial reporting and compliance.

Bassell Cunningham, CPA
Septemmber 9, 2015



Fogers County Rural Water Disiriel Nomber 12

Statemnent of Net Assuls
Aol December 31, M4

ABSETS

Clurrent Assets
{ash & Fouivalenls
Acuounks Recorvahle
Todal Cummenl Asscts
Fived Aszefs
Watcr moters
Water Taps
Watcr System
Tl Acournulaled Deprociztion
Totad Fixexd Assets

TOTAL ASSETS

LEABILITIES ANI¥ NET ASSETS

Current Liahilitics
Accounts Payablc

Total Carrent Liahilites
Total Liahilitles

Net Assets

Met Assets Invested in Cupital Assels

Unrestricted Muel Assels

Total Net Asyets

TOTAL LIABILITIES & NET ASSETS

Sar Arcempanying fdemrerdent Auditor s Repor) ond Nodes io Finoeciol Statemgnre

$ 131,583

4,145

135,728

30.000

59,595

313,299
{240,297

162,597

3 298393

] 3,704

3,704

.
=

162,597
132,024

20621

b 298 525



Bogers County Fural Water District Number 12
Smtement of Revenues, Expenses, and Chanpes in Wet Ascets
[ur the ¥ear Ending Decembur 51, 2004

Revenue from aperacdions
Water Sales, Taps & Maimenonee Foos

Waintenance & Cperations Bxpense
Water urchased
Dicpreciation Bxpense
Repairs & Maintenanoe
Baookeeping & Accounting
Legal Fees
Licenses & Petimila
Olfive Exponse
Water Trenlment

Total Expenses from Maintenance & Operations

Ueility Opersting Income
Intere:t [neone

Change In Mot Assets

Mot Azscts, boginning of period

Met Assats, end of period

5 132,742

$9,935
10822
2,264
14,640
487
420
252
1,766

12{L5R1

T4

§2,235

252 386




Fogers County Rural Water 1sldcf Number 12
Statement of Cash Flows
For the Year Ending December 31, 2014

Oiperating Activities:

Operaling Cash Receipts from Customens

Cash Payments o Vendors for Gioods and Szrvices
Net Cash from Operaling Activities

Investing Activides
Interest Tncome

Net Cash frem Investing Aclivities
Mot Change in Cash and Cash Equivalents
Cash & Cush Equivalents at Beginning of Year

Cash & Cuaxh Equivalents at End of Year

Reconclliation of Change In Nek Assets to Yet Cash Provided
by Operating Actvities

Changr in Mot Asscts

Adjustments tu Reconcile Net Tncome dn Net Cash
Provided by Operaling Aclivities

Diepreciation
Changes in Cerlain Assets and Linbilitices:
Aceounts Receihvahle
Accountz Payable
Interest Tncome
Net Cavh Provided by Operaling Activikies

Supplumenlal Disvlosures:
Chash Consists eft
zsh in Bunk
Savings in Bank
Cash at End of Year

Tnterest Paid During the Ysar

Income Tax Paid During the Year

S Aevomprindag fedependenl Aweditors Report ard foter to Financind Siaiereesmi

S 140,596
{118,622
__ 20974
74

_ 74
$ . 30,045
101,533
3 131583
$ 12,235
10,822
7,454

[ %63)
f 4}
o7

73,7492

$ 131,583
5 0
5 (



Eegers County Rural Water 1istrct Number 12
Notes o Financial Statements
For the ¥ear Ending December 31, 2014

Note 1 —Suimmary of Significant Accounting Policies

Organization and Nature of Operation

Rural Warer District Nureber 12, Inc. (hereinafter the “Distriet™), is an Okfahoma Corporalion incevporated on
November &, 1993, The Distriot is 4 corpurate body for public putpescs ercated under ‘Litle $2 ol lhy Oklshoma
Satubes und accardingly 1= 2 separate endily [or operating and financial reporting purposcs. The gengral operating
authorty for the Rural Water Disteiel is contained in Title 82, Oklaboma Statutes. The District commonly gos by
Rozers County Rural Water Disirict N umber 12,

Reporting Eotry

Fuor [Inanciul repuriing purposes, a reporting entity’s financial statcmonls should include all component units over
which another component unit (oversight unil) cxerciscs financial accountability, Financizl accountabilily imeludes
such wypuels 4 sppomtment of poverning body members, designaidon of menagement, the ability to significantly
influences aperations and accountability for [iseal maliurs,

Based upon the above criveria, there are no componoit tnits to be included within the Iigicict a2 2 repurling ently.

Basiz of Acconnting
The Diastrict uwses the acerual basts of aceounting, Reverpes ae recorded when eamed and ¢xpunses are rocopnized
whet incuered. This policy §s in seoordancs with General Accepted Accounting Principles.

Flxed Assets and Depreciaton

The Tristrict’s fived assets are valued at cost. Fixed Assets are capitalized if their oosl excesds § 5,004, The
Disiriel’s fixed aszels are depreciated wsmy he stoiphl-Tine methed lor Iinancial reporting purposes. The vsclid llc
i forby years for the water system and water taps and 20 vears for the water meters, Depreciation amonnts to

5 10,822 for fiscal voar 2014,

At each halance sheet date, the District reviews the cenying valuc of its property and equipment to detormine 18 Tacts
amed cIroumstinees suggedt that they may be impaived or that the depreciation period mey need to be changed. The
Diistrict considers cxtomal thotors tclating to cach assol, meluding conlnct changos, Tocal marckol developments, and
cther publicty availablze informaton. The District doss not bolicve thers arc any indicators Toquiring an adjustment
to Lho cureyiny value of the propery and equipment o their rermaining usafal lives a5 of December 31, 2014,

Income Taxes
The District is exempt from Federal and State income taxcs.

Credit Risk
‘The I¥istrict®s receivables consisl pomarily ol uncolluteralized customer obligations for water ctinsumed. Tf these
cusiomers were to leave the District prior to paying off their account, celleobility could be diflicull.

Acevunting Estimeales

The preparation of Finangial statements in conformity with U.S, gencrally acecpicd accounting principles requires
managemsnt to make estimatcs ;nd sssumiptions which elleel the amounts reported in the accompanying finuncial
statemnents and relafed footnomes, hanagement bases its estimatcs and assumptions oo historical experience,
ohservance of industry tronds, and varioss other sources of imformation and facturs, the results of which fram the
hasis for making judzments regarding the tamying valuc of assets and Habililies not readily apparcat from other
sonrces. Actal resnlts could difler lomn these estimates.



LCash and Cash Equivalents

District vunsiders all cash on baod; cash jo bank and quid investments with original maturitics of three monihs or
less to be cush und cash equivalenis,

Business and Credit Risk
The District provides watcr service an account to its eysiomers which are all located n Ropers Connty, Okbaboma,

MNole 2 — Accnunis Reccivable

Accopnts receivables vonsist of amounts bitled Lo rosidents within the Disiricts area of operption [or watcr used, hut
arc not yet paid,

Nuofe 3 — Current Tiabllities
Accounis payuble consists of amounts payebls (o vendors for supplies relaled i vperations in the amouns of 5 3,704,

NiHe 4 — Depusit and Tnvestment Risk
As of December 31, 2004, all deposits were coverad by IDIC insuranee. From time to lime, the Distocl will have

amwunts on depnsit that ace nol eovered by FDIC insurance, It is of the upimon of management that the solvency of
the [inancial instiuton is not of particular conger st this Ume.

Mote 5 — Fair Value
The carrying amnount reported in the balance sheot fur cash ind cash equivalents approximates fs fair valoe,

Nnte b — Commitments
The District is committed to purchase water from Rural Walsr Distoict 43, Rogers County, Oklahoma,

Note 7 - Subsequent Events
Subseyuent cvinls have been cvaluatod through the financial statement release date of Seprember @, 2015 with no
itzmns noted for reporting,



Ruessell Conningham, CPA
Ceplified Public Accountant
2121 Sonth Colinbia, Suite 210
Tulsa, OK. 74114

INDEFENDENT ALDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCTAL REPORTING
AND (N COMPLIANCE AND OTHLER MATTERS BASED ON AN
ALDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACUDRDANCE WTTH GOVERNMENT
ALUDITING STANDARDS

EBourd of Dhirectors
Begery County Bural Water Thstrict Number 12
Owrazzo, Oklahama

We have audited the fivencial sislvmeots of Regers County Rural Water District Number 12, as of and for the
years ended Decemboer 20 14, and have issued cur report therson dated Scplembee 9, 2015, We conductad our andit
mn eccordanes with audiling slanderds ponomlly accepted I the United States of Americs and the stundards
applicable to financial audits contained in Gevernment Auditing Standards, issued by the Compiroller Greneral of the
United S1ates. The Distrivt did nol present the Management Discnssion and Apnaleais which is reguired
supplementary information under accounting principals generally acseplud in the Wnitcd Stater of America.

Internal Control Over Finaneial Reporting

In ptanning and performing our audit, we considersd Rogers County Rural Water Distriet Nuember 12%5 inlernal
conirsl over finsneial reporting o order to delenmine our suditing procedures for the pumpase of expressing our
apimon an the financial statementz, and not to provide an apinion on the indernal contral aver fingneial reporting.
Acoordingly, we do nol eapress sn opinion oo e clfeclivenoss of Regers County Rural Water District Number
12°s inlernal conteol over financial repotting,

Oue consideration of the internal controf over financial reporting wias for the limited purpose deseribed in the
preceding paragraph and would not ncecssarily diselose a1l matters in fhe indernal control thet mipht e sivmiGesnl
deficiencies o material weslnesses, |Towever, as discussed below, we Identified certain deficiencies in intermnal
vontre] over [imanciel reporting shat we consider (o be significant deficiencies,

A deficiency in intermal confrof vxisls when Lhe design or operaljon of & conirol dees not allow management or
emplovess, in the normal course of perfanning their assigned [upctons, W preveni, of detcel sod orsect
misstatemants on a trmeky basis. 4 material wealpess s # deliciency, or a combination of deliciencigs, in intemal
control sueh that there iy o reszonable posgibility (hat a materisl misstatement of the entity’s financial smtements will
not bu proventad, o detested and cotrected on a tmely basiz. We consider the deficimneics 11-1 and 11-2 described
in the accompanyiny schedule of lindings 1w be material weaknesses.

A significant deficiency is 2 deficiency, or a combination of defiicneiss, in internal concrol that iz less severe than a

mlenial weakness, vet important enough to ment attention by fhose chargped with povernunes, We congider the
deficicncy 11-3 described it the accompany schedule of findings to be a significant deficiency.

1a



Compliance and Other Mathers

As part of obtaining reasenable assurance about whether Rogers County Rural Water District Number 1273,
{inamial stwtements are free of material misstatement, we perfirmed tests of it compliance with certain pProvizions
of laws, regulativng, contracts and aranl agreements, noncempliznos with which coudd have a direct and mategal
effect on the determination of financial statement ameounts. However, providing an opinion o compliance with
those provisions was nat an objective ol our audit and, accordingly, we do not express such an apinion. The results

of our tusts disclesed no inslances of noncompliance or other matters that are required to be reported under
Government Auditing Standards,

Rogers County Rural Water Pistrict Number 12's, responses 10 Lhe findings identified in our sudit arc disclosed
m the accompanying schodule of findings and responscs. We did not sudit Roegers County Rural Water District
Number 12°s, vesponse and accordingly, we exprass no opition on it.

Thas roport is intended selely for the intformation and use of manmgement, the Board of Birectors, vihors within the
entity and lhe Oklshoma State auditor sad i3 hol intended to he and should not be used by snyone ather than these
specified parties,

Russell Cenningham, CPA
September @, 2015
Tulsi, Okluhomms



Rogers County Rural Water Tijsivict Number 12
Scheduls of Findings
For the Year Ending Duember 31, 14

Contral Deficlensies
Aareriaf Weaknesy

-1, Segregution of Duties

Condition: The Listrict has 4 limitcd number of office persennel and, aceottingly, does not have adeqnate internal
accounting contrels in certain areas becanige of a lack of scorogation of duties,

Criferia: A good system of interual acecunling control contemplates an adequats scarogation of duties so that no
one individual handles 3 fransaction From itz inception to its complotion.

Affect, Inadequade segregufion of duties could adversaly affect the District's sbitity to detect misstatemenis in
amounts thet wonuld be matetial in relabon to the fnancial statements in g Litriuhy prriod by emiplayees in the normal
coutse ol porlurming their assipned functions.

Revommendation: Whilc we recognize that your ¢lfice stall may nutl be large coough ta permit an adequate
segregation of dutles in all respects [or un ellvctive system of internal controd, it is importan, that you be aware of
this conditive. [n situatives like this, management's close supervision and review ol acouunting inlormaton is the
best means of preventing and detecting etrors and reyreluritivs,

Responge: At the present time, the THstrict haz segregated the dulies in he most cficient mannor pessible, given its
lirniled glalil Due lo cost conslraints, tere will be no further administrative emplosyess added,

11-2.  Sigmificant Joums] Eotrics

Cameditinn: Dunng the comrze of our engagement, we proposed mnaterial audit adjustments that would not have boen
identificd as a resull of the Districls existng inlernal conleols, and therefore could bave resulied in a material
misstatement of the Dhastrict s fimancial statcments.

Criterig; A good syslem of inleenal acconnting conirel comteraplates and adequate sysier fiy recording and
procersmp entrics material to the nancial staloments,

Lfect: Tnadequate controls could adverscly st the Disiricl’s ability 19 detect missiaternenss in amounts that
would bo malerial in retation to the finencial starsments.

Recommendadion: While we recognize that your office staff is Hmited, if 3 imporlaol thal you be aware of this
condition. In situations like this, managemend’s close supervision and review of accounting information 1s the basl
means of preventing and detwoting crrors sod irrevulacities,

Fespomse: Duc to the Houted oflies sall, the District is aware of the deficiency in internal control. The District
peceprs the risk and due to cost constrainis, there will be no focther admintstrative employees added.



REogers County Mural Water Disirict Nurmber 52
Schedule vl Findings Page 2
Fur the Year Fnding Lecember 31, 2014

Sigrificant Deficiency

11-3  Preparalion of Financial Statemends

Condition: The Organization does not beve an nlomal control system designed io provide for the preparations of
the financial statemens being audited. As auditors, we were requesled to drafi the financial statements and
dusnmpanying notes to the financial siatemnomls.

Criterine: A pood sysiem ol imernal accounting contral eontemplates an adequak: system for recording and
provessing nlrics materisl to the financial statemenis,

Effect; This contrel defivicney could result in a misstatemest 1 the fnaneiyl statements that wrould not be pravenied
or detestad.

Recommendation: This citcumsiancy is ool unusus] in an organization of your size. [ is the responsibility of
mandgement and those charped with gevernance to make the decision whethur to scoopt the degree of risk

aszocialed with this condilion bucaese of cost or other consideration.

Rewporse; The District is aware o the doficiency in internz] control. The District accepts the risk and will not add
additicnal administrative employees due o cosL consLeainis,

11



