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Independent Auditors’ Report

Board of Trustees
South Western Oklahoma Development Authority
Burns Flat, Okighoma

Report on the Financial Statements

We have audited the accompanying financial statements of the South Western Oklahoma
Development Authority as of and for the years ended June 30, 2016 and 2015, and the
related notes to the financial statements, which collectively comprise the South Western
Oklahoma Development Authority’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 this financial
statement in accordance with accounting principles generally accepted in the United
States of America; this includes 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on this financial statement based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards appiicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obiain 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
disciosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due fo fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statemenis 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 entity’s internal control. Accordingly, we express no such opinion.

An audit also includes evatuating 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
apinion.

Opinion

in our opinion and based upon the report of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position
of the South Western Oklahoma Development Authority as of June 30, 2016 and 2015,
and the respective changes in financial position, and, where applicable, cash flows
thereof for the years then ended in accordance with accounting principles generally
accepted in the United States of America.



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages i through vil and pension information will be presented to supplement
the basic financial statements. Such information, although not & 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 hasic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplemental information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial staternents,
and other knowledge we obtained during our audit of the financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance,

Other Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Authority’s basic financial statements. The combining statements and the schedule of
expenditures of federal awards are presented for purposes of additional analysis and are not required as
part of the basic financial statements. '

The combining statements are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the financial statements
and certain additionat 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 combining statements are fairly stated in il
material respects in relation to the basic financial statemenis as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Audifing Standards, we have also issued our report dated November 28,
2016 on our consideration of the Authority’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, reguations, contracts, and grant agreements, and other
matters. The purpose of that report is {0 describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reperiing or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Authority's internal control over
financial reporting and compliance.

\—\‘:_,_XQ@L %r CQDW\Q@J‘G gL

Tulsa, Cklahoma
October 25, 2016



South Western Oklahoma Development Authority
Management’s Discussion and Analysis
June 30, 2016

The following discussion and analysis of South Western Oklahoma Development Authority’s
(SWODA) financial performance provides an overview of SWODA'’s financial activities for the
year ended June 30, 2016. Please read it in conjunction with SWODA'’s financial statements.

FINANCIAL HIGHLIGHTS

% The assets of South Western Oklahoma Development Authority exceeded its liabilities at
the close of the year by $2,431,499 (net position). Of this amount, $ 2,040,051
(unrestricted net position) may be used to meet the government’s ongoing obligations
to members and creditors.

% As of the close of the current year the South Western Oklahoma Development
Authority’s governmental funds reported ending fund balance of $1,911,528.
Approximately $ 1,872,872 is available for spending at the government’s discretion
(assigned and unassigned fund balance).

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to South Western Oklahoma
Development Authority’s basic financial statements. SWODA’s basic financial statements
comprise three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements.

This discussion and analysis of South Western Oklahoma Development Authority’s annual
audited financial statements, is required by Governmental Accounting Standards Board (GASB),
Statement No. 34. The intent of this discussion is to give management’s view and analysis of
significant financial activities affecting the government during the fiscal year, along with
comparative analysis of the government’s financial activities from prior years.

Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad view
of South Western Oklahoma Development Authority’s finances, in a manner similar to a
private-sector business.

The Statement of Net Position

The statement of net position presents information on all of South Western Oklahoma
Development Authority’s assets and liabilities, with the difference between the two reported as
net position. You can think of SWODA'’s net position as one way to measure the government’s
financial health, or financial position. Over time, increases or decreases in the government’s
net position are one indicator of whether its financial health is improving or deteriorating. You
will need to consider other non-financial factors, however, such as changes in Federal or State
funding formulas, changes in law, stature of elected officials, and the health of local, state, and
federal economies, to assess the overall health of SWODA.



The Statement of Activities

The statement of activities presents information showing how SWODA’s net position changed
during the most recent fiscal year. All of the current year’s revenues and expenses are taken
into account regardless of when cash is received or paid. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., accounts receivable and earned but unused vacation leave).

In the Statement of Net Position and the Statement of Activities, we divide the financial
activities of South Western Oklahoma Development Authority into two types:

Governmental activities—Most of SWODA’s basic services and programs are reported here,
including general government, Employment & Training, Aging Services, Economic and
Community Development, Public Safety, and Transportation Planning. Contracts with members
and other governmental entities, as well as state and federal grants, finance most of these
activities.

Business-type activities—SWODA charges fees to non-members (customers) for services and
facilities to help cover all or a part of the cost of providing those services and maintaining
facilities. SWODA'’s housing construction operation is included in these activities.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The South Western Oklahoma
Development Authority, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with funding restrictions and other legal requirements. All of the
funds of the South Western Oklahoma Development Authority can be divided into three
categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds—Most of SWODA'’s basic services are reported in governmental funds,
which focus on how money flows into and out of those funds and the balances left at year-end
that are available for spending. The governmental fund statements provide a detailed short-
term view of SWODA'’s general operations and the basic services it provides. Because the focus
of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may
better understand the long-term impact of the government’s short-term financial decisions.
The governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

SWODA maintains numerous individual governmental funds; however, data from the various
governmental funds are combined into a single, aggregated presentation. Information is
presented for the combined funds in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances.
Analysis of some significant individual fund data for these governmental funds is provided later
in this report.

Proprietary funds—Enterprise funds (a component of proprietary funds) are used to report the
same functions presented as business-type activities in the government-wide financial
statements. SWODA uses enterprise funds to account for its housing construction operation.

Fiduciary funds—Fiduciary funds are used to report assets held in a trustee or agency capacity
for others and which therefore cannot be used to support the government’s own programs.
SWODA acts as a fiduciary agent for the Oklahoma Association of Regional Councils and the
Wireless Holding fund.



The Organization As A Whole
Net Position

As noted earlier, net position may serve over time as a useful indicator of South Western
Oklahoma Development Authority’s financial position. For the year ended June 30, 2016,
SWODA’s net position increased by S 65,065 to $2,431,499. Business-Type activities net
position decreased due to an decrease in housing construction in progress and slowdown of
housing construction activities and sales during the year. Governmental activities net position
increased due to results of operations.

Current assets (see Table 1) contain $ 907,357 of Rural Economic Action Plan funds which have
been awarded, but for which projects are not yet completed. Deferred revenues, related to
these same REAP funds, of $ 897,354 are shown (Table 1) in current liabilities.

Table 1
South Western Oklahoma Development Authority’s Net Position
June 30, 2016 and 2015

Governmental Activities Business-Type Activities Totals
2016 2015 2016 2015 2016 2015
Current assets S 3,018306 $ 3,064,018 S (45,516) S (167,401) S 2,972,790 S 2,896,617
Capital and other 352,792 399,751 365,000 567,288 717,792 967,039
Total assets 3,371,098 3,463,769 319,484 399,887 3,690,582 3,863,656
Deferred outflows 188,938 172,459 4,448 4,090 193,386 176,549
Current liabilities 1,066,308 1,076,516 4,553 34,417 1,070,861 1,110,933
Long-term liabilities 204,489 117,654 4,814 2,790 209,303 120,444
Total liabilities 1,270,797 1,194,170 9,367 37,207 1,280,164 1,231,377
Deferred inflows 168,342 432,146 3,963 10,248 172,305 442,394
Net position:
Net investment in
capital assets 352,792 399,751 - - 352,792 399,751
Restricted 38,656 17,054 - - 38,656 17,054
Unrestricted 1,729,449 1,593,107 310,602 356,522 2,040,051 1,949,629
Total net position S 2,120,897 $ 2,009,912 $ 310,602 $ 356,522 S 2,431,499 S 2,366,434

Unrestricted net position — the part of net position that can be used to finance day-to-day
operations without constraints established by debt covenants, legislation, or other legal
restrictions total $1,729,449. An additional portion of SWODA’s net position ($ 38,656)
represents resources that are subject to external restrictions on how they may be used. These
restrictions apply to governmental activities such as the Revolving Loan program, Area Agency
on Aging, and other grant based programs in which SWODA participates.



Governmental Activities

For the year ended June 30, 2016, net position increased by $ 110,985 to $ 2,120,897. Table 2
illustrates the change in net position due to governmental activities. SWODA’s three major
governmental programs are displayed to provide additional detail for analysis.

Table 2
South Western Oklahoma Development Authority’s
Governmental Activities
June 30, 2016

Governmental Activities

Employment Aging Community All Other
and Training Services Development Government Total
Program revenues:
Charges for services S 167,061 S 515,496 S 87,665 S 323,950 $ 1,094,172
Grants/contributions 399,757 951,766 995,887 243,963 2,591,373
General revenues - - - 70,990 70,990
Total revenues 566,818 1,467,262 1,083,552 638,903 3,756,535
Expenses:
Program expenses 535,029 1,396,901 1,060,488 653,132 3,645,550
Total expenses 535,029 1,396,901 1,060,488 653,132 3,645,550
Changes in net position:
Net increase or (decrease) S 31,789 S 70,361 S 23,064 S (14,229) S 110,985

SWODA'’s Aging Services activities consist of three separate programs, Area Agency on Aging,
Case Management (Advantage services), and the CENA program. Case Management services
are provided to elderly residents in the SWODA district who wish to stay at home rather than
enter long-term care facilities. During the current year, the increase in net position for Aging
services is due to an increase in case management billing.

Community development activities decreased net position as of June 30, 2016 by $ 23,064,
mostly due to longer term projects that completed to billing phases.

All other government activities decreased net position by $ (14,229). The decrease is due to
results of normal operations.

Business-type Activities

The Statement of Activities shows an overall decrease of $(45,920) in net position for the
period. These funds account for the operation of the housing construction projects. The
current year decrease was due to a decrease in houses held for sale and results of operations
due to a slowdown in housing construction and sales.

Fund Balance
The Statement of Revenues, Expenses, and Changes in Fund Balance—Governmental Funds

shows SWODA'’s total governmental fund balance decreased $ (27,720) since last year due to
results of normal operation.



Budgetary Highlights

As directed by Title 60, Oklahoma Statutes, Sections 176 et seq. SWODA (a public trust) is
required to report, at least annually, the budget and financial condition of the trust to its
beneficiaries. SWODA’s by-laws require that staff “... annually prepare a budget for effective
operation of the Authority and submit it for approval of the Trustees.” Neither Oklahoma
Statutes nor the trust by-laws require a legally binding budget; SWODA'’s budget is intended to
be a guide for management of the trust to follow during day-to-day operations.

SWODA'’s budgetary process includes various stages. Budgets for most federal and state grants
or contracts must be approved by the governmental agency providing funding regardless of
board approval. Grant and contract budgets follow award periods, not necessarily the same as
SWODA'’s fiscal year. Management develops annual budgets (and amendments) by department
by grouping related grants and contracts for approval by the board of trustees. Staff reports
financial activity with budgetary comparisons monthly to the board of trustees.

Compilation of SWODA’s budget is based on management design of the Authority (by
department) and doesn’t necessarily follow a GASB 34 categorization. Due to the nature of
SWODA'’s budgetary process and the complexity of the numerous budget periods, a complete
budgetary comparison of SWODA is confusing and of little significance in evaluating the
financial management of the trust. All major revisions or variations made to the general
government and indirect allocation budgets during the year are approved by the board of
trustees and documented in the minutes of the trust.

Capital asset information

As of June 30, 2016, SWODA had $ 352,792 invested in capital assets, which is a net decrease
from the previous year balance of $ 399,751 due primarily to current depreciation expense.

Debt administration
SWODA had no debt outstanding during the year ended June 30, 2016.
Economic factors and funding dependence

The graphs on the following page illustrate SWODA’s dependency on State and Federal funding.
As noted previously in this discussion, the State and Federal economies influence SWODA’s
overall health. Revenue shortfalls and subsequent budget reductions pose a risk to SWODA’s
various government funded grants and contracts. Management has tried to mitigate this risk
by building an unrestricted reserve $ 2,040,051 and investing resources into strong local
programs.



Funding By Source

$35,411 .77% $1,072,516
23.25%

$1,942,816
42.12%

$1,561,942
33.86%

For the year ended June 30, 2016

Funding Trends

Federal

State

=== Local

2,029,656 1,950,495 2,046,033

1,899,884

1,978,227
X

1,577,448
1,659,038 1,788,134 1,992,832 1,561,942

1,147,201
1,366,498 1,128,840 1,072,516

2013 2014 2015 2016




Contacting SWODA'’s Financial Management

This financial report is designed to provide our members, district residents, government
agencies, customers and creditors with a general overview of South Western Oklahoma
Development Authority’s finances and to show SWODA'’s accountability for the money it
receives. If you have questions about this report or need additional financial information,
contact the SWODA Administration office at Building 420 Sooner Drive, Post Office Box 569,
Burns Flat, Oklahoma, 73624 or telephone us at 580-562-4882.

P ich ! Ry

MICHAEL RYBURN / Director of Business Development & Finance
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South Western Oklahoma Development Authority
Reconciliation of Governmental Funds and
Government-wide Financial Statements

Years Ended June 30, 2016

Reconciliation of the Government Funds Balance
Sheet to the Statement of Net Assets

Total fund balances — governmental funds $ 1,911,528
Amounts reported for governmental activities in the Statement of Net
Assets are different because:
Notes receivable : 40,470
Capital assets, net of accumulated depreciation 352,792
Pension related deferred cutflows 188,938
Liabilities are not due and payable in the current period, and
therefore, are not reported as liabilities in the funds.
Net pension liability (204,489)
Pension related deferred inflows (168.342)
Net assets of governmental activities $__ 2120897
Reconciliation of the Statement of Revenues,
Expenditures and Changes in fund Balance of
Governmental funds to the Statement of Activities
Net change in fund balance — governmental funds $ (27,921)
Amounts reported for governmental activities in the Statement of
Activities are different because:
Governmental funds report capital cutlays and issue costs as
expenditures, while governmental activities report depreciation
and amortization expense to allocate those expenditures over the
life of the assets:
Capital asset purchases capitalized 3,050
Depreciation expense {49,803)
Capital asset disposition, net (208)
Financing transactions with small business entities through the
revolving loan funds used current financial resources when new
loans are made and provide current financial resources as
repayments are received. However, neither transaction has an
effect on net assets.
Principal received on notes receivable (7,583)
Some expense in the statement of activities do not require the use
of current financial resources and, therefore, are not reported in
government funds
Pension related expenses, net change 193,448
Change in Net Assets — governmental activities $ 116,985

e Accompanying Notes are an Integral Part of the Financial Staternents



aoueied pund
pue satuqer [ejo L

@ouBRg puUn4 B0
paubsseun
poubissy
POOLISTY
ajgepuadsuop
Foue|eq puny

sepliige jejo ],
SNUBASI paLLIEBUN
pung Islo 0y ang
“dxs pansony pue
siqeded sunooay

safiqeny

slessy |Blo )

sjsodag
pung 1Byl wod eng
Alojuanul
ajgealanal SJUNODOY
SjusLUISaAL
yse]

sjo88Yy

6 SHislUBIRIS [RicuBUl 8Y] JO Med feibejul ue aie sajon BuiAuedwioony ey

Goe G0t % 5090cc % FARAFAR- RN 867769 ¢ Gor ool $ gFGBLE § — $ 6lg7Is01 $
6¥¥ 6LE b S66 161 $ 622806 GiG¥ $ — $ 040 £0¢ — 00L'1E0'L
geoeeh} — - — - - - B2CEC0L
198'868 880281 BZL'806 - — 05007 -— —
z2ar's 206y - GLG'Y - - - —
154 - - - - - - £LG'4
giggI0] 0i98e T8LE 151667 GoT'00!1 8267 21 0t9vl BI10¢
9.LL688 8EY 8 e 8v6 088 — — -— —
0vi'e8l 282'61 £8E'E £¥2'Z1 501’00k 98t'6L 018'%i 811'0¢
96 G10tc o 509°0¢¢ 5 A4 3 899./68 $ SOT 000 ¢ 2¥GBic $ 01g¥%L 3 BlciG01 %
rAA N - — - 1 - — 2i6'2
6L4'478 bLL' LS - - 28E'LT} L8E'ee PPL'e8 SZE'L
Z18'9/8'1 — — ZrB'Y08 — £69'81 — 221864
Z08's0L'L veg'erl ZLLZLS ¥Z8'26 (egz'12) pLp oL {p£5'89) yPE'6EZ

spung spund L6 ue|d uopoy EESTTSET 1beuey Buuierj pund
|EJUBUILLIBADS) [EJUSWILLIDAOS) peoueyul Jwuouody Buiby asen 9 jesausc)

fejo ) B0 {eany afiejueapy swikojdug

$1L0Z ‘0g sunp
199Ug PouR[eg SPUN4 [EIUSUILIBACK

fuoyiny juswidojoAa(] ewoyePO UI9ISIAR YINog




1ea} Jo pug
‘saouejeg pund

tea ) jo BuiuuBeg
'seousieg pung

Y3 0} siuatiAed
SIqeAIaal 30U
Lo paneoal jediouid

SaoURjEE
pund uy abueyn joN

sosuadxy |eio

shgpno (eyden
seif ybnoayl-ssed
sis00 weiboly
asuedxs JsaUin
=T
S}SOD J0aHPu|
sjyauag abug.g
saueeg

sasuadxsy

s)98sY [BloL

snuanst yojep
anUaAal pUB-U
BNUIASS }SBIBJY

SILBLISSBESY
pUB Sanp SJaquISpy

$30IJB8
pue sableys oo

suofendosdde
pue sjueib sl
stueb [2repag

SONUBASY

O SIBLLIBIRIS |BjoUBLYL S} JO HBd jeifaiul ue alr sayoN BuiAueduioooy ey
6FFBE6 T % g66'l6L % 8527805 % §IEY % = 8 050°€0e § = $ 00T TE0T S
8/6¢¥0°C £LL08) GECCEY 012 0¢ e gil'see — CreTA )
{g6%'01) (aBP'oL) — — - — — —

#l2'¢1 FLI'CL - — — — - —
(B¥2'00L) £90'8 ¥6F'GL {5£9'51) — (z1'z6) — {ovs'za)
GriCrry 2007/ 05 751 106 ¢6C ¢ 426'8¢63 Z15 p6b FIE00. 87608
$¥86°0¢C 569G - — 096 L0G — PEEGT
686'852'C 86204 - 28.'18e'} LEP'G00 e 8/6'001 s
LEl'goe LE0'8y — — — — ¥60'852 —
G/9'151 268'cC Z89°1L1 808'C 0ov's z9e'59 £10'8 WP'LE
QGE'L8 age'sz ¥8¢'0 — G/0'2 ereial 518l 890'L
£91L'2ZBT oL¥'es 0zg'Le Liv't Z8e'8e 529'v2 iBL'4G F0Z'c
gLL'cey qeL'6hl $00'/¥ 501'Z reo'as 259'601 229’08 £/6'g
912'506 648292 SLe'L6 g/9'y 9Es'8Ll G/8'222 TV ZLOLL
EEEEE N TI5TeL mooie 8827IE T TS geer TIEooL Zac T
= 86821 — (F7T785) £89°82 {€89°8¢) £/€ [GEZAIWD
68521 661°C — L¥B'Y — — — h1'04
Z2L°88 — — — e — — zTL'8E
1G6'880°L 26.°'681 000'0.22 — - 0L0°LEY lec'igl 208'02
988" L¥0'E 80L'+8E -— gey'nEr ) Z6¥'9ze — — —
g60'LGLL 82/ '8l — - £GLERY — 119'81s —
Spund spun.y L6 ugjd UOROY EETTN TS 1B Bujuged| nﬁsm
|EUBLUIBACE) [EJUSUUILLIDADT) paaueyusg HHUOUODT Butfiy asen 2 jelating
|etoi L8410 feiny afejurapy wswho|dwgy

G10Z ‘0¢ aunp papug iesp
aouejeg pundg uy sabueysn puy
saanjipuadxg ‘Sanuanay JO JUSLLLSL)S SPUNY {EJUSWILIBAOD)

fuoyiny juswidofaAa( ewoyepO UlsIsap Yinog




South Western Oklahoma Development Authority
Governmental Funds Statement of Revenues, Expenditures
And Changes in Fund Balance
Year Ended June 30, 2015

Reconciliation of the Government Funds Balance
Sheet to the Statement of Net Assets
Total fund balances - governmental funds $ 1,939,449

Amounts reported for governmental activities in the Statement of Net
Assets are different because:

Notes receivable 48,053
Capital assets, net of accumulated depreciation 398,751

Pension related deferred outflows 172,459

Liabilities are not due and payable in the current period, and
therefore, are not reported as liabilities in the funds.

Net pension liability (117,654)
Pension related deferred inflows {432, 146)
Net assets of governmental activities $_2.009.912

Reconciliation of the Statement of Revenues,
Expenditures and Changes in fund Balance of
Governmental funds to the Statement of Activities
Net change in fund balance — governmental funds $ (103,530)

Amounts reported for governmental activities in the Staternent of
Activities are different because:

Governmential funds report capital cutlays and issue costs as
expenditures, while governmental activities report depreciation
and amortization expense to allocate those expenditures over the
life of the assets: '

Capital asset purchases capitalized 14,325
Depreciation expense (50,532)
Capital asset disposition, net (671)

Financing transactions with smail business entities through the
revolving loan funds used current financial resources when new
loans are made and provide current financial resources as
repayments are received. However, neither transaction has an
effect on net assets.
Principal received on notes receivable {13,714)
Recovery of bad debt - 37,500

Some expense in the statement of activities do not require the use
of current financial resources and, therefore, are not reported in

government funds
Pension related expenses, net change 157,717
Change in Net Assets — governmental activities $___ 41,195

“Ihe Accompanying Notes are an Integral Part of the Financial Statements



South Western Oklahoma Development Authority
Statements of Net Position
Proprietary Funds
June 30, 2016 and 2015

Assets
Cash
Assets held for sale
Total Assets

Deferred Inflows of Resources
Deferred amounts related to pension
Total Liabilities

Liabilities
Accounts payable
Deposits held
Due to other fund
Net pension liability
Total Liabilities

Deferred Outflows of Resources
Deferred amounts related to pension
Total Liabilities

Net Position
Unresiricted
Total Net Position

2016 2015
$ 501 3 1,001
365,000 567,288
365,501 568,289
4448 4.090
4 448 4.090
4 052 33,416
501 1,001
46,017 168,402
4 814 2,790
55,384 205,609
3,963 10,248
3,963 10248
310,602 356 522
$__310,602 $__356.522

& Accompanying Notes are an Integral Part of the Financial Statements

12



South Western Oklahoma Development Authority
Statements of Revenues, Expenses, and Changes in Net Position

Proprietary Funds

Year Ended June 30, 2016 and 2015

Operating Revenues
Sales
Other
Total Operating Revenues

Operating Expenses
Cost of houses
Housing development

Total Liabilities

Changes in Net Position

Net Position, beginning of year

Net Position, end of year

2016 2015
$ 856,150 $ 688576
11,000 45,000
867,150 733576
847,215 659,066
65,855 41,797
813,070 100863
(45,920) 32,713
356,522 323,809
$__310602 $__356.522

e Accompanying Notes are an Integral Part of the Financial Statements

13



South Western Oklahoma Development Authority
Statements of Cash Flows
Proprietary Funds
Year Ended June 30, 2016 and 2015

2016 2015

Cash Flows from Operating Activities
Net Operating Income $  (45920) $ 32,713
Adjustments fo reconcile operating income to net
cash provided by (used in) operating activities

Changes in:

Assets held for sale 202,288 (204,673)
Accounts payable & accrued liability (29,364) 7,298
Deposit (500) 1,001

Due to other fund (122,385) 168,402

Net pension liability 2,024 2,790
Deferred inflows/Outflows related to pension (6,643) (6,530)

Net cash provided by (used in)

operating activities (500) 1.001

Net Change in Cash (500) 1,001

Cash, beginning of year

1.001

Cash, end of year $ 501 3 1,001

& Accompanying Notes are an integral Part of the Financial Statements 14



South Western Oklahoma Development Authority
Statements of Net Position
Fiduciary Funds
June 30, 2016 and 2015

2016 2015
Assets
Cash 5 35,385 3 41,494
Total Assets 35.385 41,494
Liabilities
Accounts payable 35,385 41,494
Funds held for others — p—
Total Liabilities 35,385 41,494
Total Net Position $ S —

Accompanying Notes are an Integraf Part of the Financial Statements



South Western Oklahoma Development Authority
Notes to Financial Statements
June 30, 2016 and 2015

Note 1: Summary of Significant Acéounting Policies

Reporiing Entity

South Western Oklahoma Development Authority (SWODA) was created as a public trust under
an indenture dated December 29, 1970, under the provisions of Title 80-05 1961 of the
Oklahoma Trust Act, the Inter-Local Cooperation Act of the State of Oklahoma; Title 74
Oklahoma Statutes, Supplement 1970, Section 1004(F), and other applicable statutes and laws
of the State of Oklahoma. its main offices are located in Burns Flat, Okiahoma. The Authority
provides a practical and organized means by which government units and public agencies with
the District: Roger Mills, Custer, Beckham, Washita, Greer, Kiowa, Harmon and Jackson
counties; may cooperate and coordinate their efforts to provide services, planning and facilities
for their population. ‘

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the econcmic resources
measurement focus and the accrual basis of accounting, as is the fiduciary fund financial
statement. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardiess of the timing of related cash flows. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.
Membership dues are recognized as revenues in the year for which they are due.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, SWODA considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures and expenditures relaled to compensated absences are recorded only when
payment is due.

Interest associated with the current fiscal period is all considered to be susceptible to accrual
and it has been recognized as revenue of the current fiscal period. Al cther revenue items are
considered to be measureable and available only when cash is received by SWODA.

SWODA reports the following major governmental funds:

General Fund ~ The General Fund is SWODA’s primary operating fund. It accounts for all
financial resources, except those required to be accounted for in another fund.

Area Agency on Aging Fund — The Area Agency on Aging Fund reports the activities related to
a grant from the Oklahoma Department of Human Services for the aging services programs.
accounts for revenues from federal and state sources and the expenditures thereof related only
to that grant.

Enhanced 911 Fund — The enhanced 911 fund reports activities related to a contract with the
Southwest Regional 911 Association.
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South Western Oklahoma Development Authority
Notes to Financial Statements
June 30, 2016 and 2015

Note 1: Summary of Significant Accounting Policies (Continued)

Measurement Focus and Basis of Accounting (Continued)

Advantage Case Management Fund — The Advantage Case Management Fund accounts for
revenues received from the Oklahoma Health Care Authority for a fee for service.

Rural Economic Action Plan Fund — The Rural Economic Action Plan Fund reports the activity
related to grants from the Oklahoma Department of Commerce for the REAP program. This
fund accounts for revenues and related pass-through expenditures o member communities for
specific projects.

Employment & Training Fund — The Employment & Training Fund reports activities related to
grants through the Oklahoma State University - OKC for Workforce innovation and
opportunities, which provide services to youth, adults and dislocated workers.

The other governmental funds account for revenues received from federal and state grants and
contracts and the expenditures, thereof, as governmental funds. Grant and contract revenues
and expenditures are segregated in the general ledger accounting system.

SWODA reports the following major proprietary fund:

» Housing development fund accounts for the construction of housing for sale in member
communities.

SWODA alsc reports an agency fund that is used to account for fiduciary assets held by
SWODA in a custodial capacity as an agent on behalf of others, SWODA accounts for the
Wireless Holding fund as an agency fund.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Amounts reported as program revenues include 1) charges to customers
or applicants for goods, services, or privileges provided, 2) operating grants and contributions
and 3) capital grants and contributions. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all interest.

When both restricted and unrestricted resources are available for use, it is SWODA'’s policy to
use restricted resources first, then unrestricted resources as they are needed.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the enterprise funds are charges to customers for sales and
services. Operating expenses for enterprise funds and internal service funds include the cost of
sales and services, administrative expenses and depreciation on capital assets. All revenues
and expenses not meeting this definition are reported as nonoperating revenues and expenses.
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South Western Oklahoma Development Authority
Notes fo Financial Statements
June 30, 2016 and 2015

Note 1: Summary of Significant Accounting Policies (Continued)

Discretely Presenfed Component Unit

The accompanying financial statements present SWODA's operations. SWODA does not have
any component units, entities for which SWODA is considered to be financially accountable.
SWODA is not a component unit or part of any other primary government for financial reporting
purposes.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement
of activities) report information on all of the nonfiduciary activities of the primary government and
its component units. For the most part, the effect of interfund activity has been removed from
these statements. Governmental activities which normally are supported by intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent
on fees and charges for support.

The statement of activities demonstrates the degree to which direct and allocated indirect
expenses of given functions or segments are offset by program revenues. Direct expenses are
those that are clearly identifiable with a specific function or segment. Program revenues include
1} charges to customers or applicants who purchase, use, or directly benefit from goods,
services or privileges provided by a given function or segment and 2) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular function or
segment. Other items not properly included among program revenues are reported instead as
general revenues.

Separate fund financial statements are provided for governmental funds and fiduciary funds,
even though the latter is excluded from the government-wide financial statements.

Major individual governmental funds are reporied as separate columns in the fund financial
statements.

Deposits and Invesiments .

SWODA's cash and cash equivalents are considered to be cash on hand, demand deposits and
short-term investments with original maturities of three months or less from the date of
acquisition.

State statutes authorize SWODA to invest in obligations of the U.S. Treasury; time deposits with
financial institutions, if such deposits are fully insured by federal depository insurance or
pledged coliateral; and debt securities issued by the State of Oklahoma, an Oklahoma county,
school district or municipality.

investments for SWODA are reported at fair value.
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South Western Oklahoma Development Authority
Notes to Financial Statements
June 30, 2016 and 2015

Note 1: Summary of Significant Accounting Policies (Continued)

Accounis Receivable and Other Receivables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either "due to/from other funds” (i.e., the current
portion of interfund loans). Any residual balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial statements
as “internal balances”.

Advances between funds, as reported in the fund financial statements are offset by a fund
balance reserve account in applicable governmental funds io indicate that they are not available
for appropriation and are not expendable, available financial resources.

All trade receivables are shown net of allowance for uncollectibles, if applicable.

Prepaid ltems

Certain paymenis {o vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

Capital Assets

Capital assets, which include buildings and improvements, vehicles and equipment, are
reported in the governmental activities column in the government-wide financial statements.
Capital assets are defined by SWODA as assets with an initial, individual cost of $1,000 or more
and an estimated useful life in excess of one year. Such assets are recorded at historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market value
at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Capital assets are depreciated using the straight line method over the following estimated useful
lives:

Assets Years
Buildings and Improvements 20
Equipment and Furniture 5-10
Computer Equipment and Sofiware 3-10

Compensated Absences

SWODA'’s policies permit employees to accumulate earned but unused vacation benefits. Al
vacation accumulated is reported when incurred in the governmental activities in the
government-wide financial statements.
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South Western Oklahoma Development Authority
Notes to Financial Statements
June 30, 2016 and 2015

Note 1: Summary of Significant Accounting Policies (Continued)

Long-term Obligations

in the government-wide financial statements, and proprietary fund financial statements, long-
term debt and other long-term obligations are reported as liabilities in the appiicable
governmental activities, business-type activities or proprietary fund statement of net position. in
the governmental fund financial statements, the proceeds of long-term debt are reported as
other financing sources and the debt principle and interest payments as fund expenditures.

Deferred Inflows/Cutflows of Resources

The financial statements may contain separate sections, in addition to assets, liabilities and net
position, for deferred outflows of resources or deferred inflows of resources. These separate
elements represent a consumption (deferred outflow) or acquisition {(deferred inflow) of net
position that applies to a future period and will not be recognized as an outflow or inflow of
resources until that time.

Fund Balances and Net Position

Fund balances — Governmental fund balances are classified as nonspendable, restricted,
committed, assigned and unassigned as follows:

Nonspendable — Includes amounts that cannot be spent because they are either (1) not
in spendable form or (2) iegally or contractually required to be maintained intact.

Restricted — Consists of fund balance with constraints placed on the use of resources
either by (1) external groups such as creditors, grantors, contributors, or laws or
regulations of other governments, or (2) laws through constitutional provisions or
enabling legislation.

Committed — Includes amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the entity’s highest level of decision-making
authority.

Assigned ~ Includes amounts that are constrained by the entity’s intent to be used for
specific purposes but are neither restricted nor committed. Assignments of fund balance
may be made by board of trustees’ action or management decision when the board has
designated that authority.

Unassigned — Represents fund balance that has not been assigned to other funds and
has not been restricted, commitied or assigned to specific purposes within the general
fund.

It is the SWODBA’s policy to first use restricted fund balance prior to the use of unrestricted fund
balance when an expense is incurred for purposes for which both restricted and unrestricted
fund balance are available. The entity’s policy for the use of unrestricted fund balance amounts
require that committed amounts would be reduced first, followed by assigned amounts and then
unassigned amounts when expenditures are incurred for purposes for which amount in any of
those unrestricted fund balance classifications could be used.
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Note 1: Summary of Significant Accounting Policies (Continued)

Fund Balances and Net Position {(Continued)

Net Position —~ Net position are displayed in three components as follows:

Net investment in Capital Assets — Consists of capital assets, net of accumulated
depreciation and reduced by outstanding balances of any debt or other borrowings that
are attributable to the acquisition, construction, or improvement of the assets.

Restricted — Consists of net position with constraints placed on the use either by 1)
external groups such as creditors, grantors, contributors, or laws and regulations of other
governments, or 2) law through constitutional provisions or enabling fegislation.

Unrestricted — All other net position that does not meet the definitions of "net investment
in capital agsets” or “restricted”.

It is SWODA’s policy to first use restricted net position prior to the use of unrestricted net
position when an expense is incurred for purposes for which both restricted and unrestricted net
position are available.

Alfocation of Employee Benefits and Indirect Cosis

SWODA's employee benefits and indirect costs are allocated based upon actual expenditures to
all grants in accordance with Administrative Requirements, Cost Principles and Audit
Requirements for Federal Awards, (2) C.F.R. Part 200. SWODA's employee benefits are
allocated to grants and other projects as a percentage of direct labor costs. Indirect costs
necessary to sustain overall operations are allocated as a percentage of total direct labor costs
charged {o grants and other projects.

Budgetary Information

SWODA operates each grant program under a budget approved by the funding agency. Not all
grant periods coincide with the fiscal year of SWODA. As such, an overall budget to actual
comparison has not been presented for the governmental funds.

Accounting Pronouncements Adopted in Fiscal Year 2016

South Western Oklahoma Development Authority adopted the following new accounting
pronouncement during the year ended June 30, 2016:

GASB Statement No. 72 addresses accounting and financial reporting issues related to fair
value measurements. This Statement provides guidance for determining a fair value
measurement for financial reporting purposes. This Statement also provides guidance for
applying fair value to certain investments and disclosures related to all fair value
measurements.

21



South Western Oklahoma Development Authority
Notes to Financial Statements
June 30, 2016 and 2015

Note 1: Summary of Significant Accounting Policies (Continued)

Accounting Pronouncements Adopted in Fiscal Year 2016 (Continued)

In June 2015, GASB issued Statement No. 73, Accounting and Financial Reporting for
Pensions and Related Assets That Are Not within the Scope of GASB Statement 68, and
Amendments to Certain Provisions of GASB Statements 67 and 68 (GASB 73). GASB 73
addresses accounting and financial reporting for pensions that do not meet the criteria for
applying GASB Statement No. 88, Accounting and Financial Reporting for Pensions (GASE
68), and amends certain disclosure requirements of GASB 67 and GASB 68, GASB 73
amendments include restricting additional disclosures related to 10-year schedules required
by GASB 867 to be limited to factors over which the plan or government has influence, such
as a change in investment policies. Amendments also address payables to a plan that are
not separately financed specific liabilities, and the timing of employer recognition of revenue
for the support of nonemployer contributing entities. Certain provisions of GASB 73 are
applicable for fiscal years beginning after June 15, 2015, and those provisions were adopted
by the Authority as of July 1, 2015, and did not have a significant impact on the Authority’s
financial statements. Other provisions of GASB 73 that are applicable for years beginning
after June 15, 2016, are not expecied to have a significant impact on the Authority’s
financial statements.

In June 2015, GASB issued Statement No. 76, The Hierarchy of Generally Accepted
Accounting Principles for State and Local Governments (GASB 76). GASB 76 identifies
accounting sources used to prepare state and local government financial statements in
conformity with GAAP, and established a GAAP hierarchy of these resources. This
Statement improves financial reporting by raising the category of GAAP Implementation
Guides in the GAAP hierarchy, by emphasizing the importance of analogies to authoritative
literature when an accounting event is not specified in authoritative GAAP, and by requiring
the consideration of consistency with GASB Concept Statements when evaluating
accounting freatments in non- authoritative GAAP. The Authority adopted GASB 76 as of
July 1, 2015, and its adoption had no significant effects on the financial statements.

In December 2015, GASB issued Statement No. 78, Certain Investment Pools and Pool
Participants (GASB 79). GASB 79 establishes criteria for an external investment pool to
qualify for making the election to measure all of its investments at amortized cost for
financial reporting purposes. Specific criteria address (1) the way the external investment
pool ftransacts with participants; (2) reguirements for porifolio maturity, quality,
diversification, and liquidity; and (3) calculation and requirements of a shadow price. The
Authority adopted the required provisions of GASB 78 on July 1, 2015. The adoption of the
provisions had no significant effect on the financial statements.

22



South Western Oklahoma Development Authority
Motes to Financial Statements
June 30, 2016 and 2015

Note 2: Deposits and Invesiments

Deposits
SWODA’s carrying amount of deposits was $1,056,077 and $979,895 as of June 30, 2016 and
2015 respectively, and the bank balances totaled $1,111,262 and $1,024,360. Deposits are

carried at cost.

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, SWODA'’s deposits may not be
returned to it. SWODA does not have a deposit policy for custodial credit risk. As of June 30,
2016 and 2015, all of SWODA’s bank balances of $1,111,262 and 31,024,360 respectively,
were FDIC insured or collateralized by pledges from the banks.

Investments
As of June 30, 20186, SWODA had the following investments.
investment Maturities Fair Value
Certificates of Deposit <1 year 3 5097645
Total $ 597645

As of June 30, 2015, SWODA had the following investments.

Investment Maturities Fair Value
Certificates of Deposit <t year $ 1,576,812
Total $ 1,576,812
Interest Rate Risk

SWODA does not have a formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk

State statutes limit invesiments to the following: a)direct obligations of the U.8. Government, its
agencies or instrumentalities; b) collateralized or insured certificates of deposit within the state
and insured certificates only if out of state; ¢} savings accounts or savings certificates; d) fully
collateralized prime banker acceptances, prime commercial paper, repurchase agreements, or
SEC regulated money market funds; e) obligations to the payment of which the fulf faith and
credit of the state is pledged,; f) county, municipal or school district and valorem tax funded debt;
g) bonds, notes or money judgments of a county, municipality or school district: h) revenue
anticipation notes of a public trust of which the municipality is beneficiary; or i) any bond, note or
other debt of any public trust of which the municipality is sole beneficiary or other entities whose
governing boards were appointed by the municipality. SWODA has no investment policy that
would further limit its investment choices. As of June 30, 2016, SWODA's investments in
certificates of deposit were all federally insured.

Concentration of Credit Risk

SWODA places no limit on the amount it may invests in any one issuer. More than 5% of
SWODA'’s investments are in certificates of deposit. These investments are 100% of SWODA's
total investments. '

23



South Western Oklahoma Development Authority
Notes to Financial Statements
June 30, 2016 and 2015

Note 3: Receivables

Accounts Receivable
Receivables as of June 30, 2016, for the South Western Oklahoma Development Authority’s
individual major funds, including the applicable allowances for uncollectible accounts, are as

follows:

Receivabies: Employment Advantage Nonmajor
Case Government
General AAA Training Management Funds Total

Accounts $ 790 $ — 3 — $ — $ —_ 3 790
Due from other
governments e 76,575 91,525 49,166 109,160 496,769
i ess;
allowance for
uncollectibles — . - — . —
Net total $ 790 $ 76575 $ 91,525 $ 49,166 $ 109,190 $ 487,555

receivables

Receivables as of June 30, 2015, for the South Western Oklahoma Development Authority’s
individual major funds, including the applicable allowances for uncollectible accounts, are as

follows:
Receivables: Empioyment Advantage Nonmajor

& Case Government

General AAA Training Management Funds Total

Accounis $ 1,126 g — 5 — 3 — $ — $ 1126
Due from
other — 127,357 83,144 38,181 77.77% 326,453
governments
Less:
allowance for —_ e —_ (1,800) — (1,800
uncollectibles '
Net total 3 1,126 $ 127,357 % 83,144 $ 38,381 $ 38577 $ 325779
receivables

Notes Receivable

South Western Oklahoma Development Authority also has a revolving loan fund from which
joans are made to local businesses for economic development and job creation. The related
notes receivable balances are not included in the fund financial statements since they are not
considered current resources, but rather are reported as governmental activities in the
government-wide financial statements. The notes receivable balances evidenced by these
loans were as follows as of June 30, 2016 and 2015:

2016 2015
EDA Revolving EDA Revolving
Loan Fund Loan Fund
Notes receivable $ 40420 § 48,053
t.ess: allowance for uncollectibles N~
Net total receivables $ 40,420 $ 48,083
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Note 4: Other Receivables
Interfund receivable, payables and transfers
The composition of interfund balances as of June 30, 2016 and 2015 is as follows:

Due toffrom other funds:

Receivable fund Payable fund 2018 2015

General fund Business Enterprise Fund $ 48,017 3 168,402

Note 5: Capital Assets

Capital asset balances and activities for the year ended June 30, 2016, were as follows:

Beginning Ending
Batance Increases Decreases Balance
Governmental activities
Capital assets, being depreciated:
Buildings, land & improvements 1,229,292 —_— — 1,228,202
Equipment & furniture 105,191 3,050 {4,133) 104,108
Computer equipment & software 119,342 — — 119,342
Total capital assets, being depreciated 1,453,825 3,050 {4,133) 1,452 742
Less accumutated depreciation for:
Buildings, land & improvements {891,381) (37.,877) - (929,268)
Equipment & furniture (74,209) (4,998) 3,927 (75,280}
Camputer equipment & software {88,474) {6,928) — {85,402}
Total accumulated depreciation (1,054,074) {492,803) 3,827 (1,088,850)
Governmental activities capital assets, net 399,751 {46,753) {206) 382,792
Capital asset balances and activities for the year ended June 30, 2015, were as follows:
Beginning Ending
Balance increases Decreases Balance
Governmental activities
Capital assets, being depreciated;
Buildings, iand & improvements 1,229,292 — — 1,228,292
Equipment & furniture 58,548 12,325 {5,682) 105,191
Computer equipment & soffware 123,074 2,000 (5,732) 119,342
Total capital assets, being depreciated 1,450,914 14,325 {11,414) 1,453,825
| ess accumutated depreciation for: -
Buildings, land & improvements (853,514) (37,877) o {(891,391)
Equipment & furniture (74,074} {5,533) 5,398 (74,209}
Computer equipment & software {86,797} {7,122) 5,445 (88,474}
Total accumulated depreciation {1,014,385) {50,532) 10,843 (1,054,074)
Governmenial activities capital assets, net 436,528 (36,207) {(571) 399,751
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Note 5: Capital Assets (Continued)

Depreciation expense for the years ended June 30, 2016 and 2015 was charged to
functions/programs of the primary government as follows:

2018 2015
Governmental activities: :
General government 43,273 44,178
Aging services 551 551
Community development 5978 5803
Total depreciation expense — governmental activities 49 802 50,532

Note 6: Long-Term Liabilities
Unearned Revenue
Unearned revenues represeni advances on grants or contracts which have not been expended.,

Unearned revenues for the years ended June 30, 2016 and 2015 totaled $923,082 and
$889,776, respectively, and included the following:

Unearned Revenue

2016 2015

REAP funds: '
2013 REAP funds e 26,513
2014 REAP funds 32,243 107,321
2015 REAP funds 86,790 747 114
2016 REAP funds 778,321 ——
Total REAP funds 897,354 880,948
Masonic Foundation grant 25,728 8,373
EDA planning - 455
Total deferred revenue 923,082 889,776

Long-term Debt

As of June 30, 2016, South Western Oklahoma Development Authority did not have any
outstanding debt.
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Note 7: Retirement Plans

Plan description - The Authority as the employer, participates in Oklahoma Public Employees
Retirement Plan —a cost-sharing multiple-employer defined benefit pension plan administered
by the Oklahoma Public Employees Retirement System (OPERS). Title 74 of the Oklahoma
State Statutes grants the authority to establish and amend the benefit terms to the OPERS.
OPERS issues a publicly available financial report that can be obtained at www.opers.ok.gov

Benefits provided - OPERS provides retirement, disability, and death benefits to members of
the plan.

Members qualify for full retirement benefits at their specified normal retirement age or, for any
person who became a member prior to July 1, 1992, when the sum of the member's age and
years of credited service equals or exceeds 80 (Rule of 80), and for any person who became a
member after June 30, 1992, when the member's age and years of credited service equals or
exceeds 90 (Rule of 80).

Normal retirement date is further qualified to require that all members employed on or after
January 1, 1983 must have six or more years of full-time equivalent employment with a
participating employer before being eligible to receive benefits. Credited service is the sum of
participating and prior service. Prior service inciudes nonparticipating service before January 1,
1975, or the entry date of the employer and active wartime military service.

A member with a minimum of ten years of participating service may elect early retirement with
reduced benefits beginning at age 55 if the participant became a member prior to November 1,
2011, or age 60 if the participant became a member on or after November 1, 2011.

Benefits are calculated for each member category as follows:

= Employees
o Benefits are determined at 2% of the average annual salary received during the

highest thirty-six months of the last ten years of participating service, but not to
exceed the applicable annual salary cap, mulliplied by the number of years of
credited service. Members who join OPERS on or after July 1, 2013, will have their
salary averaged over the highest 60 months of the last ten years. Normal retirement
age under the Plan is 82 or Rule of 80/90 if the participant became a member prior to
November 1, 2011, or age 65 or Rule of 90 if the participant became a member on or
after November 1, 2011.

o Members who elect to pay the additional contribution rate, which became available in
January 2004, will receive benefits using a 2.5% computation factor for each full year
the additional contributions are made. In 2004, legislation was enacted to provide
an increased benefit to retiring members who were not yet eligible for Medicare. The
Medicare Gap benefit option became available to members under age 65 who retired
on or after May 1, 2006. Members may elect to receive a temporary increased
benefit o cover the cost of health insurance premiums until the member is eligible to
receive Medicare. After the member becomes eligible for Medicare, the retirement
benefit will be permanently reduced by an actuarially determined amount.
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Note 7: Retirement Plans (Continued)

o The option is irrevocable, must be chosen prior to retirement, and is structured to
have a neutral actuarial cost to the Plan.

o Members become eligible to vest fully upon termination of employment after attaining
eight years of credited service, or the members’ confributions may be withdrawn
upon termination of employment.

Disability retirement benefits are available for members having eight years of credited service
whose disability status has been certified as being within one year of the last day on the job by
the Social Security Administration. Disability retirement benefits are determined in the same
manner as retirement benefits, but payable immediately without an actuarial reduction.

Upon the death of an active member, the accumulated contributions of the member are paid to
the member's named beneficiary(ies) in a single lump sum payment. If a retired member
elected a joint annuitant survivor option or an active member was eligible to retire with either
reduced or unreduced benefits or eligible to vest the retirement benefit at the time of death,
benefits can be paid in monthly payments over the life of the spouse if the spouse s0 elects.

Upon the death of a retired member, the Plan will pay a $5,000 death benefit to the member's
beneficiary or estate of the member if there is no living beneficiary. The death benefit will be
paid in addition to any excess employee confributions or survivor benefits due to the
beneficiary.

Contributions - The contribution rates for each member category of the Plan are established by
the Oklahoma Legislature after recommendation by the Board based on an actuarial calculation,
which is performed to determine the adequacy of such contribution rates. Employees are
required to contribute 5% percent of their annual pay. Participating entities are required fo
contribute 15% of the employees’ annual pay. Contributions to the pension plan from SWODA
were $69,459.

Pension Liabilities, Pension Expense, and Deferred Qutflows of Resources and Deferred
Inflows of Resources Related fo Pensions - At June 30, 2016 and 2015, SWODA reported a
liability of $93,198 and $47,392 respectively, for its proportionate share of the net pension
hability. The net pension liability was measured as of June 30, 2015 and 2014, and the total
pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of July 1, 2015 and 2014. The Authority's proportion of the net pension liability was
based on the Authority’'s coniributions received by the pension plan relative to the total
contributions received by pension plan for all participating employers as of June 30, 2015 and
2014. Based upon this information, the Authority's proportion was 12 percent.

For the year ended June 30, 2016 and 2015, the Authority recognized pension expense of
$5,689 and $3,227 respectively. At June 30, 2016 and 2015, the Authority reported deferred
outflows of resources and deferred inflows of resources related to pensions from the following
sources:
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2015 2015
Defarred Deferred Deferred Deferred

Cutflows of Inflows of Outflows of Inflows of

Resources Resources Resources Resources
Differences between expected and
actual experience N o $ 111,513 $ — $ (39,875
Changes of assumptions 3,257 — 6,892 —
Net difference between projected
and actual earnings on pension plan
investments — {283,818) — (402.519)
SWODA's contributions subsequent
to the measurement date 190,129 — 169,657 e
Total

$ 193,386 3 (172,305) $ 176,549 $ (442 384)

As of June 30, 2016 and 2015, $193,386 and $176,549, respectively, was reported as deferred
outflows of resources related to pensions resulting from Authority contributions subsequent to
the measurement date will be recognized as a reduction of the net pension liability in the year
ended June 30, 2017 and 2016. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as
follows:

Year ended June 30:
2016 3 87,101
2017 87,101
2018 87,100
2019 87,100
2020 $ 87,100
Total $ 435502

Actuarial Assumptions - The total pension liability as of June 30, 2015 and 2014 was

determined based on an actuarial valuation prepared as of July 1, 2015 and 2014, using the
following actuarial assumptions:

2 & & 9 o

Investment return — 7.5% compounded annually net of investment expense and
including inflation

Salary increases — 4.5% to 8.4% per year including inflation

Mortality rates — Active participants and nondisabled pensioners — RP-2000 Mortality
Table projected to 2010 by Scale AA (disabled pensioners set forward 15 years)

No annual post-retirement benefit increases

Assumed inflation rate — 3.0%

Payrolt growth — 4.0% per year

Actuarial cost method — Entry age

Select period for the termination of employment assumptions — 10 years
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Note 7: Retirement Plan (Continued})

The actuarial assumptions used in the July 1, 2015 and 2014, valuation are based on the results
of the most recent actuarial experience study, which cover the three-year period ending June
30, 2013. The experience study report is dated May 9, 2014.

The long-term expected rate of return on pension plan investments was determined using a log-
normal distribution analysis in which best estimate ranges of expected future real rates of return
{expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation.

The Target asset allocation and best estimates of geometric real rates of return for each major
asset class as of June 30, 2015, are summarized in the following table:

Target Long-Term Expected
Asset Class Allocation Real Rate of Return
1.8, Large Cap Equity 38.0% 53%
1.5, Small Cap Equity 6.0% 5.6%
U.5. Fixed Income 25.0% 0.7%
International Stock 18.0% 5.6%
Emerging Market Stock 6.0% 6.4%
TIPS 3.5% 0.7%
Rate Anticipation 3.5% 1.3%
Total 100.0%

Discount Rate - The discount rate used to measure the total pension liability was 7.50%. The
projection of cash flows used to determine the discount rate assumed that contributions from
plan members and the employers will be made at the current contribution rate as set out in state
statute. Based on those assumptions, the pension plan’s fiduciary net position was projected
through 2113 to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension plan investments was
applied to all periods of projected benefit payments to determine the total pension liability. The
discount rate determined does not use a municipal bond rate.

Sensitivity of the Net Pension Liability to Changes in_the Discount Rate - The following
presents the net pension liability of the employers calculated using the discount rate of 7 5%,
as well as what the Plan's net pension liability would be if it were calculated using a discount
rate that is 1-percentage point lower (6.5%) or 1-percentage-point higher (8.5%) than the
current rate:

(-6.5%) Rate (7.5%;) (-8.5%)

Employers' net pension liability ' $ 74,250 ¥ 11,926 $ {41,058)

30



South Western Oklahoma Development Authority
Notes to Financial Statements
June 30, 2016 and 2015

Note 7: Retirement Plan (Continued)

Pension plan fiduciary net position - Detailed information about the pension plan’s fiduciary
net position is available in the separately issued financial report of the OPERS; which can be
located at www,opers.ok.qgoy .

Note 8: Non-current Liabilities

Non-current liabilities at June 30, 20186 and 2015 were as follows:

2016 2015
Governmental activities
Net pension fiability $ 204,488 $ 117654
Business-type activities
Net pension liability $ 4814 $ 2,790

Non-current liability transactions for the year ended June 30, 2016 were as follows:

Amounts
Beginning Ending Due Within
Balance Increases Decreases Balance One Year
Governmentai activities
Net pension liability - 117,654 86,835 —— 204 489 —
Total governmental activilies 117,654 86,835 - 204,489 —
Business-type activities
Net pension liability 2,790 2,024 e 4,814 —_
Total business-type activities 2,790 2,024 —_ 4814 -
Total non-current liabilities 120,444 88,859 — 208,303 —
Non-current liability transactions for the year ended June 30, 2015 were as follows:
Amounts
" Beginning Ending Due Within
Balance Increases Decreases Balance One Year
Governmental activities
Net pension liability e 117,654 — 117,654 —
Total governmental activities —_— 117,664 — 117,654 —
Business-type activities :
Net pension liability B— 2,790 —_ 2,790 J—
Total business—type activilies — 2,780 — 2,780 —_
Total non-current liabilities — 120,444 e 120,444 —_—

Note 9: Subsequent Events

Management has evaluated subsequent events through November 28, 2016 the date which the
inancial statements were available to be issued.
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Note 10: Risk Management

SWODA is exposed fo various risks of loss related to torts, property damage, errors and
omissions and personal injury. SWODA has insurance for the major risks such as property,
general liability, worker's compensation and unemployment. Commercial insurance is used to
cover general liability claims and the risk of loss to SWODA’s property and equipment.

Note 11: Allocation of Indirect Costs

SWODA's indirect costs are allocated to all programs based upon actual employee salaries and
fringe benefits expended. Expenses related to SWODA's office building are allocated on the
basis of the square footage occupied by each program.

Note 12;: Commitments and Contingencies

SWODA has entered into construction contracts with several unrelated parties, in the amount of
$5,000 (including change orders), for home construction within its service area. At June 30,
2016, $5,000 of such contract commitments had not yet been incurred.

During the year ended June 30, 2016, SWODA awarded several REAP granis to cities and
towns within its service area that have not expended as of June 30, 2016. Of the awarded
grants totaling $824,517 for grant year 2015, $86,780 remains unexpended. For 2016 REAP
grants awarded totaling $935,990, the balance of those funds unexpended at June 30, 2018 is
$778,321.

The remaining unexpended commitment from the Masaonic Temple contribution is $25,728 as of
June 30, 2016. The original amount received was $44,140.

Amounts received or receivable from grant agencies are subject to audit and adjustment by
grantor agencies. Any disaliowed claims, including amounts already collected, may constitute a
Hability to SWODA. The amount, if any, of expenditures that may be disallowed by the grantor
cannot be determined at this time, although SWODA expects such amounts, if any, to be
immaterial.

SWODA employees can carryover unused sick leave from one program year to the next
Employees are not compensated for unused sick leave at the time of termination of
employment. However, upon retirement, an employee can possibly convert up to 480 hours of
unused sick leave to retirement benefits with OPERS to help buy an extra year of benefits. If
such a situation exits, then SWODA would pay to OPERS the amount of hours up to 480 hours
times the employee’s pay rate.
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Note 13: New Accounting Standards Issued not yet Adopted

New Accounting Pronouncements Issued Not Yet Adopted: The GASB has also issued several

new accounting pronouncements which will be effective to the Authority in subsequent years. A
description of the new accounting pronouncemenis, the fiscal year in which they are effective, and
the Authority’s consideration of the impact of these pronouncements are described below:

GASB Statement Neo. 74, Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans

GASB No. 74 was issued in June 2015, and replaces Statements No. 43, Financial
Reporting for Postemployment Benefit Plans Other Than Pension Plans, as amended,
and No. 57, OPEB Measurements by Agent Employers and Agent Muitiple-Employer
Plans. it also includes requirements for defined contribution OPEB plans that
replaces the requirements for those OPEB plans in Statement No. 25, Financial
Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined
Contribution Plans, as amended, Statement 43, and Statement No. 50, Pension
Disclosures. This Statement is effective for financial statements for fiscal years
beginning after June 15, 2016. The Authority has not yet determined the impact that
implementation of GASB 75 will have on its net position.

GASB Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions

GASB No. 75 was issued in June 2015, and addresses accounting and financial
reporting for OPEB that is provided to the employees of state and local
governmental employers. This Statement establishes standards for recognizing and
measuring liabilities, deferred outflows of resources, deferred inflows of resources, and
expensel/expenditures. For a defined benefif OPEB, this Statement identifies the
methods and assumptions that are required to be used to project benefit payments,
discount projected benefit payments to their actuarial present value, and atiribute that
present value to periods of employee service. Note disclosure and required
supplementary information requirements about defined benefit OPEB also are
addressed. This Statement is effective for fiscal years beginning after June 15, 2017.
The Authority has not yet determined the impact that implementation of GASB 75 will
have on its net position.

GASEB Statement No. 77, Tax Abatemernt Disclosures

GASB 77 was issued in August 2015, and establishes financial reporting standards
for tax abatement agreements entered into by state and local governments. The
disclosures required by this Statement encompass tax abatements resulting from both
(a) agreements that are entered into by the reporting government and (b) agreements
that are entered into by other governments and that reduce the reporting government's
tax revenues. The requirements of this Statement are effective for financial statements
for periods beginning after December 15, 2015. The Authority has not yet determined
the impact that implementation of GASB 75 will have on its net position.
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Note 14: New Accounting Standards issued not yet Adopted (Continued)

GASB Statement No. 78, Pensions Provided Through Certain Multiple-Employer Defined
Benefit Pension Plans

GASB 78 was issued in December 2015, and amends the scope and applicability of
Statement 68 to exclude pensions provided to employees of state or local governmental
employers through a cost-sharing multiple employer defined benefit pension pian that
(1) is not a state or local governmental pension plan, (2) is used to provide defined
benefit pensions both to employees of state or local governmental employers and to
employees of employers that are not state or local governmental employers, and (3) has
no predominant state or local governmental employer (either individually or collectively
with other state or local governmental employers that provide pensions through the
pension plan). This Statement establishes requirements for recognition and
measurement of pension expense, expenditures, and liabilities; note disclosures; and
required supplementary information for pensions that have the characteristics described
above. The requirements of this Statement are effective for reporting periods beginning
after December 15, 2015. The statement does not affect the Authority's financial
statement.

GASB Staterment No. 79, Certain External Investment Pools and Pool Participants

GASB 79 was issued in December 2015, and addresses accounting and financial
reporting for certain external investment pools and pool participants. Specifically, it
establishes criteria for an external investment pool to gualify for making the election to
measure all of its invesiments at amortized cost for financial reporting purposes. An
external investment pool qualifies for that reporting if it meets all of the applicable criteria
established in this Statement. The specific criteria address (1) how the external
investment pool transacts with participants; (2) requirements for portfolio maturity,
guality, diversification, and liquidity; and (3) calculation and requirements of a shadow
price. Significant noncompliance prevents the external investment pool from measuring
all of its investments at amortized cost for financial reporting purposes. Professional
judgment is required to determine if instances of noncompliance with the criteria
established by this Statement during the reporiing period, individuaily or in the
aggregate, were significant. The requirements of this Statement are effective for
reporting periods beginning after June 15, 2015, except for certain provisions on portfolio
quality, custodial credit risk, and shadow pricing. Those provisions are effective for
reporting periods beginning after December 15, 2015. At this time, the impact to the
Authority is unknown.
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Note 14: New Accounting Standards Issued not yet Adopted (Continued)

GASB Statement No. 80, Blending Reguirements for Certain Component Units

An Amendmeni of GASB Staiement No. 14 — GASB 80 was issued in January 2016,
and amends the blending requirements for the financial statement presentation of
component units of all state and local governments. The additional criterion requires
blending of a component unit incorporated as a not-for profit corporation in which the
primary government is the sole corporate member. The additional criterion does not
apply to component units included in the financial reporting entity pursuant to the
provisions of Statement No. 39, Determining Whether Certain Organizations Are
Component Units. The requirements of this Statement are effective for reporting periods
beginning after June 15, 2016. At this time, the impact to the Authority is unknown.

GASB Statement No. 81, Irrevocable Split-Interest Agreements

GASB 81 was issued in March 2016, to improve accounting and financial reporting for
irrevocable split-interest agreements by providing recognition and measurement
guidance for situations in which a government is a bensficiary of the agreement. The
Authority does not believe that GASB No. 81 will have significant impact on its financial
statements.
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5028 E. 101s? Strest
Tulsa, GK 74137
TEL: 918.452 3388
FAX: 918.497 4443

werw, SBAGvisors.com

Independent Auditors’ Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of the Financial
Statements Performed in Accordance with Government Auditing Standards

Board of Trustees
South Western Oklahoma Development Authority
Burns Flat, 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 financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund
information of the South Western Oklahoma Development Authority, as of and for
the year ended June 30, 2016, and the related notes to the financial statements,
which collectively comprise South Western Oklahoma Development Authority’s
basic financial statements, and have issued our report thereon dated November 28,
2016.

internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered
South Western Oklahoma Development Authority'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
South Western Oklahoma Development Authority’s internal control. Accordingly, we
do not express an opinion on the effectiveness of South Western Oklahoma
Development Authority'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 matferial weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a matenal
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 Trustees
South Western Oklahoma Development Authority
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether South Western Oklahoma
Development Authority'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.

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 conirol or on compliance. This report is an integral part of an audit
performed in accordance with Govemnment Auditing Standards in considering the entity's
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

\‘& NI £ C,nb Qe

Tulsa, Oklahoma
October 25, 2016
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South Western Oklahoma Development Authority

Schedule of Expenditures of Federal Awards

June 30, 2016

Federal Grantor/ Federal Pass-Through Expenditures
Pass-Through Grantor/ CFDA Entity Federal o
Program or Cluster Tille Number Identifying Number Expenditures Subrecipients
FEDERAL PROGRAMS
U.5. Department of Labor
Pass-Through Program From:
Oklahoma State University - OKC -
Workforce Innovafion & Opporiunities Act
(WIOA) Cluster
WIOA Title | Adult 17.258 16209 WAS FY 15 b 7,001 $ 2,073
B-553628 Adult 11,050 3,292
6-554326 WAS FY 16 89350 28,072
Aduit
117.401 33,437
WIOA Titie | Youth 17.259 168025 PY 14 WYS 11,450 —
. §5-553286 PY 15 Youth 124,650 —
PY 18 Youth 12,228 —
148,328 e
WIOA Title | Dislocated Worker 17.278 16001 WDW FY 14 6,138 822
8-553306 PY 15 DLW 11.556 7,287
16210 FY 16 WDW 50,025 20,530
16604 FY 15 WDW 660 .
FY 16 WDW 65,383 12,582
133,762 41,231
$__ 399,491 $_.. 74668
DLW Rapid Response Grant/TAA 17.245 170-016 268 p—
Total U.S. Department of Labor $_ 3997587 $__ 74668
U.S. Depariment of Health and Human Services
Pass-Through Program From:
Oklahoma Department of Human Services -
Aging Cluster
Special Programs for the Aging, Title lIl -
Part B, Granis for Supportive Services &
Senior Centers 93.044 34081011 FY 15-16 123,550 106,253
Part C, Nutrition Services 93.045 34081011 FY 15-16 225,205 181,219
Nutrition Services Incentive Program 93.053 34081011 FY 15-16 66,870 86,870
$..415625 $__354.,342

58



South Western Oklahoma Development Authority
Schedule of Expenditures of Federal Awards
June 30, 2016

(Continued)
Federal Grantor/ Federal Pass-Through Expenditures

Pass-Through Grantor/ CFDA Entity Federal to
Program or Cluster Title Number Identifying Number Expenditures Subrecipients

FEDERAL PROGRAMS

Other Programs

Pass-Through Program From:
Oklahoma Department of Human Services -

Special Programs for the Aging, Title Il -

Part D, Disease Prevention & Health 93.043 34081011 FY 15-16 3 2,343 % —_—

Promotion
Part E, National Family Caregiver 93.052 34081011 FY 15-16 38,242 —_
Support

Title VI, Programs for Prevention of Elder -

Abuse, Neglect and Exploitation 93.041 34081011 FY 15-16 1,754 —
MIPPA 93.071 15015408 11,151 -
MFP - Money Follows the Person 93.791 14016131 2,153 —_
ADRC 7.0C0 —

62,643 82,843
Total U.S. Department of Health & Human 478,268 428 010
Services
U.S. Department of Commerce
Direct Program -
Title H, Section 203 Planning Assistance:

Continuation Planning (EDA) 11.302 08-83-04949 61,600 —_—
Enirepreneurship Development 11.302 08-86-04792 19,829 —
Economic Adjusiment Assistance/Revolving 11.307 08-39-02979 40.828 —_
Loan Fund

Total U.8. Department of Commerce 122,257 —
U.S. Depariment of Transportation
Pass-Through Program From:
Okiahoma Department of Transportation

QOklahoma Association of Regicnal Councils

{OARC)

Rurd Transportation Planning 20,205 SPRY 0010 18,414 —_

{059):JP01946(61)
Rurd Transportation Planning 20.208 SPRY 0010 53,820 —
{063):JP01946(65)
Total U.S. Depariment of Health & Human 72,234 —
Services
Total Expenditures of Federal Awards $1.072.516 $__429010
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South Western Oklahoma Development Authority
Notes to Schedule of Expenditures of Federal Awards
June 30, 2016

Note A: Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal awards activity of South Western Oklahoma Development Authority for the year ended
June 30, 2016. The information in this Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Because the Schedule presents only a selected portion of the operations of South
Western Oklahoma Development Authority, it is not intended to and does not present the
financial position, changes -in net position, or cash flows of South Western Oklahoma
Development Authority.

Note B: Summary of Significant Accounting Policies

1. Expenditures reported on the Schedule are reported on the accrual basis of accounting.
Such expenditures are recognized following the cost principles contained in the Uniform
Guidance, wherein certain types of expenditures are not aillowable or are limited as to
reimbursement. The Authority has not elected to use the 10 percent de minimis indirect
cost rate allowed under the Uniform Guidance.

Note C: Noncash Awards

South Western Oklahoma Development Authority had the following loans recorded outstanding
at June 30, 2016:

Federai
CFDA Amount
Program Fund Number Ouistanding
1.8, Depariment of Commearce
Economic Development Administration
Special Economic Development and Adjustment
Assistance Program -
Sudden and Severe Economic Dislocation
And Long-Term Econornic Deterioration -
Revolving L.oan Funds 11.300 $ 40470
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South Western Oklahoma Development Authority
Schedule of Expenditures of State Awards

June 30, 2016
Federal Grantor/
Pass-Through Grantor/ Entity
Program or Cluster Title identifving Number Expenditures
STATE PROGRAMS
Oklahoma Department of Commerce
Substate Planning District 16305 88 16 § 23,551
Community Expansion of Nutritional Assistance 16440 CENA1S 160,649
Rural Economic Action Plans 15289 REAP I3 26,524
15693 REAP 14 75,078
16136 REAP 13 660,323
16500 REAP 16 233,973
Subtofal Oklahoma Department of Commerge programs 1,180,098
Total Oklahoma Departiment of Commerce 1,180,088
Oklahoma Department of Agriculture
Rural Fire Defense Program FY 2016 66,500
Totat Cklahoma Department of Agriculture 66,500
QOklahoma Depariment of Human Services
Arsa Agency on Aging Cluster
Area Agency on Aging Titte Hil Part B FY 2016 111,517
Area Agency on Aging Title Il Part C FY 2016 189,938
Area Agency on Aging Title il Part D FY 2016 413
Area Agency on Aging Title Iil Part D FY 2016 12,919
Area Agency on Aging Title VI FY 2016 309
Total Cklahoma Department of Human Services 315,084
Oklahoma Commission on Children & Youth 250
Total Expenditures of State Awards $ 1,561,942
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5028 £. 1075t Street
Tuisa, OK 74137
TEL: 918.492.3388
FAX: 918.497 4443

www, SBAdvisors.com

Independent Auditors’ Report on Compliance for Each Major Federal
Program: Report on Internal Control over Compliance; and Report on Schedule of
Expenditures of Federa! Awards Required by the Uniform Guidance

Board of Trustees
South Western Oklahoma Development Authority
Burns Flat, Oklahoma

Report on Compliance for Each Major Federal Program

We have audited the South Western Oklahoma Development Authority compliance with
the types of compliance requirements described in the OMB Compliance Supplement
that could have direct and material effect on each of the Scuth Western Oklahoma
Development Authority's major federal programs for the vear ended June 30, 2016.
South Western Oklahoma Development Authority's major federal programs are
identified in the summary of auditor's results section of the accompanying schedule of
findings and questionad costs.

Management's Responsibility
Management is respansible for compliance with federal statutes, regulations, and the
terms and conditions applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compiiance for each of the Authority’s
major federal programs based on our audit of the types of compliance reguirements
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
comptrofler General of the United States; and the audit requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Adminisirative Reguirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those
standards and the Uniform Guidance require that we plan and perform the audit fo
obtain reasonable assurance about whether non-compliance with the types of
compliance referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about
the Authority'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 Authority’s compliance.

Opinion on Each Major Federal Program

In our opinion, the South Western Oklahoma Development Authority 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, 2016,



Board of Trustees
South Western Oklahoma Development Authority
Page 2

Report on Internal Control Over Compliance

Management of the South Western Oklahoma Development Authority 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
contrel over compliance with the types of reguirements that could have a direct and materiat 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 maior federal program
and to test and report on internal control over compliance in accordance with the Uniform Guidance, 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 South Western Oklahoma
Development Authority’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
comphiance 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 material weakness in infernal conirol over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compiiance 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 attention by those charged
with governance.

Cur consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed fo 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,
materiai weaknesses may exist that have not heen 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 the Uniform Guidance. Accordingly, this
report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the South Western Oklahoma Development Authority as of
and for the year ended June 30, 2016 and ihe related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements. We issued our report thereon dated November 28,
2016, which contained an unmodified opinion on those financial statements. Our audit was conducted for
the purpose of forming an opinion on the financial statements that collectively comprise the basic financial
statements. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by the Uniform Guidance and is not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underiying accounting and other records used to prepare the basic financial statements.
The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain auditing procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic 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 basic financial statements as a whole.

\A ‘:)LJL«&\ (_,93\«-(34:13-#(.
Tulsa, Oklahoma
tober 25, 2016
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South Western Oklahoma Development Authority
Schedule of Findings and Questioned Costs
Year Ended June 30, 2016

Summary of Auditors’ Results

1.

The type of report the auditor issued on whether the financial statements audited were
prepared in accordance with accounting principles generally accepted in the United States
of America (GAAP) was:

Unmodified [0 Qualified 0O Adverse [ Disclaimed

The independent auditors’ report on internal control over financial reporting disclosed:

Significant deficiencies? ! Yes None Reported
Material weaknesses? L Yes No
Noncompliance considered material to the financial statements was

disclosed by the audit? 3 Yes No

The independent auditors’ report on iniernal control
over compliance for major federal awards programs disclosed:

Significant deficiencies? 0 Yes None Reported
Material weakness? I Yes No

The opinion expressed in the independent auditors' report for major federal awards was:
Unmodified [ Qualified [0 Adverse [ Disclaimed

The audit disclosed findings required o be reported
by Uniform Guidance? 1 Yes No

The Authority’s major program was:

Cluster/Program CFDA Number
Special Programs for the Aging - Title VI 93.041
Special Programs for the Aging — Title lill, Part D 93.043
Special Programs for the Aging — Title lil, Part 93.044
Special Programs for the Aging — Title Hll, Part C 93.045
Special Programs for the Aging — Title lll, Pant E 93.052
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South Western Oklahoma Development Authority
Schedule of Findings and Questioned Costs
Year Ended June 30, 2016

{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 the Uniform Guidance was $750,000.

9. Auditee qualified as a low-risk auditee as that term is defined in
the Uniform Guidance. Yes [J No

Section ll--Findings Reqguired to be Reported in Accordance with Government Auditing Standards

None to report for the June 30, 2016 period.

Section lll--Findings Required to be Reported in Accordance with the Uniform Guidance

None to report for the June 30, 2016 period.
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South Western Oklahoma Development Authority
Summary Schedule of Prior Audit Findings
June 30, 2016

Findings Required to be Reported by OMB Circular A-133

No matiers are reportable.
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