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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Thomas Economic Development Authority
Thomas, Oklahoma

Report on the Financial Statements

We have audited the accompanying financial statements of the
Thomas Economic Development Authority (a component unit of the
City of Thomas, Oklahoma), as of and for the year ending June
30, 2015, and the related notes to the financial statements,
which collectively comprise the Authority's modified cash basis
financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair
presentation of these financial statements in accordance with
the modified cash basis of accounting described in Note 1; this
includes determining that the modified cash basis of accounting
is an acceptable basis for the preparation of the financial
statements in the circumstances. Management is also responsible
for the design, implementation and maintenance of internal
control relevant to the preparation and fair presentation of the
financial statements that are free from material misstatement,
whether due to error or fraud.

Auditor's Responsibility

Our responsibility is to express an opinion on these statements
based on our audit. We conducted our audit in accordance with
auditing standards generally accepted in the United States of
America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable

1

Member: American Institute of Certified Public Accountants
Oklahoma Society of Certified Public Accountants



assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the accompanying financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud
or error. In making those rigk assessments, the auditor
considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of the 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 audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Unmodified Opinion

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial
position-modified cash basis of Thomas Economic Development
Authority, as of June 30, 2015, and the respective changes in
financial position-modified cash basis and its cash flows-
modified cash basis for the year then ended, in conformity with
the basis of accounting described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which
describes the basis of accounting. The financial statements are
prepared on the modified cash basis of accounting, which is a
basis of accounting other than accounting principles generally
accepted in the United States of America. Our opinion is not
modified with respect to that matter. .

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also
issued our report dated November 30, 2016, on our consideration
of the Authority's internal control over financial reporting and
our tests of its compliance with certain provisions of laws,
regulations, contracts, grant agreements and other matters. The
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purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and
the results of that testing and not to provide an opinion on the
internal control over financial reporting or on compliance.

That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the
Thomas Economic Development Authority's internal control over
financial reporting and compliance.

e Gutls, ¢AnLl

Weatherford, Oklahoma

November 30, 2016

McCulley & McCulley Certified Puplic Accountants Weatherford, OKlafoma 73096



THOMAS ECONOMIC DEVELOPMENT AUTHORITY
STATEMENT OF ASSETS, LIABILITIES AND NET POSITION
MODIFIED CASH BASIS
JUNE 30, 2015

ASSETS
Current Assets
Cash and Cash Equivalents $ 405,583
Restricted Cash and Cash Equivalents
Total Cash and Cash Equivalents 405,583
Notes Receivable 10,645
Capital Lease Receivable 34,799
Total Current Receivables 45,444
Total Current Assets 451,027
Noncurrent Assets
Capital Assets, Net of Accumulated Depreciation 1,569,063
Notes Receivable, Net of Current 15,442
Capital Lease Receivable, Net of Current 233,572
Total Noncurrent Assets 1,818,077
TOTAL ASSETS $ 2,269,104
LIABILITIES AND NET POSITION
LIABILITIES
Current Liabilities
Bonds and Notes Payable $ 41,024
Total Current Liabilities 41,024

Noncurrent Liabilities

Bonds and Notes Payable 262,742
Total Long-Term Liabilities 262,742
TOTAL LIABILITIES 303,766

NET POSITION

Net Investment in Capital Assets 1,439,063

Unrestricted:

Invested in Community Development Projects, Net 120,692
Unrestricted 405,583
TOTAL NET POSITION 1,965,338

TOTAL LIABILITIES AND NET POSITION $ 2,269,104

The accompanying notes are an integral part of these statements.
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION - MODIFIED CASH BASIS
YEAR ENDED JUNE 30, 2015

Operating Revenues

Rental/Lease Income $

Administrative Bond Fees
Miscellaneous

Total Operating Revenues
Operating Expenses
Administration/General
Economic Development
Depreciation
Total Operating Expenses
Income from Operations
Non-operating Revenues (Expenses)
Investment Income

Interest Income on Capital Lease Receivable
Interest Expense

Total Non-operating Revenues (Expenses)

Net Income before Contributions and Transfers
Transfers In - Pledged Sales Tax Revenue from City of Thomas
Change in Net Position
Net Position - Beginning of Year

Net Position - End of Year $

150,137
2,990
955

154,082

3,773
24,077
75,743

103,593

50,489

1,883
7,644
(8,833)

694

51,183

91,867

143,050

1,822,288

1,965,338

The accompanying notes are an integral part of these statements.
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
STATEMENT OF CASH FLOWS-MODIFIED CASH BASIS

YEAR ENDED JUNE 30, 2015

Cash Flows from Operating Activities
Receipts from Customers
Other Operating Cash Receipts
Payments to Suppliers
Payments for Economic Development
Net Cash Provided by Operating Activities

Cash Flows from Noncapital Financing Activities
Tranfers in - Pledged Sales Tax Revenue
Net Cash Provided by Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities
Repayment of Capital Lease Receivable
Interest Received on Capital Lease Receivable
Purchase of Capital Assets
Principal paid on Bonds and Notes Payable
Interest Paid on Bonds and Notes Payable
Net Cash (Used for) Capital and Related Financing Activities

Cash Flows from Investing Activities
Cash Outlay for Notes Receivable
Repayment of Notes Receivable
Interest and Dividends

Net Cash (Used for) Investing Activities

Increase in Cash and Cash Equivalents

Balance of Cash and Cash Equivalents
Beginning of Year

End of Year

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating Income
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities
Depreciation Expense

Net Cash Provided by Operating Activities

The accompanying notes are an integral part of these statements.
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$

150,137
3,945
(3,773)
(24,077)

126,232

91,867

91,867

32,933
7,644
(24,000
(139,485

)
)
(8,833)
(131,741)

(8,000)
5,488
1,883

(629)

85,729

319,854

405,583

50,489

75,743

126,232




THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 1 - Summary of Significant Accounting Policies.

The accounting policies of the Thomas Economic Development
Authority (the Authority) do not conform to accounting
principles generally accepted in the United States of America as
applicable to governments. These standards are set by the
Governmental Accounting Standards Board (GASB). The Authority
uses the modified cash basis of accounting as described below.
The preparation of financial statements requires management to
make estimates and assumptions that affect certain reported
amounts and disclosures (such as estimated useful lives in
determining depreciation expense); accordingly, actual results
could differ from those estimates. The following is a summary
of the more significant policies.

A. The Reporting Entity.

The Thomas Economic Development Authority was created as a
public trust under and pursuant to the laws of the State of
Oklahoma on March 16, 1987. The Authority was created for the
use and benefit of the City of Thomas, Oklahoma (the
beneficiary). The trust indenture establishing the Authority
was amended on December 9, 1998, and it specifies the purposes
of the trust. The five trustees of the Authority are appointed
by the City Council of the City of Thomas. The City Council of
the City of Thomas may also remove any trustee from office,
without cause, by a majority vote. The Authority uses the City
of Thomas office space and employees to conduct its business.
It also manages and leases some of the City’s properties and
receives financial revenue from the City for debt service
payments. Based upon the criteria for a component unit, the
Authority is a component unit of the City of Thomas, Oklahoma,
and its financial statements have previously been included as a
component unit of the City of Thomas, Oklahoma’s, financial
statements. The City of Thomas, Oklahoma’s, financial
statements can be obtained from the City or from the Oklahoma
State Auditor’s web site.



THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 1 - Summary of Significant Accounting Policies.

B. Basis of Presentation - Accounting.

The financial statements of the Authority are presented on
the modified cash basis of accounting, which is a comprehensive
basis of accounting other than generally accepted accounting
principles. Revenues are reported as earned when cash is
received and expenses are reported when the related liability is
paid in cash, except as noted below. Generally accepted
accounting principles require the Authority to report on the
accrual basis. Under the accrual basis, revenues are recognized
when earned and expenses are recognized when the liability is
incurred.

C. Cash and Cash Equivalents.

Cash and cash equivalents consist of demand deposit
accounts and interest-bearing checking accounts.

D. Accounts and Notes Receivable.

Accounts receivable are expenses paid by the Authority with
the intention to be reimbursed by a third party. Notes
receivable are loans made to third parties for community
development. No allowance for doubtful accounts has been
established since management believes all are collectible.

E. Capital Lease Receivable.

Capital lease receivable is a lease purchase agreement with
a third party to transfer title to capital assets providing all
lease payments have been made as agreed.

F. Capital Assets.

Capital assets are valued at historical cost or estimated
historical cost if actual is unavailable, or if donated, at the
estimated fair value on the date of donation. Generally, the
organization only capitalizes assets that have an estimated life



THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 1 - Summary of Significant Accounting Policies.

F. Capital Assets (continued).

greater than one year and a cost of $1,500 or more.

Depreciation is provided over the assets’ estimated useful lives
using the straight-line method of depreciation. The estimated
useful lives by type of asset are as follows:

Buildings 40 years
Land Improvements 20 years
Leasehold Improvements 20 years
Machinery and Equipment 5-20 years
Water, Sewer, and Drainage Systems 20 years
Furniture and Fixtures 5-10 years

G. Bonds and Notes Payable.

Bonds and Notes Payable incurred by the Authority are
recorded as liabilities.

H. Net Position.

Net Position is classified into three components:

1. Net investment in capital assets - Consists of
capital assets, net of accumulated depreciation, and
reduced by the outstanding balances of any notes payable
attributable to these assets.

2. Restricted net position - Consists of net position
with constraints placed on the use either by (1) external
groups such as creditors, grantors, contributors, or laws
or regulations of other governments; or (2) law through
constitutional revisions or enabling legislation.

3. Unrestricted net position - All other net position that
does not meet the definition of the other two above. These
include amounts designated by management for a particular
purpose. Invested in community development projects, net are



THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 1 - Summary of Significant Accounting Policies.

H. Net Position (continued).

various receivable amounts authorized by the Board of Trustees
to provide capital to new and/or existing businesses within the
community and to promote economic development, net of related
debt to acquire those assets.

I. Operating Revenues and Expenses.

Operating revenues and expenses consist of those revenues
and expenses that result from the ongoing principal operations
of the Authority. Operating revenues consist primarily of
rental and administrative fees. Nonoperating revenues and
expenses consist of those revenues and expenses that are related
to financing and investing type of activities and result from
nonexchange transactions or ancillary activities.

Note 2 - Cash and Cash Equivalents.

Custodial credit risk is the risk that in the event of a
bank failure, the Authority's deposits may not be returned to
it. The Authority uses the state statutes as a deposit policy
for custodial credit risk. All funds are insured by the Federal
Deposit Insurance Corporation (FDIC) up to $250,000 available to
depositors under the FDIC'’s general deposit insurance rules.

At June 30, 2015, the Authority’s cash and cash equivalents
consisted of demand deposits as follows:

June 30,
2015
Demand Deposits $405,583
Total Cash and Cash
Equivalents $405,583
Total Demand Deposits:
Carrying Balance $405,583
Bank Balance 405,583
Insured Balance 405,583
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 3 - Notes Receivable.

Notes receivable consists of loans made to third parties
for community development. The following briefly describes
these receivables:

Schrock Automotive LLC - On May 8, 2014, the Authority executed a
promissory note with Schrock Automotive LLC for $24,000. Purpose
is for building improvements and equipment. The lease purchase
agreement between the same parties is incorporated into the note
agreement. Repayment terms are monthly payments of $437 at 3.5%
interest for 60 months. The balance on this note as of June 30,
2015 was $19,087.

Davian Shark LLC - On January 21, 2015, the Authority executed a
promissory note with Davian Shark LLC for a line of credit up to
$20,000. Only $8,000 has been advanced on this note. The
purpose is for payment of start-up costs associated with a
restaurant business. Repayment terms are for monthly payments of
$500 beginning May 1, 2015, at zero percent interest (0%) until
paid in full. The balance on this note as of June 30, 2015 was

$7,000.

A summary of notes receivable activity follows:

New Due
Note Balance Receiv- (Repay-— Balance With-in
Receivable 6/30/14 able ments) 6/30/15 One Year
Schrock
Automotive $ 23,575 S S( 4,488) $ 19,087 S 4,645
Davian
Shark 8,000 ( 1,000) 7,000 6,000

Totals $ 23,575 $ 8,000 $( 5,488) $ 26,087 $ 10,645
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 4 - Capital Lease Receivable.

Capital lease receivable is a lease-purchase loan made to a
third party with a bargain purchase option.

Schrock Automotive, LLC - On February 13, 2012, the
Authority entered into a capital lease agreement for the
building and equipment. The capital lease agreement has a
principal amount of $126,600 to be repaid over 120
consecutive monthly installments of $1,237 with payments
beginning March 13, 2012. The stated interest rate is
3.25%. At the end of the lease, Schrock Automotive may
purchase the building and equipment for $1. This lease is
secured by the building and equipment. The building and
equipment has a first mortgage to Kiwash Electric
Cooperative who loaned the Authority the funds to purchase
the building and equipment as noted in Note 6. The balance
on this agreement as of June 30, 2015 is $88,841.

Supreme Show Supply LLC - On August 28, 2013, the Authority
entered into lease purchase agreements with Supreme Trailer
and Show Supplies LLC for the sale of various lots within
the Town of Thomas. In June, 2014, the members of the
Supreme Trailer and Show Supplies LLC divided that company
into two other companies, Supreme Show Supply LLC and
Supreme Trailer Sales LLC and made agreements with the
Authority to split these lease purchase agreements between
them. Supreme Show Supply LLC has one lease purchase
agreement for $88,000 with 0% interest, $733 monthly
payments for 10 years. This lease purchase agreement is
secured by lots 5, 6, & 7 in block 99 of the City of Thomas
and the building on the lots. The Authority leases this
property from the Thomas Public Works Authority but has
executed a real estate purchase contract dated July 15,
2013 to purchase it from the Thomas Public Works Authority
for $1 at the end of the lease. The balance on this lease
purchase agreement as of June 30, 2015 is $71,865.

The second lease purchase agreement is for $26,500 at 3.25%
interest, monthly payments of $259 for 10 years. This

12



THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 4 - Capital Lease Receivable (continued).

lease purchase agreement is secured by the building and
lots 8 & 9 in block 99 of the City of Thomas. It is also
subject to a note payable to Pioneer Telephone Cooperative,
Inc., as more fully discussed in Note 6. The balance on
this agreement as of June 30, 2015 is $22,251.

Supreme Trailer Sales LLC — This lease purchase agreement
is for $73,500 at 3.25% interest, monthly payments of $718
for 10 years. This lease purchase agreement is secured by
the building and lots 10, 11, 12, 15, 16, & 17 in block 99
of the City of Thomas. Lots 15, 16, & 17 are subject to a
note payable to Pioneer Telephone Cooperative, Inc., as
more fully discussed in Note 6. The balance on this
agreement as of June 30, 2015 is $61,621.

Body Works Physical Therapy & Wellness, LLC - The Authority
has purchased the equipment and executed a lease purchase
agreement on 2/3/2014. Terms call for purchase price of
$27,844, 3.25% interest, and monthly payments of $371 for 7
years. The balance on this agreement as of June 30, 2015
is $23,793.

The following is a summary of the capital lease
receivable transactions ending June 30, 2015:

Capital New Due
Lease Balance Receiv- (Repay-— Balance With-in
Receivable 6/30/14 able ments) 6/30/15 One Year
Schrock
Automotive $100,599 $ $( 11,758) $ 88,841 S 12,138
Supreme
Show #1 80,666 ( 8,801) 71,865 8,801
Supreme
Show #2 24,579 ( 2,328) 22,251 2,408
Supreme
Trailer 68,073 ( 6,452) 61,621 7,715
Body Works 27,387 ( 3,594) 23,793 3,737
Totals $301,304 s -0- $( 32,933) $268,371 S 34,799
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDING JUNE 30, 2015
Note 4 - Capital Lease Receivable (continued).
Total Minimum Lease Payments
Receivable at June 30, 2015 $292,970
Less Interest to be Earned ( 24,599)
Capital Lease Receivable $268,371

Note 5 - Capital Assets.

All the Authority’s capital assets are either leased or
Capital asset activity for the fiscal year
follows:

held for leasing.
ending June 30, 2015,

Balance at

Net Additions

Balance at

Capital Assets Not Being Depreciated:

Land, including Leasehold
Land Improvements

Depreciable Capital Assets:
Buildings

Drainage System

Furniture and Fixtures
Land Improvements
Leasehold Improvements
Machinery and Equipment
Water and Sewer System

Total Depreciable
Capital Assets

Less Accumulated Depreciation:

Buildings

Drainage System
Furniture and Fixtures
Land Improvements
Leasehold Improvements
Machinery and Equipment
Water and Sewer System

Total Accumulated
Depreciation

6/30/2014 (Deletions) 6/30/2015
S 121,967 S 121,967
2,065,393 2,065,393
2,406 2,400
48,506 48,506
314,728 24,000 338,728
101,821 101,821
353,303 353,303
61,200 61,200
2,947,357 24,000 2,971,357
( 716,273 ( 51,635) ( 767,908)
( 1,624 ( 121) ( 1,745)
( 48,5006 ( 48,500)
( 208,507 ( 15,8306) ( 224,343)
( 79, 760 ( 5,091) ( 84,851)
( 353,303 ( 353,303)
( 40,545 ( 3,060) ( 43,605)
(1,448,518) ( 75,743) (1,524,261)
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 5 - Capital Assets (continued).

Balance at Net Additions Balance at
6/30/2014 (Deletions) 6/30/2015
Depreciable Capital
Assets, Net 1,498,839 ( 51, 743) 1,447,096
Net Capital Assets $ 1,620,806 S ( 51,743) $ 1,569,063

Net Additions (Deletions) consisted of the following:

Capital assets purchased at cost S 24,000
Depreciation expense (75, 743)
Net Additions (Deletions) $( 51,743)

Note 6 - Bonds and Notes Payable.

Bonds and notes payable consists of the following:

Oklahoma Department of Commerce/Division of Community

Affairs and Development (ODOC/DCAD) - Under the loan
agreement dated August 24, 1999, the Authority obtained
financing in the amount of $400,000. The loan is a 0%
interest loan with a term of twenty years. The loan is made

to the City of Thomas/Thomas Public Works Authority and has
been passed through to the Thomas Economic Development
Authority. The Authority is to remit principal payments in
the amount of $1,667 in two hundred forty equal monthly
installments beginning in fiscal year 2002 and makes them
directly to the Oklahoma Department of Commerce. The loan
is collateralized by the building lease payments. The
balance on this loan as of June 30, 2015 was $129,999.

Bank of Western Oklahoma - This loan was a construction line
of credit up to $1,000,000 for the purpose of constructing a
building. The permanent loan was done on February 1, 2001,
principal amount of $1,000,000 at 9% interest with a term of
fifteen years. The interest rate was changed to 6% on
November 6, 2008. The note states that the interest rate
can be adjusted on the 5" and 10" anniversary of the note.
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 6 — Bonds and Notes Payable (continued).

The Authority is to remit monthly principal and interest
payments of $10,217 beginning March 1, 2001. The loan is
secured by a title insured first lien on a tract of land,
building and site improvements, equipment, assignment of
life insurance, and assignments of rents from W. W.
Manufacturing, a Kansas Corporation. The balance on this
loan as of June 30, 2015 was $ -0-.

Kiwash Electric Cooperative, Inc. - Revolving Loan Fund -
Under the loan agreement dated January 9, 2012, the
Authority obtained financing in the amount of $126,600. The
interest rate is 3.25% with a term of ten years. The
Authority is to remit payments in the amount of $1,237 in
one hundred twenty equal monthly installments beginning
April 1, 2012. The purpose of this loan was to purchase
economic development property which was subsequently sold to
Schrock Automotive, LLC, under a lease purchase agreement.
This loan is collateralized by a real estate mortgage on the
building and equipment. The balance on this loan as of June
30, 2015 is $89,869.

Pioneer Telephone Cooperative, Inc. - On August 15, 2013,
the Authority executed a promissory note to obtain financing
for $100,000. The interest rate was 3.25% with a term of
ten years. The Authority is to remit payments in the amount
of $977 per month beginning on September 15, 2013. The
purpose of this loan was to purchase economic development
property which was sold to Supreme Trailer and Show Supplies
LLC (and its successors) under a lease purchase agreement.
This loan is collateralized by a real estate mortgage on

these properties. See Note 4 for the lease purchase
agreements. The balance of this loan as of June 30, 2015 is
$83,898.
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 6 — Bonds and Notes Payable (continued).

The following is a summary of the bonds and notes
payable transactions for the year ending June 30, 2015:

Bonds and Due
Notes Balance (Repay-— Balance With-in
Payable 6/30/14 New Debt ments) 6/30/15 One Year
ODOC/DCAD $149,999 $ $( 20,000) $129,999 $ 20,000
Bank of
Western OK 98,916 ( 98,9106) -0-
Kiwash
Electric 101,586 ( 11,717) 89,869 12,005
Pioneer
Telephone 92,750 ( 8,852) 83,898 9,019
Totals $443,251 S $(139,485) $303,766 $ 41,024

The annual contractual debt service requirements for
retirement of principal and payment of interest are as follows:

Year

Ending

June 30 Principal Interest Total
2016 S 41,024 $ 5,548 $ 46,572
2017 41,899 4,673 46,572
2018 42,626 3,946 46,572
2019 43,377 3,195 46,572
2020 44,153 2,419 46,572
2021-2023 90,687 2,701 93,388
Totals $ 303,766 S 22,482 S 326,248
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 7 - Conduit Debt Obligation.

On September 1, 2007, the Authority issued its
Educational Facilities Lease Revenue Bonds (Thomas-Fay-Custer
Public Schools Project) Series 2007. Bond proceeds are for the
benefit of the Thomas-Fay-Custer Public School District (the
District) and are secured solely by the certain rental and lease
purchase payments payable by the District and other funds and
accounts established under the indenture relating to the bonds.
The Authority has assigned all its rights and interests in the
rental and lease purchase payments to the Trustee bank. The
District makes its payments directly to the Trustee bank. These
bonds do not constitute an obligation, legal or moral, or debts,
general or special, of the Authority. As such, the accounts
held by the Trustee bank for debt payment and any other assets
related to the bonds and related bond payable accounts are not
presented in these financial statements. The Authority receives
an administrative fee for facilitating these bonds.

The original issue amount was $5,035,000. The
outstanding balance of the bonds as of June 30, 2015 was

$2,530,000.

Note 8 - Risk Management.

The Authority is exposed to various risks of loss related
to torts; theft of, damage to, or destruction of assets; errors
and omissions; and natural disasters. The Authority purchases
commercial insurance or has the lessee purchase commercial
insurance to manage these risks. Deductibles range from $500 to
$2,500, depending upon the insurance coverage. The Authority is
also a named plan member of the City of Thomas, Oklahoma,
liability policy.

Note 9 - Commitments.

Short-term Lease Commitments.
The Authority entered into a lease agreement with the City

of Thomas, (as lessor), on February 24, 1998, in which the
Authority leased real property to develop an industrial facility
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 9 - Commitments (Continued).

to be leased to a tenant. No rental payments are required under
the terms of the lease. The consideration shall be the
installation, construction, and operation of improvements to the
leased property. At the end of the lease term, the Authority
has the option to renew the lease for a like term.

On November 11, 1998, the Authority, as lessor, entered
into a lease agreement for the lease of the industrial facility
referred in the above paragraph. The original term of the lease
commenced on May 1, 1998. The lease specifies rental payments
of $600 per month. Due to federal monies, the term of the lease
may not exceed thirty days; however, the lessee shall have the
option to renew the lease agreement for a period of an
additional thirty days at the end of each lease term. The
lessee’s exercise of its renewal option for an additional thirty
day period shall be automatic unless lessee or lessor provides
written notice to terminate to the other party at least thirty
days prior to expiration of this lease agreement. Renewal terms
are the same as the original lease agreement. The Board of
Trustees approved a one year lease effective November 1, 2013
with monthly payments of $1,200. An option to extend for
another year with an increase in the lease payments to $1,300
was also approved. This option was executed in fiscal year
2015.

Long-term Lease Commitments.

The Authority has entered into a lease agreement on January
26, 2000, with an industrial company for the lease of a facility
which the Authority constructed with funding from loans, federal
grants and federal zero percent interest loans, as well as
donated services of state and county governments. The lease
payments are to be the amount equal to the amount required to
service the debt on loans related to succeeding initial
occupancy of the facility, which was April 1, 2003, and shall
extend for fifteen years thereafter or until all the loans
related to this project have been paid. An addendum to this
lease agreement was made on January 23, 2001, to add some
equipment to the lease properties. Current monthly lease
payments are $1,667.
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THOMAS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING JUNE 30, 2015

Note 9 - Commitments (Continued).

The following is a schedule by years of minimum future rentals
on noncancelable long-term operating leases as of June 30, 2015.

Year Ending June 30

2016 $ 20,000
2017 20,000
2018 20,000
2019 20,000
2020 20,000
2021-2022 29,999

Total $129,999

Note 10 - Pledged Sales Tax Revenue from the City of Thomas.

The Authority receives funding from the City of Thomas to

fund its debt service on its sales tax bonds payable. The sales
tax bonds were paid off in fiscal year 2014 when the Authority
exercised the prepayment clause for these bonds. The original

maturity date for these bonds was February 1, 2018. The
Authority received $91,867 from the City during the year ending
June 30, 2015. The funds represent a one-percent City sales tax
that is transferred from the City’s General Fund. Although due
to Oklahoma law the City may not obligate beyond its fiscal
year, the City has agreed to consider budgeting and
appropriating, on a year-to-year basis, this one-percent sales
tax to the Authority.

Note 11 - Contingencies.

The Authority participates in various federal or state
grant/loan programs from year to year. The grant/loan programs
are often subject to additional audits by agents of the granting
or loaning agency, the purpose of which is to ensure compliance
with the specific conditions of the grant or loan. Any
liability or reimbursement that may arise as a result of these
audits cannot be reasonably determined at this time, although it
is believed the amount, if any, would not be material.
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INDEPENDENT AUDITOR'S REPORT
ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Board of Trustees
Thomas Economic Development Authority
Thomas, Oklahoma

We have audited, in accordance with auditing standards generally
accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United
States, the accompanying modified cash basis financial
statements of the Thomas Economic Development Authority, for the
year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the Thomas Economic
Development Authority's financial statements and have issued our
report dated November 30, 2016. The Authority reports its
financial statements on the modified cash basis of accounting.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial
statements, we considered the 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 accompanying financial
statements, but not for the purpose of expressing an opinion on
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the effectiveness of the Authority’s internal control.
Accordingly, we do not express an opinion on the effectiveness
of the 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 material weakness is a deficiency, or combination of
deficiencies, in internal control such that there is a
reasonable possibility that a material misstatement of the
entity’s financial statements will not be prevented, or detected
and corrected, on a timely basis.

Our consideration of internal control over financial reporting
was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be
deficiencies, significant deficiencies or material weaknesses.
We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses
as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the
Authority's financial statements are free of material
misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grants
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 test
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 result of
that testing, and not to provide an opinion on the effectiveness
of the entity’s internal control or on compliance. This report
is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s
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internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

/Wﬁ‘iCuiﬂZ%b_J /7W¢Ck~é2%5

Weatherford, Oklahoma

November 30, 2016
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