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’ CERTJF[E.DPUBLICACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Members of the
Oklahoma Water Resources Board

We have audited the accompanying statements of net assets of the Oklahoma Water Resources Board
State Loan Program Revenue Bonds - Series 1997 (the "Program"} as of June 30, 2012 and 2011, and the
related statements of revenues, expenses, and changes in net assets and cash flows for the years then
ended. These financial statements are the responsibility of the Program's management. Qur responsibility
is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and 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 assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Cklahoma Water Resources Board State Loan Program Revenue Bonds - Series
1997 as of June 30, 2012 and 2011, and the changes in financial position and cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 12,
2012, on our consideration of the Program's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of intemal 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 and should be considered in assessing the results of our
audit.

Accounting principles generally accepted in the United States of America require that the rmanagement's
discussion and analysis as listed in the table of contents be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operatiopal, economic, or
historical context. We have applied certain limited procedures to the required supplementary
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 statements, and other knowledge we obtained during our audit of the basic 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.

Edmond, ahoma
Qctober
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MANAGEMENT’S DISCUSSTON AND ANALYSIS

Qur discussion and analysis of the Oklahoma Water Resources Board Stale Loan Program Revenue
Bonds — Series 1997 (the "Program") financial performance provides an overview of the financial
activities for the fiscal years ended June 30, 2012 and June 30, 2011. Please read it in conjunction with
the financial statements, which begin on page 10. The Oklahoma Water Resources Board (the "Board")
administers the Series 1997 Bond Program.

Financial Highlights

¢ Total Assets decreased 19.3% from $6,024,348 to $4,864,443 between FY 2011 and FY 2012. Total
Assets decreased 39.5% from $9,964,546 to §6,024,348 between FY 2010 and FY 2011.

¢ Tolal Nel Assets increased from $270,341 to $275,838 between FY 2011 and FY 2012, Total Net
Assets increased from $269,353 to $270,341 between FY 2010 and FY 2011.

e Tolal Liabilities decreased 20.3% from 35,754,007 to $4,588,605 between FY 2011 and FY 2012,
Total Liabilities decreased 40.7% from $9,695,193 to $5,754,007 between FY 2010 and FY 2011.

e  Other accrued liabilities decreased over 32% in FY 2012 and increased over 10.23% in FY 2011.
Administrative fees assessed but not used during past fiscal years are "banked" for future
administrative costs. During FY 2012 and 2011, the Board earmed $13,200 and $13,700,
respeclively, from the Series 1997 Bond Program for administrative services provided.

Using This Annual Report

This annual report is presented in a format that substantially meets the presentation requirements of the
Governmental Accounting Standards Board (GASB) in accordance with generally accepted accounting
principles. The Program is accounted for and presented similar to a special-purpose government engaged
solely in business-type activities.

The financial statements for the Program are presented after the Management’s Discussion and Analysis
in this annual report and then followed by the footnotes in this order;

o Management’s Discussion and Analysis — that provides useful analysis that facilitates a better
understanding of the Program’s financial condition and changes therein.

¢ Basic Financial Statements
o Statements of Net Assets
o Statements of Revenues, Expenses and Changes in Net Assets
o Statements of Cash Flows

» Footnotes — that elaborate on the accounting principles used in the preparation of the financial
statements and further explain financial statement elements.

{Unaudited. See accompanying auditor’s report,)
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¢ Supplemental Information — Grouped Financial Statements of all Program Bond Issues for the
year ended June 30, 2012
o Statements of Net Assets
o Statements of Revenues, Expenses and Changes in Net Assets
o Statements of Cash Flows

A Financial Analysis of the Program

One of the most frequently asked questions about the Program’s finances is, “Has the overall financial
condition improved, declined or remained steady over the past vear?” The Statement of Net Assets and
the Statement of Revenues, Expenses, and Changes in Net Assets report information about the Program
as a whole and about its activities in a way that helps answer this question. The following tables present
a condensed comparative presentation of net assels and changes therein.

Oklahoma Water Resources Board
Revenue Bonds - Series 1997
Net Assets

Business-Type

Activities
June 30,
2012 2011 2010

Current assets ¥ 3.684752 $ 787,837 b 1,123,714

Non-current assets 1.179,691 5,236.511 §,840,832

Total assets 4 864,443 6,024,348 9,964,546

Current liabilities 3,688.413 793,030 1,123,430

Non-current liabilities 900,192 4,960,977 8.571.763

Total liabilities 4,588,605 5,754,007 0.605,193
Nel assets

Unrestricted 275,838 270,341 269,333

Total net assets 3 275,838 3 270,341 3 269,353

(Unaudited. See accompanying auditor’s report.)
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Oklahoma Water Resources Board
Revenue Bonds - Series 1997
Revenues, Expenses, and Changes in Net Assets

Business-Type

Activities
Years Ended June 30,
2012 2011 2010

Revenues
Loan program income $ 211,323 $ 301,470 $ 468,318
Investment interest income 28 97 54

Total revenues 211.351 301.567 468,372
Expenses
Trustee fees 1,000 1,027 1,255
Administration expenses 13,160 13,679 18,522
Intercst expense 183,548 277,260 437,289
Amortization of debt issuance cost 5,770 5,771 5,770
Standby bond purchase agreemenl fees 1,566 1,832 1,952
Remarketing fees 810 1,010 1,045

Total expenses 205,854 300,579 465,833
Increase (decrease) in net assets 5,497 988 2,539
Total net assets - beginning 270,341 269,353 266,814
Total net assets - ending $ 275,838 § 270341 $ 260,353

{Unaudited. See accompanying auditor’s report.)
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Long-Term Debt

At year-end, the Program had $4,495,000 in long-term debt outstanding which represents a $1,115,000 or
19.9% decrease from the prior year. At June 30, 2011, total long-term debt outstanding decreased by
$3,895,000 or 41%. The Program’s changes in long-term debt by type of debt are as follows:

200 2011 2010

Beginning Balances:
Serial and term bonds due Seplember 1, 2012 to
September 1, 2018, at fixed interest rates ¥ 3,980,000 b3 7,740,000 ¥ 9.320.000
Serial and term bonds due September 1, 2012 to
September 1, 2023, at variable rates subject to
mandatory sinking fund redemption 1.630,000 1,765,000 1,860,000

Less: debt principal repayments (1,115,000} {3.895,000) {1.675,000)
Ending Balances § 4,495,000 b 5,610,000 $ 9,505,000
Amounts due in one year 3 3,535,000 $ 585,000 $ 865,000

See Note 6 to the financial statements for more detailed information on the Program’s long-term debt and
changes therein.

Economic Factors and Next Year's Outlook

Due to the nature of the Series 1997 Bond Program, the Board expecis a decrease in net assets and
liabilities as the loans continue (o mnake principal repayments and bonds arc redeemed. As the net assets
and liabilities decrease, so will the revenues and operating expenses. However, the Board expects to
have sufficient income to sustain the Series 1997 Bond Program throughout the life of the bonds.

Contacting the Program's Financia] Management

This financial report is designed to provide the Board's accountability of the Program. If you have
questions about this repori or need additional financial information, contact the Financial Assistance
Division of the Oklahoma Water Resources Board at 3800 N. Classen Blvd, Oklahoma City, OK 73118.

(Unaudited. See accompanying auditor’s report.)
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Statements of Net Assets — June 30, 2012 and 2011

2012 2011
ASSETS:
Current Assets:
Cash and cash equivalents $76,001 $129,692
Current portion of notes receivable 3,539,800 588,550
Interest receivable:
Notes receivable 63,950 69,594
Other [ 1
Total current assets 3,684,752 787.837
Noncurrent Assets:
Notes receivable net of current portion 1.097.800 5,148,850
Bond issuance cost, net of accumulated amortization of
$86,522 and $80,752 in 2012 and 2011, respectively 31,891 87.661
Total noncurrent assets 1179691 5,236,511
Total assets 4,864,443 6,024,348
LIABILITIES:
Current Liabilities:
Accrued interest payable 58,113 66,410
Current maturities of long-term debt 3,535,000 585,000
Other acerued liabilities 95,280 141,620
Total current liabilities 1,088.413 793,030
Noncurrent liabilities:
Long-term debt, less current maturities and unamortized
discount of $59,808, and $64.023 in 2012 and 2011, respectively 500,192 4,960,977
Total noncurrent liabilities 900.192 4,960,977
Total liabilities 4,588,605 5,754,007
NET ASSETS:
Unrestricted 275,838 270341
Total net assets $275,818 £270,341

See accompanying notes 1o the basic financial statements.
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Statements of Revenues, Expenses, and Changes in Net Assets — Years Ended June 30, 2012 and 2011

2012 2011

Operating Revenues:
Loan program income £211,323 $301.,470
Total operating revenues 211,323 301,470

Operating Expenses:
Trustee fees 1,600 1,027
Administration fees 13,160 13,679
Interest expense 183,548 277,260
Amortization of bond issuance cost 5,770 5,771
Standby bond purchase agreement fees 1,566 1,832
Remarketing fees 810 1,010
Total operaling expenses 205,854 300,579
Operating income 5,469 391

Non-Operating Revenues:

Interest income 28 97
Total non-operating revenues 28 97
Change in net assets 5,497 988
Total net assets - beginning 270,341 269,353
Total net assets - ending $275,838 $270,341

See accompanying notes to the basic financial statements.
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Statements of Cash Flows — Year Ended June 30, 2012 and 2011

2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Collections of interest on loans to local governments $211.,967 3366879
Payments to other suppliers (62,876) (4,399
Interest paid on debt (187,610) (336,595}
Net Cash Provided by (Used in) Operating Activities (38,519 25,885
CASH FLOWS FROM NONCAPITAL FINANCING ACTLVITIES
Repayments of Lang-term Debt (1.115.000) (3,895,000
Net Cash Provided by (Used in) Noncapital Financing Activities {1.115.0040) (3,895,000}
CASH FLOWS FROM INVESTING ACTIVITIES
Collections of principal on loans to local governmental umis 1,099,800 3.866,150
Interest income 28 97
Net Cash Provided by Investing Activities 1,099,828 3,866,247
Net Increase (Decrease) in Cash and Cash Equivalents (53,691 {2,868)
Balances - beginning of the year 129,692 132,560
Balances - end of the yvear $76,001 $129,692
Reconciliation of operating income (loss) to net cash provided (used)
by operating activities:
Operating income §5.469 5891
Adjustments to reconcile operating income to net cash provided
{used) by operating activities:
Amortization of bond issuance costs and bond issuance discounts 9,983 9,985
Change in assets and liabilities:
Decrease (Increase) in interest reccivable 644 65,409
Increase {Decrease) in acerued interest payable (8,277) (63,549)
Increase {Decrease) in other accrued liabilities (46,340) 13,149
Net Cash Pravided by {used in) Operating Activitics ($38,519) 325,885

See accompanying notes to the basic financial statements.

13



OKLAHOMA WATER RESOURCES BOARD

STATE LOAN PROGRAM REVENUE BONDS - SERIES 1997
ANNUAL FINANCIAL REPORT

As of and for the Years Ended June 30, 2012 and 2011

Footnotes to the Basic Financial Statements:

1.

Summary of Significant Accounting Policies

Reporling Entity

The Oklahoma Water Resources Board (the "Board") State Loan Program Revenue Bonds -
Series 1997 (the "Program") commenced operations in July 1997 by the Board to provide monies
to implement its state-wide financial assistance program to make loans to local governmental
units in the State of Oklahoma to be utilized to provide for the acquisition, development and
utilization of storage and control facilities for water and sewage systems. Provisions of the bond
indenture require that all local loans be originated by July 2, 2000. No new loans will be
originated after that date without amendments 1o the bond indenture. Any portion of the bond
proceeds may be used to redeem bonds at the option of the Board as specified by the bond
indenture.

Administrative, accounting, and other technical support services are provided by employees of
the Board. Payroll and other costs incurred by the Board on behalf of the Program are not billed
by the Board, but are recovered from the administration fees paid by the Program (see Note 4).

Basis of Accounting and Measurement Focus

The Program is accounted for and presented similar to a special-purpose government engaged
solely in business type activities.

The Program uses the accrual basis of accounting whereby expenses are recognized when the
liability is incurred and revenues are recognized when earned,

The Program uses the economic resources measurement focus where all assets, liabilities, net
assets, revenues, expenses and transfers relating to the Program and net income and capital
maintenance are measured.

The accompanying financial statements have been prepared in conformity with generally
accepted accounting principles as prescribed by the Governmental Accounting Standards Board
{("GASB™). Under the guidelines of GASB Statement 20, the Program has elected not to apply
Financial Accounting Standards Board Statements and Interpretations issued after November 30,
1889.

Pursuant to its bond indenture, the Program is required to maintain various separate accounts for
principal payments, interest paymenis and various other purposes. To assist in fulfilling these
responsibilities, the Board has engaged BancFirst to act as trustee and maintain appropriate
fiduciary records. All activities and monies in the various accounts required by the bond
indenture are considered to be applicable to the conduct of the Program's ongoing operations.
Accordingly, all such activities and monies are combined for purposes of preparing the Program's
financial statements.
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1. Summary of Significant Accounting Policies (cont’d)

Bond Issuance Cost

Bond issuance costs are amortized using the straight-line method over the life of the bonds,
which is 30 years,

Bond Issue Discount

The Program's bonds were initially sold at a discount of $123,000. The bond discount is being
amortized over the remaining life of the bonds. Amortization expense of $4,215 and $4,214 was
recorded in 2012 and 2011, respectively, and is included in interest expense in the accompanying
stalements of revenues, expenses and changes in net assets.

Cash Equivalenis

The Program considers all highly liquid debt instruments purchased with an original maturity of
three months or less and money market funds to be cash equivalents.

QOperating Revenues and Expenses

The Program considers income earned on outstanding loans receivable to be operating revenue.
Similarly, the Program considers expenses incurred in administering the loan program, such as
trustee fees, administration expenses, interest expense, and the amortization of bond issuance
costs, to be operating expenses.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management 10 make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

2. Cash Deposits and Investment Risk

Cash and cash equivalents of $76,001 and $129,692 at June 30, 2012 and 2011 respectively, were
on deposit with the Program's trustee.

Investment Interest Rafe Risk — the bond indenture provides that initial bond proceeds be
invested in an investment agreement that provides for an interest rate return equal to the interest

due on the bonds for the initial loan peried, 3 years.

Investment Credit Risk — the bond indenture provides for restrictions on the investment choices
of the Program as follows:

15
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2. Cash Deposits and Investment Risk (cont’d)

a. Obligations of the United Siates Government, its agencies and instrumentalities.

b. Collateralized or insured certificates of deposit and other evidences of deposit at banks,
savings banks, savings and loan associations or credit unions located in the State of
Oklahoma.

c. Money market funds regulated by the Securities and Exchange Commission and which
investments consist of those items specified in (a) and (b) above.

d. Investment agreements with entities maintaining a rating in the top two categories by a
nationally recognized municipal bond rating agency.

At June 30, 2012, the Program'’s investments in obligations not directly guaranteed by the U.S.
Government and mvestiments in money market mutuatl funds were rated as follows:

Carrying
Tvype Maturitics Credit Rating Value
Federated Treasury Obligations Fund 16 days AAAM 5 76,001
Total Investments 5 76.001
————

Concentration of Investment Credit Risk — the bond indenture places no limit on the amount the
Program may invest in any one issuer. The Program has the following concentration of credit
risk: 100% or $76,001 is invested in Federated Treasury Obligations Fund.

At June 30, 2011, the Program's investments in obligations not directly guaranteed by the U.S.
Government and investinents in money market mutual funds were rated as follows:

Carrying
Tvype Maturities Credit Rating ¥alue
Federated Treasury Obligations Fund 15 days AAAM 3 129,692
Total Investments $ 129,692

Concentration of Investment Credit Risk — the bond indenture places no limit on the amount the
Program may invest in any one issuer. The Program has the following concentration of credit
risk: 100% or $129,692 is invested in Federated Treasury Obligations Fund.

16
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Notes Receivable

Notes receivable of $4,637,600 and $5,737,400 at June 30, 2012 and 2011, respectively,
represents loans made by the Program to local governmental entities for the purposes of
acquisition, development, and utilization of storage and control facilities for water and sewage
systems. Payments on the notes are due in semiannual installments for fixed raie notes and
quarterly for vaniable rate notes with various maturity dates through 2026; however, the local
entities have the option to pay the notes earlier than the scheduled maturities. The current
portion of notes receivable contains scheduled maturities and any prepayments made subsequent
to year-end through September 30, 2012. The notes are collateralized by various revenue sources
including, but not limited to user charges and sales taxes of the borrowers and mortgages on the
water and/or sewer systems.

Program Fees

The bond indenture agreemeni provides for various fees to be paid in connection with the
adnunistration of the Program. These fees include the following:

s Standby purchase agreement fees are to be paid to a bank, which has guaranteed to purchase
outstanding bonds that cannot otherwise be sold.

o During the year, an annual program administration fee of 0.1328% of fixed rale notes
receivable outstanding during the period was charged to operations. An annual program
administration fee of .4000% of variable rate notes receivable outstanding was charged to
operations for the year. These fees are payable to the Oklahoma Water Resources Board for
providing clerical, management and administrative services.

¢ Remarketing fees are payable to an investiment banker for services related to detenmining the
interest rate adjusiment and atlempting to remarket bonds when necessary.

o During the year, a trusiee fee of 0.0122% of bonds outstanding was charged 1o operations.
Fees are calculated twice a year using the balance of bonds outstanding at February 28 and
August 31.

» Pursuant to the bond indenture, the Program was required to purchase a $5.000,000 surety
bond prior to the bond issuance. The cost of the surety bond was $70,000 and is included in
capitalized bond issuance costs.
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5. Arbitrage Rebate Due Federal Government

In order for the interest on the Program's bonds to be tax exempt, the Program must comply with
certain provisions of the Internal Revenue Code, as amended. One provision requires that
arbitrage eamings (defined as the excess of the amount eamed on all nonpurpose investments
over the amount which would have been earned if the nonpurpose investments were invested at a
rate equal to the bond yield) be rebated to the Inlemnal Revenue Service. The rebate is payable at
the end of each five years during the term of the issue. The Program has no further arbitrage
liability at June 30, 2012.

6. Long-term Debt

Long-tenm debt at June 30, 2012 and 2011 consists of the following:

202 2n

Beginning Balances:
Serial and term bonds due September [, 2012 10
September 1, 2018, at lixed interes! rates $ 3,980,000 5 7,740,000
Serial and term bonds due September 1, 2012 10
September 1, 2025, a1 variable rates subject (o
mandatory sinking fund redemption 1,630,000 1,765,000

Less: debt principal repayments (1,115,000 (3,895,000
Ending Balances g 4,495,000 5 5,610,000
Amounts due in one year ) 3,535,000 3 585,000

Certain bonds bear interest at a variable rate, initially set at 3.7% and periodically adjusied
pursuant to the provisions of the bond indenture, to a maximum rate of 12% per year. The
interest rate on the bonds was .35% at June 30, 2012. At the option of the Board and subject to
applicable provisions of the bond indenture, which require, among other things that all bonds be
successfully remarketed, the variable interest rate may be converted to a term rate that would stay
fixed until maturity of the bonds. These bonds bear interest at fixed rates ranging from 4.95% to
5.15%. Variable interest rates are reset quarterly on March 1%, June 1%, September 1%, and
December 1%, by the Program's remarketing agent. At June 30, 2012, the Program had
$1,005,000 in variable rate bonds outstanding.

Future debt service payments required by the serial and tenn bonds as of June 30, 2012, were
developed using the loan repayment amortization schedules maintained in the IFS system for
variable rate bonds and scheduled maturities for fixed rate bonds. Future debt service payments
required by the Program's serial and term bonds as of June 30, 2012 are as follows:

Fiscal Yeag Principat Interest Total
2613 ) 3,535,600 5 90,278 $ 3625278
2614 50,000 3,364 53,360
2018 55,000 3,185 5B.185
016 60,000 2,993 62,993
2017 63,000 2,783 67,783

2018-2022 425,000 2,555 427,555

2023-2026 305,000 1,068 306,068

Total 3 4495000 § 106,222 $ 4,601,222

18
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Interest on the bonds is payable semiannually for fixed rate bonds and quarterly for variable rate
bonds. While the variable bonds bear interest at an adjustable rate, the variable bonds are to be
repurchased at each such interest payment date at a price equal to the unpaid principal amount,
unless such repurchase is waived in writing by the bond holder. The bonds are also subject to
mandatory tender upon conversion to a term interest rate.

In addition 1o their normal scheduled maturity dates as shown above, (he bonds may be redeeined
at the option of the Board, in whole or in part, on any interest payment date prior to conversion to
a term interest rate, for their principal amount plus accrued interest 1o the date of redemption.

Following any conversion to a tenn rate, the bonds may also be redeemed at the option of the
Board, in whole or in part, at such dates and for such prices, plus accrued interest as are set forth
in the bond indenture.

The 1997 Bonds share in an aggregate debt service reserve along with all the other Board bond
programs. At June 30, 2012, the aggregate debt service reserves totaled $17,766,508. The debt
service reserves are reflected in the Board bond programs Series 1989 and 1994 A.

On May 10, 2011, the Board approved a resolution authorizing an amendment to the General
Bond Resolution creating a General Debt Service Reserve Fund for the purpose of further
securing the Board’s State Loan Program Bonds. The Reserve has been funded with State
appropriated gross production tax revenues in the amount of $4,509,081 as of June 30, 2012 and
is held by the Board’s trustee bank.

19
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INDEPENDENT AUDITOR'S REPORT
ON ADDITIONAL INFORMATION

To the Members of the
Oklahoma Water Resources Board

Our report on our audit of the financial statements of the Oklahoma Water Resources Board State
Loan Program Revenue Bonds — Series 1997 for June 30, 2012 appears on page three. The audit was
conducted for the purpose of forming an opinion on the financial statements taken as a whole. The
Grouped Statements of Net Assets, Statements of Revenues, Expenses, and Changes in Net Assets,
and Statements of Cash Flows are presented for purposes of additional analysis and are not a required
part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the
audits of the financial statements of each bond issue and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the information is fairly stated in all material respects in relation to the financial
statements of each bond issue as a whole.







£e

LMoy AR PE BO{JNTLIUNN] [SODYJPER 0] ) 30d2 [[PNS 3NIS] PR [RLPLARD] 0283 33y

——
AL Y DT kL L Y] BT 1Y L] 13 Ty aly 3 R 1) PR kY [T T s vl % [HSTTIRY Widhee § HRTH 5 [T Y wpalye 3
yAo e L 1) (L LiN LITS el (LN oLy Teyud Rl FERTTY [ £20
PATIN Wk TE [ hiv) sk k ]34 w1l [T el .l LRE WAE [ [y

- . - LT ST
[PCTS wr Tk [T [0S T [HSY T o Lss b TWET07) TS Wih [TTNTS Ty
[ Tul - < v N B [11 [T} 11 L £ HY N [N [ FTTY (HEF)
g M -l N $1 L1 ar B 1} W L2 YT
. - - B - - - - (4
sl [T T s iy CYH Tee il [y AT Ayl LAy by (] [
[ENE TN AILEIS ) s oY WO [N SR b e ] LD HRCICT e3ying -l
[ B o N il 53 [N wh
L - - N - - - . Th'w EV Y sHih 'l kv %
Ry - - vik ) FIrs ol Ly sIEL " e T
holuHm el B Iy UL HIUERL 618 Th L ey RPN fu B LI PEA AR LU ALEL RiZ1Y uLnt
Penarle 4 L HNTKL e et [T L o MU oL Ll = e L LA (LT L
wh sl sEIE yL rerl ST oL hi'l s L] Lyt Uiyl oEPP sut 'l [T mirl
Ty B [T Slry SiFETL [T W] [N g TR R GG LIET
[ S T R L TR R T I Y BT T A T A I T T T Y Wiae 5 S orAIa P A UT Y 'l EITT T ST Y 3
(R PRUNWITo, WD (D WO [h] DUROLgTg  SRDBN DT MR RS A kg DU e SUR ey S L, SN by s VRO fay] S| v | [Ty ST AR
R
Vre]

S1A%Y LAN KLY

ECNED ERTTTE JET ST e

FLLIFRE ST LT TR TE 3, S RN
SLANYY 4N

U L o Sk )
PRI A RSN Dt 4y LAY ) LN (V)] RN )
WENCIRD 200 34 (F0]) ORI RY
sanuasae Fujesdoton jay
ATE g, 21 dunHpanl s
D [LOAE PR )

RUTERELLITTAT FIE{ES APV IN], T
ASANKNANAN S ANNAAHN ONILVH R ONON

(L ETE, ECT W T FEX
emuadnd Tuirkands [oec g

=2y Fpaarasy
e AHEIad TOy g
s> ST [awsny | DSEL LKW,
oy y R3O
Uy wordnnwpy
Aan A |

Ll Faneediy

SASMAIXA

AN WML

L e Rup sl pepe

Aot ik |
L PRSI = R )
SdANdA N

TL0Z ‘DU N[ PIPOY IR AQL A0
] plioy maliolg gy

NYILY NV 345N Ad 3D “SHONEAW 40 SINAWNALY 1Y G2d 00002

NOILVIHOANL Ty LN Isd’ WS

SUNOE ATV Iy HHIHY

NYQTALY LN ANV YA 3008AE B LY & YIRUINY INO



esnempp P PP T L TP S5 s RS e o P 38 by

S CIK] ' ELAl N aevad [l iy U le AT LI oo [ Cran'al oo HEY
Tae oot ey v al BT o H BT e w VoA [ e N i il ¥ibal T bt [Ea] [Yai an
IR TurLLr L N at T 1) [EY] fmatd tarat) [ H Vaah WTaRE WIE v e 1okl wi? the oy} Sp vt
Lol g towe A2} o yun) b1k e LN " i 1o¥rr it L) werl L FL aifpy ¥ ry Tui'al V. e .
woe . - Wyt L) wrs wle T oo Y - PN
o [EA v un tnrh frr Il Lroor folu) LIt ] ZIrolt o0 ol AT it Tire W ikl
T 3 XTI 1wl XS o Sirvol 108 i W T CLr b I [N i N S
TSI - Ry w5t waTs AN CIo T AV Telw CIEN T T Toaodt Al Tara et N
(IR or wry ek EUTH hyT T2 ThavTat 1, vy o LalEr e [IT] Ciarit I 111 dpay!
Toy vhr 1 T T Wy iy ] ot rhuael 7 thauryl sl ineling Tibunay ot Tt REvnil Y Tl e
3 3 . W1 3 it o i v o HD w 4 ™ AT oG
tows ar .
. . . - Lewvtan 113 .
v ool 1t waval 3T, wuvom ¢ o Pr e e, i Ve v Tuim s ) v b, AT -,
[LOPLRTY O ey e Ty Tiog ez (i [ o0 a7 T o7 (LU T ? T o 7T Taan ¥t T voe? w7 Tawratryy Toonznt of_ duakesrd
fon0'mo b {0 021 oy ld Tourue ) Ganroun 11 Ao I 00 e 1 Anrmice) ey T vl foowrp 10 11 A urk ) [T S R ]
vk .. LT . - . . . . .
. W nrny
o] T TN BYH oael Trraiel iy vios Tewand Tt
[N T sh 1T T 1 VAl ATy T e 1T Tereraty K Tl Terwons Tore Y
L [ oyl fnl 01 tnz'1 tEs ol s 1) Gnch [ [P [reram}
L W oy | Lirve LY TN erTArT PN [y P by [N PL R [ Bl Y. 4
T TR TR T e T o RO (1 A [T LT NPT Y Y =TT [SLoawr TR T T W) ETTCS o 40T Ty Crie) | SER ohol
—— w2
wheL

s B LR o [ IR ) Tl e By

Py [T S » (SRS | acnuan
Spipai] CCCERE TTRLTR, BT | 30
T g 1 [Pk P |
L LTI PO (o F ancy |
P (R T 0 TR [ ) AL,
ity Pk my (FE) P )
I 0 4y (Y RS T A W Y VR,
() Mmoo B,
SALRLAILY NIV I LA Ll W) O 301AGHEA 15 2 41N 0L
(G TR RIS FFIF LR TUL] TR AGRRY |

e e Sy s e e e

e e a1y b FE e
vy Y [ T { LTI M M,

Mo B PRI ) [ ] D B35,
T 1
L Y ) -

e R (Y e b
SAITTULSY ST INTRORT S W

SR g v o e ) (S b o sl e 1,
m wrcmpal b
KPP MDY Sy jr TSl
R T e ey
G LY o Sy Y N+ s 4 MR |
CALLEALE P¥ 50 ISy B LY 350N OB S H iy »

e e [ el B
AT W (U P
[ 1T L CTIERRL - W
e (ELCETE O (1Y 2 B - BT AT
SAHILALE Y O0 LY TG SO T4 )

IO Ty aay papy ey mp
U] g By ¥

S UL TISY 3 40 SLNEA LIV Q1 MON'

AOLLYWAOINE TV.Ln J10d LLd 15

SOMCA 4 TI% A AT WYREORY
AN TLIY Lo UNYIH L2010 HALV R VLD 1441



OKLAHOMA WATER RESOURCES BOARD

STATE LOAN PROGRAM REVENUE BONDS - SERIES 1997
ANNUAL FINANCIAL REPORT

As of and for the Years Ended June 30, 2012 and 2011




(‘
-

‘| Arledge

& Associates, P.C.
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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 Members of the
Oklahoma Water Resources Board

We have audited the financial statements of the Oklahoma Water Resources Board State Loan Program
Revenue Bonds - Series 1997 (the "Program™) as of and for the year ended June 30, 2012, and have issued
our report thereon dated October 12, 20]12. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Program’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Program’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Program's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstaternent of the Program’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 Program’s financial statements are free of
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 financijal 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.

Member of AICPA and OSCPA



This report is intended solely for the information and use of the audit committee, management, and the
members of the Oklahoma Water Resources Board and is not intended to be and should not be used by
anyone other than these specified parties.

Edmon
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