ANNUAL PECAN VALLEY WATER DISTRICT 2025 AUDIT REPORT

At the monthly meeting of your Board of Directors on April 14, the “Annual Financial
Statements and Independent Auditor’s Report” was presented by Ms. Kimberly Furrh, CPA,
of Furrh and Associates, Certified Public Accountants.

| am thrilled to be able to report that, for the second year in a row, we earned an “A” for
2025.

There were no qualified or adverse opinions nor were there any significant deficiencies or
material weaknesses identified in the main audit.

The cover letter of the Audit Report is attached. The operative paragraph is the second one
under the “Opinion” heading which states in part “In our opinion, the financial
statements referred to above present fairly, in all material respects, the financial
position of the business-type activities of the Rural Water District No. 5...” The next 16
pages are our District final reports for the calendar year 2025 with explanatory notations.
Suffice to note, we did have a Net Operating Income of $100,701 to support grant cost
sharing and new local operations: an increase of about $7,700 over the past year.

A copy of the complete report will be available on-line on May 1st for review. Obviously,
since there was minimal written discussion from the auditors concerning the main audit,
we can offer no further insight or enlightenment.

On behalf of your Board of Directors, | would extend our heartfelt thanks to Ms. Kellie
Capps, Office Administrator, for her meticulous work in developing and maintaining our
accounting system. Thanks also to Ron Gilbert, our Field Engineer, and his successor
Garry Petty for their careful and professional work and judicious handling of our repair
inventory and tools. All under the firm hand of our fine District Manager Jack Outhier
whose unique set of talents and expertise brings stability and thoughtful research and
planning to our mission accomplishment.

Also of note are my friends and companions on the Board of Directors. We have trained
one another in our own lanes of expertise while still learning the language and operation of
water districts state wide. Hand picking a board could not have caused the gathering of a
more professional and congenial group all oriented on bringing you safe drinking water in
the most efficient and cost effective manner possible.

Regards,

Bill Malone, District Treasurer



RURAL WATER DISTRICT NO. §
COMANCHE COUNTY, OKLAHOMA, INC.
DBA PECAN VALLEY RURAL WATER DISTRICT
LAWTON, OKLAHOMA

ANNUAL FINANCIAL STATEMENTS AND
INDEPENDENT AUDITOR’S REPORT

FOR THE YEAR ENDED DECEMBER 31, 2025

BY

(4L FURRH

Sy & ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS




Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
For the Year Ended December 31, 2025

Table of Contents

Introductory Section

Title Page
Table of Contents

Financial Section

Independent Auditor’s Report on Financial Statements............ccccceeveveeeiiieencie e 1-3

Basic Financial Statements

Statement Of NEt POSTHION ......c.ieiiiiiiiiiiiciiee et ettt et e e e e saeeenee
Statement of Revenues, Expenses, and Changes in Net Position.........ccccoccveeeieeecieeecieceiee e,
Statement 0f Cash FIOWS .......ooiiiiiiiiiicie ettt et ree e ae e e

Notes to the FINANCIAl StAEIMIEIITS .......eeeeeeeee e 7-20



(4 FURRH

&Gy & ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Directors

Rural Water District No. 5, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of the business-type activities of the Rural
Water District No. 5, Comanche County, Oklahoma, Inc., dba Pecan Valley Rural Water District,
Lawton, Oklahoma, as of and for the year ended December 31, 2025, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements as listed in
the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activities of the Rural Water District No. 5, Comanche County,
Oklahoma, Inc., dba Pecan Valley Rural Water District as of December 31, 2025, and the respective
changes in its financial position and cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

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 Govermment Auditing
Standards, 1ssued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of Rural Water District No. 5, Comanche
County, Oklahoma, Inc., dba Pecan Valley Rural Water District, in accordance with the relevant
ethical requirements relating to our audit, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Rural Water District No.
5, Comanche County, Oklahoma, Inc., dba Pecan Valley Rural Water District’s ability to continue as
a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

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

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

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the District’s internal control. Accordingly, no such opinion is expressed.

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



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

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management
Discussion & Analysis be presented to supplement the basic financial statements. Such information is the
responsibility of management.

Management of the Rural Water District No. 5, Comanche County, Oklahoma, Inc., dba Pecan Valley
Rural Water District has elected to omit the management discussion & analysis to be presented as required
supplementary information. Such missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 2,
2026, on our consideration of the Rural Water District No. 5, Comanche County, Oklahoma, Inc., dba
Pecan Valley Rural Water District’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 solely 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
effectiveness of the Pecan Valley Rural Water District’s 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 Rural Water District No. 5, Comanche County, Oklahoma, Inc., dba
Pecan Valley Rural Water District’s internal control over financial reporting and compliance.

FURRH & ASSOCIATES, PC
Lawton, Oklahoma
April 2, 2026



Rural Water District No. 5, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma

Statement of Net Position
For the Year Ended December 31, 2025

ASSETS
Current Assets:
Cash and Cash Equivalents $ 27,475
Certificates of Deposits 54,594
Accounts Receivable 69,879
Accrued Interest Receivable 502
Prepaid Assets 8,271
Inventory 31,732
Total Current Assets $ 192,453

Noncurrent Assets:

Capital assets, net of accumulated depreciation 1,879,122
Total Noncurrent Assets 1,879,122
Total Assets $ 2,071,575

LIABILITIES AND NET POSITION

Liabilities:
Current Liabilities:
Accounts Payable $ 520
Payroll Liabilities 6
Customer Deposits 2,500
Unearned Revenue 11,239
Total Current Liabilities $ 14,265
Total Liabilities 14,265

Net Position:

Invested in Capital Assets, Net of Related Debt 1,879,122
Unrestricted 178,188
Total Net Position 2,057,310
Total Liabilities and Net Position $ 2,071,575

Please see accompanying notes to the financial statements.
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Rural Water District No. 5, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Statement of Revenues, Expenses, and Changes in Net Position
For the Year Ended December 31, 2025

Operating Revenues

Water Income $ 701,861
Sewer Income 148,516
Miscellaneous Income 7,041
Membership Income 3,700
Total Operating Revenues $ 861,118
Operating Expenses
Cost of Sales
Water Purchases 379,856
Water Industry Expense 36,000
Maintenance and Repairs 3,654
Total Cost of Sales 419,510
Salaries and Related Payroll Taxes 191,817
Depreciation 54,423
Contract Labor 45,738
Equipment & Tools 25,423
Professional Fees 24,922
Insurance 16,376
Utilities 15,528
Automobile Expense 9,733
Office Expense 4,476
Water Project Expenses 930
Bank Service Charges 520
Total Operating Expenses 809,396
Net Operating Income/(Loss) 51,722

Nonoperating Revenue (Expense)

Interest Income 2,067
Total Nonoperating Revenue (Expense) 2,067
Net Income/(Loss) 53,789
Net Position, January 1, 2025 1,953,072
Prior Period Adjustment 50,449
Net Position, December 31, 2025 $ 2,057,310

Please see accompanying notes to financial statements.
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Rural Water District No. 5, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma

Statement of Cash Flows
For the Year Ended December 31, 2025

CASH FLOW FROM OPERATING ACTIVITIES
Cash Received from Customers
Cash Received from Miscellaneous Sources
Cash Paid for Water
Cash Paid for Salaries and Related Costs
Cash Paid to Suppliers
Net Cash Provided by Operating Activities

CASH FLOW FROM CAPTITAL AND RELATED
FINANCING ACTIVITIES
Purchase of Capital Assets
Net Cash Used by Capital and Related
Financing Activities

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents - beginning at January 1, 2025

Prior Period Adjustment

Cash and Cash Equivalents - ending at December 31, 2025

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Net Operating Income/(Loss)
Adjustments to Reconcile Net Operating Income to
Cash Provided by Operating Activities:
Depreciation Expense
Change in Current Assets and Current Liabilities
Accrued Interest Receivable
Accounts Receivable
Inventory
Accounts Payable
Payroll Liabilities
Customer Deposits
Unearned Revenue

Net Cash Provided by Operating Activities

$

864,074
6,808

(379,856)

(196,557)

(193,768)

(270,027)

(233)
(1,642)
(10,988)
520
(4,740)
400

11,239
(5,444)

Please see accompanying notes to financial statements.
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$ 100,701

(270,027)
(169,326)

146,352
50,449

$ 27,475

$ 51,722

54,423

$ 100,701



Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Rural Water District No. 5, Comanche County, Oklahoma, Inc., doing business as Pecan Valley
Rural Water District (the “District”), was organized in September 2021 as a rural water district
under the provisions of 82 O.S. §§ 1324.1 et. Seq., the Rural Water, Sewer, Gas and Solid Waste
Management Districts Act.

The District develops and provides an adequate rural water supply and sewage disposal services
to the Pecan Valley North, Pecan Valley South, and Shelter Lakes neighborhoods of Lawton,
Oklahoma. The District purchases supplemental water from the City of Lawton, Oklahoma.

The District’s basic financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America (U.S. GAAP), as applied to
enterprise funds. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.
The District operates as a special-purpose government engaged only in business-type activities.
Accordingly, its activities are reported in a proprietary (enterprise) fund.

A. Financial Reporting Entity

The District complies with GASB Statement No. 14, as amended by GASB Statement No. 61, The
Financial Reporting Entity. This statement establishes standards for defining and reporting on the
financial reporting entity. It defines component units as legally separate organizations for which
the elected officials of the primary government are financially accountable and other organizations
for which the nature and significance of their relationship with a primary government are such that
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete.

The District considered all potential component units in determining what organizations should
be included in the financial statements. Based on the criteria in GASB Statements No. 14 and No.
61, there are no component units that should be included in the District’s financial statements.

B. Basis of Presentation and Accounting

The District reports its activities as an enterprise fund. Enterprise funds are proprietary funds used
to account for operations that are financed and operated in a manner similar to private business
enterprises, where the intent is that the costs of providing water distribution and sewer services to
customers on a continuing basis be financed or recovered primarily through user charges (water
and sewer revenue) and similar funding.

The proprietary fund utilizes the accrual basis of accounting. Under the accrual basis of accounting,
revenues are recognized when earned and expenses are recorded when a liability is incurred or
when an economic asset is used.



Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenue of the District’s
enterprise fund is water service revenue. Operating expenses include the cost of sales, salaries and
related payroll taxes, administrative expenses, and other costs of providing services. All revenues
and expenses not meeting the definition of operating are reported as nonoperating revenues and
expenses.

C. Measurement Focus

Measurement focus describes which transactions and balances are reported in the financial
statements. Basis of accounting refers to when transactions are recognized, regardless of the
measurement focus applied.

The proprietary fund utilizes an economic resources measurement focus. The accounting
objectives of this measurement focus are the determination of operating income, changes in net
position, financial position, and cash flows. All assets and liabilities (whether current or
noncurrent) associated with the fund’s activities are reported. Proprietary fund equity is classified
as net position.

D. Cash and Cash Equivalents

The District considers all highly liquid investments with original maturities of three months or less
at the date of purchase to be cash equivalents. Cash and cash equivalents include demand deposits,
and short-term investments that meet this definition. The amounts reported as cash and cash
equivalents in the statement of cash flows reconcile to the same caption on the statement of net
position.

E. Certificates of Deposits

Certificates of deposit represent time deposits with financial institutions. Nonnegotiable
certificates of deposit with original maturities greater than three months at the time of purchase are
not considered cash equivalents and are reported separately from cash and cash equivalents on the
statement of net position. These nonnegotiable certificates of deposit are nonparticipating
interest-earning contracts and are carried on a cost basis, as their redemption terms do not consider
market interest rates and their fair value is not significantly affected by changes in market rates.

F. Accounts Receivable

Accounts receivable are recorded at the gross amount due from customers and are shown net of an
allowance for uncollectible amounts, where applicable.



Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

G. Inventory

The inventory of replacement parts and consumable supplies is recorded at cost. Inventory items
are charged to expenses when they are withdrawn from inventory or consumed.

H. Prepaid Assets

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid assets.

I. Capital Assets and Depreciation

Capital assets purchased or acquired with buried-in installation into either the water or sewer
system are assigned a 30-year effective life expectancy, except where specific product descriptions
or warranties indicate a shorter or longer life expectancy. Additions, improvements, and other
capital outlays that significantly extend the useful life of an asset are capitalized; other repair and
maintenance costs are expensed as incurred. Capital assets also include construction in progress,
such as work in progress for water meters; these amounts represent costs incurred for assets that
are not yet placed in service and are not depreciated until the related assets are completed and
available for use. Upon retirement or other disposition of capital assets, the cost and related
accumulated depreciation are removed from the respective balances, and any resulting gains or
losses are recognized.

Depreciation is recorded on a straight-line basis over the estimated useful lives of the assets, which
generally range from seven (7) to 39 years, or, in the case of leased assets or leasehold
improvements, over the shorter of the useful life of the asset or the lease term.

The District reviews the carrying values of property and equipment for impairment whenever
events or circumstances indicate that the carrying value of an asset may not be recoverable from
the estimated future cash flows expected to result from its use and eventual disposition. When
considered impaired, an impairment loss is recognized to the extent that the carrying value exceeds
the fair value of the asset. There were no indicators of asset impairment during the fiscal year.

J. Compensated Absences

Effective in 2025, the District adopted a paid time off (PTO) policy under which PTO does not
accumulate or carry forward beyond the end of the calendar year in which it is earned. Unused
PTO is not accrued; instead, one-half of any unused PTO remaining at year-end is reimbursed to
employees in cash in that same year, with the remainder forfeited. Because unused PTO does not
accumulate into future reporting periods and expires at year-end, no liability for compensated
absences related to PTO is recorded at year-end in accordance with GASB Statement No. 101 and

GASB Cod. § C60.



Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

K. Long-Term Debt

In the financial statements, long-term debt and other long-term obligations are reported as
liabilities in the statement of net position. As of December 31, 2025, the District did not have any
long-term debt.

L. Deferred Outflows/Inflows of Resources

Deferred outflows of resources represent a consumption of net position that applies to a future
period and will be recognized as an outflow of resources (expense/expenditure) in that future
period. Deferred inflows of resources represent an acquisition of net position that applies to a
future period and will be recognized as an inflow of resources (revenue) in that future period, as
defined in GASB Statement No. 63 and GASB Codification Sections 2200 and 2300. As of
December 31, 2025, the District had no items to report as deferred outflows of resources or
deferred inflows of resources.

M. Concentration of Credit Risk

All of the District’s customers are located within Comanche County, Oklahoma. As a result, the
District’s ability to collect its receivables and generate revenues is dependent on the economic
conditions within this geographic area.

N. Fund Equity
Equity is classified as net position and displayed in three components:

1. Net investment in capital assets - Consists of capital assets, including restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets.

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

3. Unrestricted net position - The net amount of assets, deferred outflows of resources,
liabilities, and deferred inflows of resources that is not included in the determination of net
investment in capital assets or restricted net position.

It is the District’s policy to first use restricted net position when an expense is incurred for purposes

for which both restricted and unrestricted net position are available, and then to use unrestricted
net position.

10



Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

O. Related Party Transactions

The District’s administrative staff consists of two employees: the Office Manager, Jack Outhier,
and the Office Administrator, Kellie Capps, who are married to each other. Both positions are
compensated in the ordinary course of the District’s operations in accordance with the
compensation policies and pay rates approved by the Board of Directors. The District has identified
no other material related party transactions that require disclosure under GASB Codification
Section 2250.102—.108.

P. Use of Estimates

The preparation of the basic financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, deferred outflows of resources, liabilities,
deferred inflows of resources, and disclosures 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.

Q. Budget

The District adopts an annual non-appropriated budget for planning, control, and evaluation
purposes. Budgetary control and evaluation are affected by comparisons of actual revenues and
expenses with planned revenues and expenses for the period. Encumbrance accounting is not used
to account for commitments related to unperformed contracts for construction and services.
Because the budget is not legally adopted, no budgetary comparison schedule is presented.

R. Federal Income Tax

Rural Water District No. 5, Comanche County, Oklahoma, Inc., doing business as Pecan Valley
Rural Water District, is organized as an Oklahoma nonprofit corporation and has been recognized
by the Internal Revenue Service (IRS) as exempt from federal income taxes under Section 501(a)
of the Internal Revenue Code as an organization described in Section 501(c)(12). The District is
annually required to file a Return of Organization Exempt From Income Tax (Form 990) with the
IRS.

In addition, the District is subject to income tax on net income that is derived from business
activities that are unrelated to its exempt purposes. The District has evaluated its activities and has
determined that it does not have unrelated business income subject to income tax and, therefore,
has not filed an Exempt Organization Business Income Tax Return (Form 990-T) with the IRS.

11



Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

The District believes that it has appropriate support for any tax positions taken affecting its annual
filing requirements and, as such, does not have any uncertain tax positions that are material to the
financial statements. The District would recognize future accrued interest and penalties related to
unrecognized tax benefits and liabilities in income tax expense if such interest and penalties are
incurred.

S. Recent Accounting Pronouncements

Governmental Accounting Policies Adopted During Current Year

In December 2023, GASB issued Statement No. 102, Certain Risk Disclosures (GASB 102).
GASB 102 requires governments to disclose certain concentrations and constraints that make the
government vulnerable to the risk of a substantial impact when specified criteria are met, including
that an associated event has occurred, has begun to occur, or is more likely than not to begin to
occur within 12 months of issuance of the financial statements. The District adopted GASB 102
on January 1, 2025, for the year ending December 31, 2025, as required for fiscal years beginning
after June 15, 2024. GASB 102 did not have a material impact on the financial statements.

Upcoming Changes in Governmental Accounting Standards

In April 2024, GASB issued Statement No. 103, Financial Reporting Model Improvements (GASB
103). GASB 103 refines MD&A requirements, introduces a single category of unusual or
infrequent items in place of extraordinary and special items, standardizes operating and
nonoperating classifications in proprietary funds (including a subtotal for operating income (loss)
and noncapital subsidies), and moves budgetary comparison information to required
supplementary information with enhanced variance disclosures. GASB 103 is effective for fiscal
years beginning after June 15, 2025, and will be implemented by the District for the year ending
December 31, 2026. The District is evaluating the impact of this Statement on its financial
reporting.

In September 2024, GASB issued Statement No. 104, Disclosure of Certain Capital Assets (GASB
104). GASB 104 requires separate disclosure, by major class, of lease assets, certain right-to-use
assets, subscription-based IT assets, and other intangible assets, and adds disclosure requirements
for capital assets held for sale, including separate presentation of cost, accumulated depreciation,
and related collateralized debt. GASB 104 is effective for fiscal years beginning after June 15,
2025, and will be implemented by the District for the year ending December 31, 2026. The District
is evaluating the impact of this Statement on its future disclosures.

12



Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

In June 2025, GASB issued Implementation Guide No. 2025-1, Implementation Guidance
Update—2025 (Implementation Guide 2025-1). This Implementation Guide provides additional
authoritative Q&A guidance on various topics, and it supersedes and amends certain prior
implementation questions. Except for one question effective upon issuance, most provisions are
effective for fiscal years beginning after June 15, 2025, and will be implemented by the District
for the year ending December 31, 2026. The District is evaluating the impact of this
Implementation Guide on its financial reporting.

In December 2025, GASB issued Statement No. 105, Subsequent Events (GASB 105). GASB 105
clarifies the definition and evaluation period for subsequent events (based on when the financial
statements are available to be issued), distinguishes recognized and nonrecognized subsequent
events, requires disclosure of the evaluation date, and prescribes specific note disclosure
requirements for significant nonrecognized events. GASB 105 is effective for fiscal years
beginning after June 15, 2026, and will be implemented by the District for the year ending
December 31, 2027. The District is evaluating the impact of this Statement on its financial
reporting.

NOTE 2 — DEPOSITS

Cash Deposits

The District’s cash deposits consist of one checking account at City National Bank, which is stated
at cost. As of December 31, 2025, the carrying amount of the District’s cash deposits was $27,475,
and the bank balance of the District’s cash deposits was $42,589. The variance in the carrying
amount and bank balance is from outstanding transactions as of December 31, 2025.

Certificates of Deposits

The District also holds nonnegotiable certificates of deposit at Arvest Bank, which are stated at
cost. For financial statement presentation, because all certificates of deposit had original maturities
greater than 90 days at the time of purchase, the balances are shown separately from cash and cash
equivalents, but are considered deposits for purposes of custodial credit risk disclosures.

The District’s Certificates of Deposit as of December 31, 2025 were as follows:

Balance as of

Account Description Maturity Date December 31, 2025
Arvest Bank Certificate #349832 11/25/2025 $ 11,041
Arvest Bank Certificate #361367 1/13/2025 10,914
Arvest Bank Certificate #367136 2/11/2025 10,915
Arvest Bank Certificate #373743 3/9/2025 10,913
Arvest Bank Certificate #388575 3/28/2025 10,811

$ 54,594

13



Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

The value of interest earned but not yet received in the form of accrued interest receivable as of
year-end was $502.

Deposit and Interest Risks:

Custodial Credit Risk — Exposure to custodial credit risk related to deposits exists when the District
holds deposits that are uninsured and uncollateralized; collateralized with securities held by the
pledging financial institution, or by its trust department or agent but not in the District’s name; or
collateralized without a written or approved collateral agreement.

The District does not have a formal deposit or investment policy as it relates to custodial credit
risk. Under applicable Oklahoma statutes, deposits in excess of FDIC insurance must be
collateralized with specified securities, including U.S. Treasury securities and direct debt
obligations of municipalities, counties, and school districts in the State of Oklahoma. As required
by 12 U.S.C. § 1823(e), all financial institutions pledging collateral to the District must have a
written collateral agreement approved by the institution’s board of directors or loan committee.

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may not
be returned to it. The District does not have a deposit policy for custodial credit risk for their

proprietary fund. The District’s bank accounts are covered by FDIC insurance (up to $250,000).

The District’s cash deposits are classified in the following categories:

A. Insured or collateralized with securities held by the entity or by its agent in the entity’s
name.
B. Collateralized with securities held by the pledging financial institution’s trust

department or agent in the entity’s name.

C. Uncollateralized.

A B C Total
Arvest Bank $ 54,594 $ 0 $ 0 $ 54,594
City National Bank 27,475 0 27,475
$ 82,069 $ 0 $ 0 $ 82,069

Investment Credit Risk — Investment credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations. The District did not hold any investment securities as of
December 31, 2025 (its certificates of deposit are classified as deposits for disclosure purposes
under GASB Cod. sec. C20). Accordingly, no disclosures related to investment credit risk or fair
value measurements are required under GASB Statement No. 40.
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Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable consist primarily of amounts due from water and sewer customers for services
provided during the December billing cycle and are recorded when services are rendered.
Receivables are reported net of an allowance for uncollectible accounts. Management has
evaluated the collectability of the December 31, 2025, accounts receivable balance and determined
that an allowance for doubtful accounts is not necessary, as all amounts are considered fully
collectible.

The changes in accounts receivable during the year ended December 31, 2025, were as follows:

Accounts
Receivable
Balance, January 1, 2025 $ 68,237
Changes during the year 1,642
Balance, December 31, 2025 $ 69,879
Allowance for Doubtful Accounts 0
Accounts Receivable, Net $ 69,879

NOTE 4 — PREPAID ASSETS

Prepaid assets in the financial statements represent insurance payments made during the year
ending December 31, 2025, to insurers for coverage periods extending beyond the fiscal year.
These prepaid amounts are recognized as insurance expense on a systematic basis over the related
coverage periods.

The changes during the year for the District’s prepaid assets were as follows:

Prepaid

Assets
Balance, January 1, 2025 $ 8,271
Changes during the year 0

Balance, December 31, 2025 $ 8271
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Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

NOTE 5 — INVENTORY

Inventory consists of materials and supply inventories used in the District’s operations. Inventory
is stated at cost, which approximates the first-in, first-out method, and no inventories are recorded
above cost. As of December 31, 2025, total inventory was $31,732. The largest inventory items by
total cost were repair couplings, meters, and valves.

The changes during the year for the District’s inventory were as follows:

Inventory
Balance, January 1, 2025 $ 20,745
Changes during the year 10,987

Balance, December 31, 2025 $ 31,732

NOTE 6 — CAPITAL ASSETS AND DEPRECIATION

Current year changes to capital assets and depreciation were as follows:

Balance Balance

January 1, 2025 Additions Disposals December 31, 2025
Capital Assets
Buildings $ 1,622,203 $ 0 $ 0 $ 1,622,203
Digital Water Meters 0 256,672 256,672
Equipment 133,150 8,175 0 141,325
Improvements 47277 0 0 47277
Work in Progress - Meters 50,449 0 (45,269) 5,180
Total $ 1,853,079 $ 264,847 $ (45,269) $ 2,072,657
Accumulated Depreciation
Buildings $ 28,307 $ 9,435 $ 0 $ 37,742
Digital Water Meters 0 0 0 0
Equipment 106,077 41,836 0 147,913
Improvements 4,728 3,152 0 7,880
Total $ 139,112 $ 54,423 $ 0 $ 193,535
Net Capital Assets $ 1,713,967 $ 1,879,122
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Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

Capital assets include a new category for digital water meters, which represents meters installed
and ready for use and depreciated over their estimated useful lives. At December 31, 2025,
construction work in progress included $5,180 related to digital water meters that were not yet
installed and, accordingly, are reported as nondepreciable capital assets and will begin to be
depreciated when placed in service. See Note 11 for information about the prior-period adjustment
related to this project.

Total depreciation expense for the current year was $54,423, which was charged against current
operations.

NOTE 7 - ACCOUNTS PAYABLE

As of December 31, 2025, the District had accounts payable totaling $520, which consisted of
amounts due on two credit card accounts for goods and services received on or before December
31, 2025, that had not been paid by year-end.

Changes in accounts payable during the year were as follows:

Accounts

Payable
Balance, January 1, 2025 $ 0
Changes during the year 520
Balance, December 31, 2025 $ 520

NOTE 8 — PAYROLL LIABILTIES

The District has payroll liabilities that consist of payments due to federal and state entities for
payroll taxes that are owed at December 31, 2025, but not yet paid until the subsequent period.
The value of these liabilities as of year-end was $6.

Changes in payroll liabilities during the year were as follows:

Payroll
Liabilities
Balance, January 1, 2025 $ 4,747
Changes during the year (4,741)
Balance, December 31, 2025 $ 6
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Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

NOTE 9 - CUSTOMER DEPOSITS

Customer deposits represent amounts collected from renter utility customers at year-end. All
renters are required to remit a $100 deposit before service begins. Deposits are refundable when
the related account is closed, provided there are no outstanding billings on the account; otherwise,
the deposit is applied against any unpaid balance. Customer deposits are recorded as liabilities and
remain outstanding until they are refunded or applied to customer accounts.

The following were the changes during the year for customer deposits:

Customer

Deposits
Balance, January 1, 2025 $ 2,100
Changes during the year 400
Balance, December 31, 2025 $ 2,500

NOTE 10 - UNEARNED REVENUE

Unearned revenue represents payments received in advance for water service. As of December 31,
2025, the District had unearned revenue of $11,239 related to prepaid water billings. These
amounts are recorded as a liability and will be recognized as operating revenue in the period the
related water service is provided.

Changes in unearned revenue during the year were as follows:

Unearned

Revenue
Balance, January 1, 2025 $ 0
Changes during the year 11,239
Balance, December 31, 2025 $ 11,239

NOTE 11 — PRIOR PERIOD ADJUSTMENT / ERROR CORRECTION

During 2025, the District identified an error in its previously issued financial statements related to
certain costs associated with its digital water meter project. Expenditures incurred during 2023 and
2024 were recorded as operating expenses when incurred; however, those costs should have been
capitalized as construction work in progress in accordance with the District’s capital asset
accounting policies.
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Rural Water District No. S, Comanche County, Oklahoma, Inc.
dba Pecan Valley Rural Water District

Lawton, Oklahoma
Notes to the Financial Statements
For the Year Ended December 31, 2025

Management determined that this matter represents an error in the application of accounting
principles and, accordingly, corrected the error as a prior-period adjustment in accordance with
GASB Statement No. 100, Accounting Changes and Error Correction.

The error affected the 2023 and 2024 reporting periods and the following financial statement line
items: capital assets (construction work in progress), operating expenses related to meter project
costs, and beginning net position of the enterprise fund. Because the accompanying financial
statements present only the year ended December 31, 2025, the cumulative effect of correcting
this error has been reported as a restatement of beginning net position as of January 1, 2025. The
correction increased beginning net position by $50,449 and increased construction work in
progress by the same amount. The effect of the error on the prior period’s change in net position
was an aggregate increase of $50,449. This amount represents digital water meter project costs
that had previously been reported as expense in 2023 and 2024 but should have been reported as
capital assets.

A reconciliation of beginning net position, as previously reported, to beginning net position, as
restated, is as follows:

Beginning net position, January 1, 2025, as previously reported $ 1,953,072
Prior-period adjustment — capitalizable digital water meter costs

expensed in 2023-2024 50,449
Beginning net position, January 1, 2025, as restated $ 2,003,521

The District recorded the correction as an increase to construction work in progress and a
corresponding increase to beginning net position.

NOTE 12 - COMMITMENTS AND CONTINGENCIES

Litigation
The financial statements do not include any provision for loss contingencies resulting from
litigation.

Legal
From time to time, the District is involved in certain legal proceedings arising in the normal course

of business. In the opinion of management, the ultimate disposition of such proceedings will not
have a material effect on the District’s financial statements.
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Notes to the Financial Statements
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NOTE 13 — RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omission; injuries to employees; and natural disasters. The District maintains
insurance coverage for general and auto liability, comprehensive general liability, property, and
worker’s compensation through the Oklahoma Rural Water Association.

There have been no significant reductions in coverage from the prior year. Claims have not
exceeded coverage in the current year or either of the two previous years.

NOTE 14 - MANAGEMENT REVIEW OF SUBSEQUENT EVENTS

Management has evaluated subsequent events through April 2, 2026, the date which the financial
statements were available to be issued. No events occurred during this period that require
adjustments to or disclosure in the financial statements.
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