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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and City Council
City of Duncan, Oklahoma

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Duncan, Oklahoma (the City), as of and far the year ended
December 31, 2018, and the related notes to the financial statements, which collectively comprise the City's
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the Duncan Industrial Authority and Duncan Area Economic Development
Foundation, Inc. discretely presented component units of the City, which represent 99.9%, 99.9% and
100%, respectively, of the assets, net position, and revenues. Those statements were audited by other
auditors whose reports have been furnished to us, and our opinion, insofar as it relates to the amounts
included for the Duncan Industrial Authority and Duncan Area Economic Development Foundation, Inc. are
based solely on the reports of the other auditors.

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 assurance about whether the financial statements are free from material
misstatement. The financial statements of the Duncan Area Economic Development Foundation, Inc. were
audited by other auditors and were not audited in accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
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 risk 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
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Duncan, Oklahoma, as of December 31, 2018, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

7712 South Yale Avenue, Suite 215 918-361-2133
Tulsa, OK, 74136 anne.elfrink@CPA.com
Members of the AICPA and OSCPA Government Accounting and Auditing




Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, the pension and other post-employment benefit schedules, and budgetary
comparison information 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 operational, 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City's basic financial statements. The combining and individual nonmajor fund financial
statements, the schedule of debt service requirements, and other schedules as presented in the
Supplementary Information section of the table of contents, are presented for purposes of additional
analysis and are not a required part of the basic financial statements. Such information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, based on our audit procedures performed and the report of the other auditors, the
combining and individual nonmajor fund financial statements and other schedules are fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 31,
2020, on our consideration of the City'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 internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on 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 City's internal control over financial
reporting and compliance.

W atrol W/ JALC
Elfrink and Associates, PLLC

Tulsa, Oklahoma
January 31, 2020
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CITY OF DUNCAN, OKLAHOMA
ANNUAL FINANCIAL REPORT
As of and for the Year Ended December 31, 2018

Management’s Discussion and Analysis

Our discussion and analysis of the City of Duncan’s financial performance provides an overview of the
City’s financial activities for the fiscal year ended December 31, 2018. Please read it in conjunction with
the City’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

e For the fiscal year ended December 31, 2018, the City’s total net position increased by
$3,478,853 or (5.78%) from the prior year.

e In the City’s governmental activities, program expenses exceeded program revenues by
$15,004,583, while the governmental activities total net position increased by $6,493,454 for the
fiscal year.

o In the City’s business-type activities, such as utilities, program revenues exceeded program
expenses by $1,450,320. The business-type activities total net position decreased by $3,014,601
for the fiscal year.

o At December 31, 2018, the General Fund reported an unassigned fund balance of $1,026,078,
eliminating the prior year unassigned fund balance deficit.

e At December 31, 2018, the Worker’s Compensation Internal Service Fund reported a deficit net
position of $753,834.

e For budgetary reporting purposes, the General Fund reported revenues above estimates of
$1,250,143 or 11.75%, while expenditures were under the final appropriations by $602,273 or
4.07%.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial statements presented herein include all of the activities of the City of Duncan (the “City”)
and its component units using the integrated approach as prescribed by the Governmental Accounting
Standards Board (GASB) Statements No. 14, 34, 39, and 61. Included in this report are governmental-
wide statements for each of three categories of activities — governmental, business-type, and discretely
presented component units. The government-wide financial statements present the complete financial
picture of the City from the economic resources measurement focus using the accrual basis of accounting.
They present governmental activities and business type activities separately and combined. These
statements include all assets of the City (including infrastructure capital assets) and deferred outflows of
resources, as well as all liabilities (including all long-term debt) and deferred inflows of resources.

About the Ci

The City of Duncan is an incorporated municipality with a population of approximately 23,000 located in
southwestern Oklahoma. The City operates under a council-manager form of government with a charter
that provides for three branches of government.

e Legislative — the governing body includes an elected five-member City Council and Mayor
¢ Executive — the City Manager is the Chief Executive Officer and is appointed by the City Council
e Judicial — the Municipal Judge is a practicing attorney appointed by the City Council

3
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The City’s Financial Reporting Entity

This annual report includes all activities for which the City Council of the City of Duncan is fiscally
responsible. These activities are operated within several separate legal entities that are reported together
to make up the City’s financial reporting entity.

The City’s financial reporting entity includes the City of Duncan, three blended component units, and
three discretely presented component units.

Primary Government:

The City of Duncan — incorporated municipality that operates the public safety, health and welfare,
streets and highways, parks and recreation, and administrative activities

Blended Component Units:

Duncan Public Utilities Authority (DPUA) — public trust that operates the electric, water,
wastewater, solid waste/sanitation, airport and lake services of the City.

Duncan Economic Development Trust Authority — public trust that accounts for sales tax restricted
for the promotion of economic development.

Duncan Enhancement Trust Authority (DETA) — public trust that finances and promotes
beautification and aesthetic enhancement of the appearance of the City.

Discretely Presented Component Units:

Duncan Industrial Authority (DIA) - created to finance, promote, develop and maintain industry
within the City of Duncan and the surrounding area. The DIA issues separate financial statements,
which are available by contacting that entity at Box 1468, Duncan, OK 73534.

Duncan Hospital Authority (DHA) - created to provide financing for physical plant facilities,
improvements, equipment, and medical services for the purpose of providing or improving health care
within the City of Duncan. The Authority does not issue separate financial statements.

Duncan Area Economic Development Foundation (DAEDF) - created as a non-profit corporation
December 19, 1954 to promote industry development and job creation within the City and
surrounding area. A majority of the Foundation revenues are derived from sales tax proceeds, which
are passed through the Duncan Economic Development Trust Authority (DEDTA). The DAEDF
issues separate financial statements, which are available by contacting that entity at Box 1051,
Duncan, OK 73534.
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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 presentation includes financial statements that communicate the City’s financial condition
and changes therein at two distinct levels:

o The City as a Whole (a government-wide presentation)
s The City’s Funds (a presentation of the City’s major and aggregate non-major funds)

The City’s various government-wide and fund financial statements are presented throughout this annual
report and are accompanied by:

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

o Footnotes - that elaborate on the City’s accounting principles used in the preparation of the
financial statements and further explain financial statement elements.

e Supplemental Schedules — that provide additional information about specified elements of the
financial statements, such as budgetary comparison information, combining non-major fund
schedules, and information related to the City’s participation in pension systems and other post-
employment benefit plans.

Reporting the City as a Whole

The Statement of Net Position and the Statement of Activities

One of the most frequently asked questions about the City’s finances is, “Has the City’s overall financial
condition improved, declined or remained steady over the past year?” The Statement of Net Position and
the Statement of Activities report information about the City as a whole and about its activities in a way
that helps answer this question. These statements include all assets and liabilities using the accrual basis
of accounting. All of the current year’s revenues and expenses are taken into account regardless of when
cash is received or paid.

These two government-wide statements report the City’s net position and changes in them from the prior
year. You can think of the City’s net position — the difference between assets, deferred outflows,
liabilities, and deferred inflows — as one way to measure the City’s financial condition, or position. Over
time, increases or decreases in the City’s net position are one indicator of whether its financial health is
improving, deteriorating, or remaining steady. However, you must consider other nonfinancial factors,
such as changes in the City’s tax base, the condition of the City’s roads, and the quality of services to
assess the overall health and performance of the City.

As mentioned above, in the Statement of Net Position and the Statement of Activities, we divide the City
into three kinds of activities:

e Governmental activities -- Most of the City’s basic services are reported here, including the police,
fire, general administration, streets, and parks. Sales taxes, franchise fees, fines, and state and federal
grants finance most of these activities.

5
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¢ Business-type activities -- The City charges a fee to customers to help cover all or most of the cost of
certain services it provides. The City’s water, wastewater, electric, airport, lake and sanitation
activities are reported here.

¢ Discretely-presented component units -- Accounts for various activities related to industrial and
economic development and hospital development.

Reporting the City’s Most Significant Funds
Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds — not the City
as a whole. Some funds are required to be established by State law and by bond covenants. However, the
City Council establishes many other funds to help it control and manage money for particular purposes or
to show that it is meeting legal responsibilities for using certain taxes, grants and other money.

Governmental funds - Most of the City’s basic services are reported in governmental funds, which focus
on how money flows into and out of those funds and the balances left at year-end that are available for
spending. These funds are reported using an accounting method called modified accrual accounting,
which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the City’s general government
operations and the basic service it provides. Governmental fund information helps determine whether
there are more or fewer financial resources that can be spent in the near future to finance the City’s
programs. The differences of results in the Governmental Fund financial statements to those in the
Government-Wide financial statements are explained in a reconciliation following each Governmental
fund financial statement.

Proprietary funds - When the City charges customers for the services it provides — whether to outside
customers or to other units of the City — these services are generally reported in proprietary funds.
Proprietary funds are reported in the same way in that all activities are reported in the Statement of Net
Position, the Statement of Revenues, Expenses and Changes in Fund Net Position and Statement of Cash
Flows. In fact, the City’s enterprise funds are essentially the same as the business-type activities that the
city reports in the government-wide statements but provide more detail and additional information, such
as cash flows.

Fiduciary funds - When the City is responsible for assets that — because of a trust arrangement or other
fiduciary requirement — can be used only for trust beneficiaries or others parties, these activities are
reported as fiduciary funds, such as the Employee Retirement Trust Fund. The City is responsible for
ensuring that the assets reported in these funds are used for their intended purpose. All of the City’s
fiduciary activities are reported in a separate statement of fiduciary net position and a statement of
changes in fiduciary net position. These activities are excluded from the City’s government-wide financial
statements because the City cannot use these assets to finance operations.
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A FINANCIAL ANALYSIS OF THE CITY AS A WHOLE
Net Position

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the City, assets and deferred outflows exceeded liabilities and deferred inflows by
$63,646,715 at the close of the most recent fiscal year.

NET POSITION (In Thousands)
Governmental % Inc. Busiztess-Type % Inc. % Inc.
Activities (Dec.) Activities (Dec.) Total {Dec.)
Restated, Restated,
Current assets s 25225 s 19.600 9% H 20,402 $ 23035 1% $ 45,627 $ 42635 ™%
Capital assets, net 41,742 41,074 1% 54,013 55,746 -3% 95,755 98,820 -3%
Deferred outllows 8.914 2.940 203% 3.123 6.156 9% 12,037 9.096 2%
Total assets and deferred outflows 75.881 63.614 16% 77.538 84.937 2% 153.419 150,551 2%
Current ligbitities 2,470 2,209 12% 7,694 7574 2% 10,164 9,783 %
Non-current liabilities 26,161 21,600 2% 42,931 52694 -19% 69,092 74,294 7%
Deferred inflows 4.506 3.555 -19% 6.010 751 T00% 10.316 6.306 67%
Total liabilities 2nd deferred inflows 33.137 29.364 13% 56,635 61.019 % 89.772 90,383 -1%
Net position
Net investment in capital asscts 40,569 41.825 3% 18.557 17.331 % 59.126 59,156 %
Restricted 21080 19374 9% 6,162 7.266 -15% 27,242 26,640 %
Unrestricted (deficit) (18.903) 24.949) A% (3.816) (679) 462% 22.721) (25.628) ~11%
Tetal net position H 42,744 $ 36,250 18% 3 20,903 $ 23918 3% $ 63.647 $ 60.168 %
_ =

The largest portion of the City’s net position reflects its net investment in capital assets (e.g., land,
buildings, machinery, and equipment); less any related debt used to acquire those assets that are still
outstanding. For 2018, the net investment in capital assets amounted to $59,126,083. The City uses these
capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the City’s investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

A major portion of the City’s net position, $27,241,682 also represents resources that are subject to
external restrictions on how they may be used.

Explanations of significant changes displayed in Table 1 are as follows:
Governmental Activities:

Current assets — Increase of $5.63 million (29%) due to an increase in cash and cash equivalents
and a decrease in internal balances.

Deferred outflows — Increase of $5.97 million (203%) due to the change in deferred outflow
related to the pension liability for the fire, police and single employer defined benefit plans.

Non-current liabilities — Increase of $4.56 million (21%) due to an increase in the net pension
liability and the issuance of new capital leases.
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Business-type Activities:

Deferred outflows — Decrease of $3.0 million (49%) due to the change in deferred outflow related
to the pension liability for the single employer defined benefit plan and the deferred outflow
related to the total OPEB liability.

Deferred inflows — Increase of $5.3 million (700%) due to an increase in deferred amounts related
to the pension liability for the single employer defined benefit plan.

Changes in Net Position

For the year ended December 31, 2018, net position of the primary government changed as follows:

TABLE 2
CHANGES IN NET POSITION (In Thousands)

Governmental % Inc. Business-Type % Inc. % Inc.
Activities (Dec.) Activities {Dec.) Total {Dec.)
Restated Restated
2018 2017 2018 2017 2018 2017

Revenues
Charges for service $ 1,217 § 1278 5% $ 31,780 S  309% 3%  $32997 $ 32,274 2%
Operating grants and ibuti 1,420 1,625 -13% 231 2n -15% 1,651 1,896 -13%
Capital grants and contributions 49 121 -60% 18 549 -97% 67 670 -90%
Taxes 16,397 15,361 % - - - 16,397 15,361 %
Intergovemmental revenue 724 460 57% - - - 724 460 57%
Investment income 27 206 113% 375) 43) 187% (402) 637 -163%
Miscellaneous 93 39 138% 221 93 138% 314 132 138%

Total revenues 19,873 19,090 4% 31,875 32,340 -1% 51,748 51,430 1%
Expenses
General government 1,978 1,495 32% - - - 1,978 1,495 2%
Public safety 9,301 4,545 105% - - - 9,301 4,545 105%
Highways and streets 3,509 2,686 31% - - - 3,509 2,686 1%
Culture and recreation 1,259 330 282% - - - 1,259 330 282%
Health 297 (128) 332% - - - 297 (128) <332%
Community development 509 121 321% - - - 509 121 321%
Economic development 822 938 -12% - - - 822 938 -12%
Interest on long-term debt 15 18 1 7% - - - 15 18 ~17%
Water - - - 6.830 5934 15% 6,830 5934 15%
Wastewater - - - 2,304 2,058 12% 2,304 2,058 12%
Sanitation - - - 4279 4019 6% 4,279 4,019 %
Electric - - - 16,037 14,438 1% 16,037 14,438 1%
Airport - - - 2 310 -13% 271 310 -13%
Lake - - - 858 168 411% 858 168 411%

Total expenses 17,690 10,005 1% 30.579 26.927 14% 48.269 36,932 -31%

Excess (deficiency) before

transfers 2,183 9,085 6% 1.296 5413 -76% 3479 14,498 -76%
Transfers 4311 3.244 33% (4.311) (3.244) 33% - -
Change in net position 6,494 12,329 4% (3.015) 2,169 -239% 3,479 14,498 -7%6%
Beginning net positi d 36,250 23921 52% 23918 21.749 10% 60,168 45,670 32%
Ending net position S 42744 $ 36250 18% §$ 20903 s 23918 -13% S 63647 $ 60,168 6%
_— I—————7
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Explanations of significant changes in Table 2 are as follows:

In governmental and business-type activities most expense functions show an increase in expense due to
recording the current year OPEB expense under GASB Statement 75. In fiscal year 2017 the OPEB
expense was a negative (a decrease to expense) of $10,336,758 allocated among all functions. This
decrease to expense was caused by the recognition of a change in plan provisions related to retiree
insurance under GASB 75. Beginning July 1, 2017 and each July 1 thereafter, retirees will pay the cost of
any premium increases annually to their health plan coverage. In addition, they will pay an additional
10% of the current premium cost until the retiree is paying 100% of the premium cost.

Governmental Activities

To aid in the understanding of the Statement of Activities some additional explanation is given. Of
particular interest is the format that is significantly different than a typical Statement of Revenues,
Expenses, and Changes in Fund Balance. Expenses are listed in the first column with revenues from that
particular program reported to the right. The result is a Net (Expense)/Revenue. The reason for this kind
of format is to highlight the relative financial burden of each of the functions on the City’s taxpayers. It
also identifies how much each function draws from the general revenues or if it is self-financing through
fees and grants or contributions. All other governmental revenues are reported as general. It is important
to note all taxes are classified as general revenue even if restricted for a specific purpose.

TABLE 3
Net Revenue (Expense) of Governmental Activities
(In Thousands)
Net Revenue
Total Expense % Inc. (Expense) % Inc.
of Services (Dec.) of Services (Dec.)
2018 2017 2018 2017

General government $ 1,978 $ 1495 32% ($1,942) § (1,412) 38%
Public safety 9,301 4,545 105% (7,220) (2,057) 251%
Highways and streets 3,509 2,686 31% (3,279) (2,481) 32%
Culture and recreation 1,259 330 281% (1,181) (259) 356%
Health 297 (128) 332% (201) 215 -193%
Community development 509 121 321% 377 (33) 893%
Economic development 822 938 -12% (790) 932) -15%
Interest on long-term debt 15 18 17% (15) (18) -17%
Total $ 17,690 $ 10,005 77% ($15,005) $§ (6,982) 115%

For the year ended December 31, 2018 total expenses for governmental activities amounted to $17.7
million which was an increase from the prior year of 77%. See Table 2 above for explanations of
changes.
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Business-type Activities

TABLE 4
Net Revenue (Expense) of Business-Type Activities
(In Thousands)
Net Revenue
Total Expense % Inc. (Expense) % Inc.
of Services Dec. of Services Dec.
2018 2017 2018 2017
Water $ 6,830 $ 5934 15% 8 356 $ 1,170 -70%
Wastewater 2,304 2,058 12% 87 291 -70%
Sanitation 4,279 4,019 6% (672) (422) 59%
Electric 16,037 14,438 11% 2,606 3,810 -32%
Airport 271 310 -13% (VA0 167 -226%
Lake 858 168 411% (710) (25) 2740%

Total $§ 30,579 $ 26,927 14% § 1450 $§ 4,991 -71%

The City’s business-type activities include utility services for water, electric, wastewater, and sanitation.
In reviewing the business-type activities net (expense)/revenue, the following highlights should be noted:

e Total business-type activities reported a decrease in net position of $3,014,345 for the year ended
December 31, 2018.
e Water, wastewater, and electric utilities operating revenues exceeded operational expenses.

A FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As the City completed its 2018 fiscal year, the governmental funds reported a combined total fund
balance of $23.0 million, or a 26.0% increase of $4,707,001, mainly due to an increase in tax revenues
and a decrease in expenditures.

The enterprise funds reported combined total net position of $20.9 million, or a 13.53% decrease from
2017, mainly related to an increase in expense.

General Fund Budgetary Highlights

For budgetary reporting purposes, the General Fund reported revenues above estimates of $1,250,143 or
11.75%, while expenditures were under the final appropriations by $602,273 or 4.07%.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of December 31, 2018, the City had $95.8 million invested in capital assets, net of
depreciation, including police and fire equipment, buildings, park facilities, electrical infrastructure, water
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lines and sewer lines, along with other capital (See table below). This represents a net decrease of $3.1
million or 3.1% compared to last year.

TABLE S
Capital Asscts
(In Thousands)
(Net of accumulated depreciation)

Governmental Business-Type
Activities Activities Total
2018 2017 2018 2017 2018 2017
Land $ 1,232 $ 1,219 $ 374 $ 376 1,606 S 1,595
Buildings 10,409 10,614 10,304 10,332 20,713 20,946
Machinery, furniture and equipment 3,857 3,456 2,224 1,405 6,081 4,861
Infrastructure 24,600 26,838 32,574 35,048 57,174 61,886
Water rights - - 7,455 7,688 7,455 7,688
Construction in progress 1,644 947 1,083 898 2,727 1,845
Totals $ 41,742 $ 43,014 $ 54014 $ 55,747 3 95,756 $ 98,821

This year’s more significant capital asset additions included:

Wastewater improvements $517,881
Lake improvement $193,331
Airport Projects $352915

See Note III. D. to the financial statements for more detail information on the City’s capital assets and
changes therein.

Long- Term Debt

At year-end, the City had $40.8 in long-term debt outstanding which represents a $2.7 million or 6.2%
decrease from the prior year. The City’s changes in long-term debt by type of debt are as follows:

TABLE 6
Long-Term Debt
(In Thousands)
Total
Governmental Business-Type Percentage
Activities Activities Total Change

2018 2017 2018 2017 2018 2017 2017-2018
Notes payable 3 86 § 200 $ 34991 $ 38706 $ 35,077 $ 38906 -9.8%
Debt premium - - 627 - 627 - 100.0%
Capital leases 1,088 1,048 738 - 1,826 1,048 74.2%
Meter deposits - - 1,099 1,088 1,099 1,088 1.0%
Accrued compensated absences 1,360 1,263 282 238 1,642 1,501 9.4%
Claims liability 515 943 - - 515 943 -45.4%
Totals $ 3,049 S 3454 S 37,737 § 40,032 S 40,786 S 43,486 -6.2%
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See Note III. E. to the financial statements for more detail information on the City’s long-term debt and
changes therein.

Economic Factors and Next Year’s Budget

Duncan’s economy continued to show improvement in 2018 and so far through 2019. Local businesses
contributed to the improving conditions and rising entrepreneurs with new ideas brought evolution and
growth to the business climate. Business opportunities in Duncan cycle depend on the overall outlook of
National and State policies regarding energy production, particularly oil and gas. Our economy has
continued to rebound from previous years when a drastic downturn in the energy sector deepened. Our
recovery has been slow and steady and has continued to be challenged by lower oil and natural gas prices
and reduced activity in the oil and gas manufacturing sector. The City of Duncan has met these
challenges and continues to improve fiscally.

The sales tax collection for 2018 was $14 million. For 2019 the City budgeted $14 million of sales tax
revenue and is on target to meet projections.

One of the principal sources of revenue that support the City of Duncan’s governmental functions is sales
tax collection. We are a consumer driven economy with retail purchases and tourism playing vital roles in
the funding of our community. The chart below shows total sales taxes for Duncan and Stephens County,
as well as, the unemployment rate. The source for this information is from the Oklahoma Tax
Commission monthly collections reports and the revised report on Oklahoma Workforce Date from the
Oklahoma Employment Securities Commission. For our community, historical oil prices and drilling
activity can be used to gauge the wide swings in manufacturing products for the oil and gas industry and
the oilfield service industries.

Year City and Stephens County End of year End of
County Annual | Unemployment Rate Oil Prices year Rig
Sale Tax Count
2011 $13,065,145 5.8% $98.83 2007
2012 $14,046,199 4.9% $91.83 1763
2013 $14,130,286 5.4% $94.25 1757
2014 $15,295,481 4.5% $87.07 1840
2015 $14,734,521 6.0% $42.53 698
2016 $13,747,370 9.5% $34.13 658
2017 $13,095,207 6.2% $60.46 929
2018 $14,304,855 3.9% $45.15 1093

With the realignment of our workforce and a tight labor market based on current employment numbers,
Duncan’s wages should continue to follow national standards and cost of living indexes. We should see
average ranges near 2% growth. Business retention and expansion activity has provided job growth in
Duncan, particularly in Healthcare and Health Services, as well as oilfield services, supply, transportation
and manufacturing. Duncan’s manufacturing sector, although continued contraction is anticipated, has
expanded its metals manufacturing expertise into other areas such as aerospace.

The City of Duncan constructed the 2019 Budget using conservative estimates for revenues while

continuing to make great improvements to city assets and much needed repairs and maintenance. The
financial outlook of the City has been improved.
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Contacting the City’s Financial Management

This report is designed to provide our citizens, taxpayers, customers and creditors with an understanding
of the City’s finances and to demonstrate the City’s accountability for the resources it receives. If you
have questions about this report or need additional financial information, contact:

City of Duncan

PO Box 969
Duncan OK 73534
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Statement of Net Position — December 31, 2018

ASSETS
Cash and cash equivalents
Investments
Interest receivable
Accounts receivable, net of allowance
Other receivable
Internal balances
Due from other governmental agencies
Inventories
Other assets
Prepaid items
Cash and cash equivalents, restricted
Investment in joint venture
Investments, restricted
Net pension asset
Land available for development
Capital assets:
Land and construction in progress
Other capital assets, net of depreciation
Total assets

DEFERRED OUTFLOW OF RESOURCES
Deferred amounts related to pensions
Deferred amounts related to OPEB
Deferred amounts on refunding

Total deferred outflows

LIABILITIES
Accounts payable and accrued expenses
Accrued interest payable
Uneamed income
Long-term liabilities

Due within one year

Due in more than one year

Total liabilities

DEFERRED INFLOW OF RESOURCES
Deferred amounts related to pensions
Deferred amounts related to OPEB

Total deferred inflows

NET POSITION
Net investment in capital assets
Restricted for:
Debt service
Public safety
Capital projects
Economic development
Other
Unrestricted (deficit)
Total net position

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

Aggregate

Discretely

Gover 1 Busi type Presented
Activities Activities Total Component Units
$ 19,252,596 s 7.909.762 $ 27,162,358 $ 3,462,281
3,275,340 - 3,275,340 3,273,278
- - - 8,376
506,178 3,206,706 3,712,884 7,600
. - - 2,679
(826,891) 826,891 - -
2,650,943 - 2,650,943 -
- 908,987 908,987 -
- 16 16 122,249
- - - 23,901
- 2,152,333 2,152,333 -
- 86,358 86,358 -
- 5,310,882 5,310,882 -
366,733 - 366,733 -
. - - 1,156,274
2,875,981 1,457,042 4,333,023 -
38.866.273 52,556,403 91,422,676 11,045,409
66,967,153 74,415,380 141,382,533 19,102,047

8,493,701 2,095,313 10,589,014 -
419,968 125,445 545,413 -

- 902354 902.354 -
8,913,669 3,123,112 12,036,781 -
1,699,478 2,038,721 3,738,199 27,651

7,488 204,832 212,320 3,286
- - - 60,459
763,489 5.451,106 6,214,595 451,521
26.161.097 42,930,962 69,092.059 892.755
28,631,552 50,625,621 79,257.173 1435672
3,668,100 5,759,328 9,427,428 -
837,760 250,238 1,087,998 -
4,505,860 6.009.566 10,515,426 -
40,568,701 18,557,382 59,126,083 11,122,133
251,917 6,161,887 6,413,804 -
212,098 - 212,098 -
12,191,269 - 12,191,269 -
8,023,260 - 8,023,260 -
401,251 - 401,251 4,961,910
(18.905,086) (3.815.964) 22,721,050) 1,582.332
s 42,743 410 $ 20,903,305 $ 63,646,715 S 17,666,375
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Statement of Activities — Year Ended December 31, 2018

Aggregate Discretely
Presented Component

Program Revenue Net (Expense) Revenue and Changes in Net Position Units
Qperating. Capital Greants
Charges for Grantz and. and, Governmental,
Expenses Services Contributions Contributions Activitics Business-tvpe Activities Total Component Units
Primary government
Governmental activities:
General government S 1,978,227 s 36,632 $ - s - s (1,941,595) s - $ (1,941,595) $ -
Public safety 9,300,647 900,384 1,131,737 48,534 (7.219,992) - (7,219,992) -
Highways and strects 3,509,114 - 229,962 - (3.279.152) - (3.279,152) .
Culture and recreation 1,258,923 52,079 26,094 - (1.180,750) - (1,180,750) -
Health 296,938 95,541 - - (201,397) . (201,397) -
Community development 509,117 131,967 - - (377.150) - (377,150) -
Economic development 822,181 - 32,626 - (789,555) - (789,555) -
Interest on long-term debt 14,992 - - - (14,992) - (14.992) .
Total governmental activities 17.690.139 1,216,603 1,420,419 48,534 (15.004.583) - (15.004,583) -
Business-type activities:
Water 6,830,158 6,949,273 231,337 - - 350,452 350,452 -
Wastewater 2,304,189 2,390,756 - - - 86.567 86,567 .
Sanitation 4,278,650 3,606,591 - - . (672.059) (672,059) -
Electric 16,037,362 18,643,141 - - - 2,605,779 2,605,779 -
Airport 270,904 42,174 - 18,173 - (210,557) (210.557) .
Lake 858,205 148,343 - - - (709,862) (709,862} .
Total business-type activities 30.579.468 31,780,278 231,337 18,173 - 1.450.320 1.450.320 .
Total primary government S 48,269,607 $ 32,996,881 S 1,651,756 $ 66,707 $ (|5.0041583! 1,450,320 (13.554,263)
Component Unit
Industria! Development $ 547,730 s 8.899 $ - $ - (538.831)
Economic Development 748,924 1,809,430 37,308 - 1,097,814
Health and Welfare - 128 - - 128
Total component units 3 1,296,654 3 1.818.457 3 37308 § - 550,111
General revenues:
Taxes:
Sales and use taxes 15,416,660 - 15,416,660 -
Franchise taxes and public service taxes 583,277 - 583,277 .
HoteVmotel taxes 396,862 - 396,862 -
Intergovernmental 724,462 - 724,462 -
U - rnd i g5 (27.284) (375,359) (402,643) .
Miscellancous 93,286 221.212 314,498 -
Transfers 4,310,774 (4.310.774) - -
Total general revenues and transfers 21,498,037 (4,464.921) 17,033,116 -
Change in net position 6,493,454 (3.014,601) 3,478,853 §59,111
Net position - beginning, restated 36,249,956 23,917,906 60,167,862 17,107,264
Net position - ending $ 42,743.410 $ 20,903,305 S 63,646.715 $ 17,666,375

The accompanying notes are an integral part of these financial statements.
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Balance Sheet — Governmental Funds — December 31, 2018

Special Revenue Capital Project

Duncan Ecenomic Other Total
Development Trust Capital Gover 1 Gover 1
Gencral Fund Authority (DEDTA) Improvement Fund Funds Funds
ASSETS
Cash and cash cquivalents $ 1.419.038 $ 5,853,381 s 10,864,408 s 720118 $ 18,856.945
Investments - 2.302.000 973.340 - 3.275.340
R ble from other g 1,589,521 268,040 536,082 78.146 2,471,789
Duc from other funds - - 109,526 - 109.526
Taxes receivable, net 134.8349 - - - 134.849
Court fines receivable. net 324,707 - - - 324707
Gther receivables 10.000 - 41.746 179.379 231125
Total assets ] 3478.113 3 8423421 s 12,525,102 [ 977.643 [ 25.404.281
_ et
LIABILITIES, DEFERRED INFLOWS AND FUND BALANCES
Liabilities:
Accounts payable s 194949 s 315.402 s 333833 H 181.776 H 1.025.960
Accrued payroll payable 666,954 - - - 666,954
Due to other funds 360,000 109,526 - - 409,526
Buc to bondholders 600 - - - 600
Uncamed revenue - - - 46.824 46.824
Total liabilitics 1.162.503 424.928 333.833 223.600 2.149.864
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue 433.527 - - 22,651 456.178
Fund balances:
Restricted - 7,998 493 12,191,269 726.392 20,916,154
Assigned 856.007 - - - 856.007
Unassigned 026.078 - - - 026078
Total fund balances .882.083 7,998,493 12,191,269 726.392 22.798.23'
Total liabilities, deferred inflows and fund balances s 478115 S 8423421 s 12,525,102 s 977.643 S 235.404.28

The accompanying notes are an integral part of these financial statements.
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Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund Balances —Year Ended
December 31,2018

Special Revenue Capital Project

Duncan Economic Capital Other Total
Development Trust Improvement Gover 1 Gover ]
General Fund Authority (DEDTA) Fund Funds Funds

REVENUES
Taxes $ 10,261,627 $ 2,002,916 $ 4,005,833 $ 539,673 $ 16,810,049
Intergovernmental 1,365,464 - - 216,591 1,582,055
Licenses and permits 143,924 - - . 143,924
Charges for services 209,532 - - 12,014 221,546
Fees and fines 771,527 - - - 771,527
Investment earnings 11,676 (28,116) (10,844) - (27,284)
Miscellaneous 174,770 33,877 9,000 47,860 265,507
Total revenues 12,938,520 2.008,677 4,003,989 816.138 19,767,324
EXPENDITURES
Current:

General government 2,131,369 - 4,131 10.279 2,145,779

Community development 465,703 - - - 465,703

Public safety 10,486,375 - - 200,111 10,686,486

Highways and streets 758,628 - - 252,082 1,010,710

Health 319,443 - - - 319,443

Culture and recreation 1,121,144 - - 20,824 1,141,968

Economic development - 672,000 - - 672,000
Capital outlay - 1,397,449 2,360,201 287,169 4,044,819
Debt Service:

Principal - - 335,513 - 335,513

Interest and other charges - - 12,656 - 12,656
Total expenditures 15,282,662 2,069,449 2,712,501 770.465 20.835.077
Excess (deficiency) of revenues over
expenditures (2.344.142) (60,772) 1,291,488 45,673 (1,067.753)
OTHER FINANCING SOURCES (USES)
Praceeds from long-term debt - - 375,023 - 375,023
Transfers in 5,559,806 - 47,832 50,731 5,658,369
Transfers out (30,731) - {57,076) (150,831) (258,638)
Total other financing sources and uses 5,509,075 - 365,779 (100.,100) 5,774,754
Net change in fund balances 3,164,933 (60,772) 1,657,267 (54.427) 4,707,001
Fund bal (deficit) - beginning (1,282,848) 8,059,265 10,534,002 780,819 18,091,238
Fund balances - ending $ 1,882,085 $ 7.998,493 $ 12,191,269 $ 726,392 $ 22,798,239

The accompanying notes are an integral part of these financial statements.
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Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position — December 31,

2018
Total fund balance, governmental funds

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

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the fund financial statements, but
are reported in the governmental activities of the Statement of Net Position,

Certain outflows and inflows are a consumption of or acquisition of
resources applicable to a future period, and therefore are not reported in the
funds:

Pension related deferred outflows

Pension related deferred inflows

OPEB related deferred outflows

OPEB related deferred inflows

Certain assets are not available to pay for current fund liabilities and
therefore are deferred inflows in the funds:
Unavailable revenues

Certain other long-term assets are not available to pay current period

expenditures and therefore are not reported in this fund financial statement, but

are reported in the governmental activities of the Statement of Net Position.
Net pension asset

Some liabilities are not due and payable in the current period and are not
included in the fund financial statement, but are included in the governmental
activities of the Statement of Net Position:

Interest payable

Net pension liability

Total OPEB liability

Accrued compensated absences

Note payable

Capital leases payable

Internal service funds are used by management to charge costs of certain
activities that benefit multiple funds, such as self-insurance, to individual
funds. The assets and liabilities of the internal service funds are reported in
governmental activities:

Internal service fund net position (deficit)

Net Position of Governmental Activities in the Statement of Net Position

22,798,239

41,742,254

8,493,701

(3,668,100)
419,968

(837,760)

503,002

366,733

(7,488)
(19,921,636)
(3,953,544)
(1,360,586)
(85,714)
(1,087,839)

(657,820)

42,743,410

The accompanying notes are an integral part of these financial statements.
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Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of
Governmental Funds to the Statement of Activities - Year Ended December 31, 2018

Net change in fund balances - total governmental funds: $ 4,707,001

Amounts reported for Governmental Activities in the Statement of Activities are
different because:

Governmental funds report outlays for capital assets as expenditures because such
outlays use current financial resources. In contrast, the Statement of Activities reports
only a portion of the outlay as expense. The outlay is allocated over the assets'
estimated useful lives as depreciation expense for the period.

Capital asset purchases capitalized 2,532,566
Depreciation expense (3,908,208)
Contributed assets 43,608
Loss on disposal capital asset (3,415)

In the Statement of Activities, the cost of pension benefits earned net of employee
contributions is reported as an element of pension expense. The governmental fund
financial statements report pension contributions as expenditures. 2,488,407

Revenues in the Statement of Activities that do not provide current financial resources
are not reported as revenues in the governmenal funds:
Change in unavailable revenue 19,359

Debt proceeds provide current financial resources to governmental funds, but issuing
debt increases long-term liabilities in the Statement of Net Position. Repayment of
debt principal is an expenditure in the governmental funds, but the repayment reduces
long-term liabilities in the Statement of Net Position:

Change in accrued compensated absences (97,803)
Change in total OPEB liability 125,269
Payments on note payable 114,286
Capital lease proceeds (375,023)
Payments on capital leases payable 335,513

Some expenses reported in the statement of activities do not require the use of current
financial resources and these are not reported as expenditures in governmental funds:
Change in accrued interest payable (2,336)

Internal service fund activity is reported as a proprietary fund in fund financial
statements, but certain net revenues are reported in governmental activities on the

Statement of Activities:
Total change in net position of governmental activities, net of amount allocated to

business type activities -internal service funds 514,230

Change in net position of governmental activities $ 6,493,454

The accompanying notes are an integral part of these financial statements.
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Proprietary Funds Statement of Net Position —December 31,2018

Duncan Public
Utilities Authority Internal Service
Enterprise Fund Fund
ASSETS
Current assets:
Cash and cash equivalents s 7,909,762 s 395,651
Restricted:

Cash and cash equivalents 2152333 -
Due from other funds 922,905 -
Accounts receivable, net 3,165,053 -
Other neceivables 41,653 -

Inventorics 908,987 -

Prepaid ilems 16 -

Total current assets 15.100.709 395,651
Non-current assets:
Restricted:

Investments 5.310,882 -
Investment in joint venture 86,358
Capital asscts:

Land and construction in progress 1,457,042 -
Other capital assets, net of lated d 52.556.403 -
Tolal non-current assets 39.410.685 -
Total asscts 74.511.394 395.651
DEFERRED OUTFLOW OF RESOURCES
Deferred amounts related to pension 2095313 -
Deferved amounts on refunding 902,354 -
Deferred amounts related to OPEB 125,445 -
3.123.112 -
LIABILITIES
Current liabilities:
Accounts payable and accrued lizbilities 1.900,105 5964
Salaries payable 127273 .
Annuitics payvable - 5,349
Accrued interest payable 204,832 -
Due to other funds - 622,905
Payable to other governments 11343 -
Deposits subject to refund 1,098,622 .
Compensated absences 28,238 -
Capital lease obligation 148511 -
Claims and judgments - 206,107
Notes payable 4,175,735 -
Total current liabilities 7.694,659 840,325
Non<urrent liabilitics:
Compensated absences, net of cutrent portion 254,150 -
Capilal lease obligation 589,664 -
Claims and judgments, net of current portion - 309.160
Net pension liability 9,463,294 -
Total OPEB liability 1,180,929 .
Notes payable. net of current portion 31.442.925 -
Total non~cument liabilitics 42.930.962 309.160
Total liabilities .623.621 1.149.485
DEFERRED INFLOW OF RESCURCES
Deferred amounts related to pension 5759328 -
Deferred amounts related to OPEB 250,238 -
6.009,566 -
NET POSITION
Net investment in capital assels 18,557,382 -
Restricted for debt service 6,161,887 -
Unrestricted (deficit) (3.719.950) 753,834
Total net position s 20,999,319 S (253834
Some amounts reported for business-type in the S
of Net Position are different because certain internal service fund
bal: are included with busi 4P and reported as
interfund balances - (96,014)
Total net position per Govemnment-Widc financial statements 3 20.903.305

The accompanying notes are an integral part of these financial statements.
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Proprietary Funds Statement of Revenues, Expenses, and Changes in Net Position —~Year Ended December

31,2018

REVENUES
Water
Electric
Wastewater
Sanitation
Lake
Airport
Charges for services
Miscellaneous
Total operating revenues

OPERATING EXPENSES
General government
Water
Wastewater
Sanitation
Electric
Lake
Airport
Claims expense
Depreciation
Total operating expenses

Operating income

NON-OPERATING REVENUES (EXPENSES)
Interest and investment revenue
Miscellaneous revenue
Gain (loss) on capital asset disposal
Interest expense
Total non-operating revenue (expenses)

Income before transfers

Capital grants and contributions
Capital contributions from governinental activities
Transfers in
Transfers out
Change in net position

Total net position - beginning
Total net position - ending

Change in net position per above

Some amounts reported for business-type activities in the
Statement of Activities are different because the net
revenue of certain internal service fund are reported with
business-type activities

Change in Business-Type Activities in Net Pastion per
Government-Wide Financial Statements

Duncan Public
Utilities Authority
Enterprise Fund

Internal Service
Fund

$ 6,718,965
18,574,932
2,388,039
3,606,591

148,343

42,173

297,758

726,077

31,776,801

726,077

1,945,579
3,328,584
714,815
3,423,420
15,983,596
481,581
34,774

3,706,067

105,794

(152,649)

29618416

(46,855)

2,158,385

772,932

(375,359)
452,550

(6,012)

(1,118247)

876
13,040

(1,047,068)

13,916

1,111,317

786,848

18,173

984,121

57,076
(5.457,906)

(3.975)

(3.287,.219)

24,286,538

782,873

(1,536,707)

$ 20,999,319

(753,834)

$ (3,287,219)

272,618

$ (3,014.601)

The accompanying notes are an integral part of these financial statements.
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Proprietary Funds Statement of Cash Flows — Year Ended December 31, 2018

Duncan Public Internal Service

Utilities Authority Fuads
CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers s 33,241,208 s 755.407
Payments to supplicrs and cmployces (24.170.514) (107.360)
Claims and judgments paid - (274.948)
Receipts of customer meter deposits 349,961 -
Refunds of customer meter deposits (339,281) .
Interfund reccipts 1,998,050 -
Interfund payments - (368.632)
Net cash provided by (used in) operating activities 11.079.424 3,967

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Miscellaneous revenue - -

Transfers from other funds 57,076 -
Transfers to other funds (3.457.906) (3.975)
Net cash provided by (used in) noncapital financing activities (5,400,830) (3.975)

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES
Purchases of capital assets (252,511) -
Proceeds of capital grants 169958 -
Proceeds from debt 263,602 -
Note issuance cost paid - -
Principal paid on debt (3,983,247) -
Interest and fiscal agent fees paid on debt (1.124.711) -

Net cash pravided by (used in) capital and related financing activitics (4.926,909) -
CASH FLOWS FROM INVESTING ACTIVITIES
Sales of investments 1,192,947 -
Interest and dividends 189,787 876

Net cash provided by investing activities 1,382,734 376
Net increase in cash and cash equivalents 2,134,419 868
Balances - beginning of year 7927676 394,783
Balances - end of year s 10,062,095 $ 395.651

—— a1 ————=x

Reconciliation to Statement of Net Pasition:

Cash and cash cquivalents s 7909,762 $ 395,651

Restricted cash and cash equivalents - current 2.152.333 -

Total cash and cash equivalents, end of year s 10.062.095 $ 395.651
= ==

Reconciliation of operating income to net cash provided by
operating activities:

Operating income s 2158385 s 772932
Adj to ile operating income 1o net cash provided
by operating activities:
Depreciation expense 3.706,067 -
Misccllancous income 452,551 13,040
Change in assets and liabilities:
Duc from other funds 1,998,050 -
Accounts receivable 1010518 -
Duc from other governments - (368,632)
Other reccivable 1338 -
Inventory 119922 -
Deferred outflows related to peasion 2967,129 -
Deferred outflows related 1o OPEB 12,062 -
Accounts payable (213,7635) 10,941
Accrued payroll payable 9,861 -
Deposits subject to refund 10,680 -
Duc to other funds - (2.066)
Due to other goremments 721y -
Total OPEB liability (123,149) -
Dcferred inflows related to OPEB 148,537 -
Accrued compensated sbseaces 43,941 (427,597)
Deferred inflows related to pension 5.110,113 -
Annuities payable - 5349
Nel pension lisbility (6.315.595) -
Net cash provided by operating activiti s 11.079.424 S 3.967
Noocash activitics:
Assets acquired by capial lease s 742,531 s -
Asscts transferred from other funds 984.121 -
S 1,726,652 s -

The accompanying notes are an integral part of these financial statements.
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Fiduciary Funds Statement of Net Position —-December 31, 2018

City Employces
Retirement Trust Deposit and Refund
Funds - Agency Fund
ASSETS
Cash and cash equivalents $ 321,448 $ 46,048
Investments, at fair value:
Common trust funds 2,495,579 -
Mutual fund equity 1,518,834 -
Mutual fund fixed income 3,751,494 -
Accrued interest receivable 2,841 -
Total assets 3 8,090,196 3 46,048
LIABILITIES
Refunds payable and others $ - b3 46,048
Other accrued expenses - -
Total liabilities $ - $ 46,048
NET POSITION
Restricted for employees' pension benefits held in trust $ 8,090,196

The accompanying notes are an integral part of these financial statements.
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Fiduciary Funds Statement of Changes in Plan Net Position — Year Ended December 31,2018

City Employees

Retirement Trust
Funds
ADDITIONS
Contributions:
Employer $ 819,596
Plan members 257,267
Miscellaneous receipts 13,937
Total contributions 1,090,800
Investment earnings:
Net increase (decrease) in fair value of investments (643,974)
Interest and dividends 193,722
Total net investment earnings (450,252)
Total additions 640,548
DEDUCTIONS
Benefits paid to participants or beneficiaries 1,536,627
Refunds of contributions 225,591
Administrative 26,013
Total deductions 1,788,231
Change in net position held in trust for employees' pension
benefits (1,147,683)
Net position held in trust for employees' pension benefits - beginning 9,237,879
Net position held in trust for employees' pension benefits- ending 3 8,090,196

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

29



CITY OF DUNCAN, OKLAHOMA
ANNUAL FINANCIAL REPORT
As of and for the Year Ended December 31,2018

BASIC FINANCIAL STATEMENTS — DISCRETELY PRESENTED COMPONENT UNITS
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Discretely Presented Component Units Combining Statement of Net Position —December 31, 2018

Nonmajor
Component
Major Component Units Unit
Duncan Area
Economic Duncan Duncan
Development Industrial Haospital
Foundation Authority Authority TOTALS
ASSETS
Current Asscts:
Cash and cash equivalents $ 3115116 $ 321,719 s 25,446 $ 3,462,281
Investments 3,273,278 - - 3,273.278
Receivables:
Accounts receivable 7,600 - - 7,600
Interest receivable 8,376 - - 8,376
Other 44 2,635 - 2,679
Cash and cash equivalents, restricted 122,249 - - 122,249
Prepaid building lease 23,901 - - 23,901
Total current assets 6,550,564 324,354 25,446 6,900,364
Noncurrent Assets:
Capital Assets:
Depreciable, net of accumulated depreciation 11,045,409 - - 11,045,409
Land available for development 1,079,550 76,724 - 1,156,274
Total noncurrent assets 12,124,959 76,724 - 12,201,683
Total Assets $ 18,675,523 $ 401,078 $ 25,446 $ 19,102,047
LIABILITIES
Current Liabilities:

Accounts payable and accrued liabilities $ 26,132 $ - $ - $ 26,132

Wages payable 1,519 - - 1,519

Interest payable 3,286 - - 3,286

Uneamed lease revenue 60,459 - - 60,459

Real estate mortgage loan 451,521 - - 451,521

Total Current Liabilities 542917 - - 542917
Noncurrent Liabilities:

Real estate mortgage loan 892,755 - - 892.755
Total Noncurrent Liabilities 892,755 - - 892,755
Total Liabilities 1,435.672 - - 1,435,672

NET POSITION

Net investment in capital assets 11,045,409 76,724 - 11,122,133

Restricted 4,961,910 - - 4,961,910

Unrestricted 1,232,532 324,354 25,446 1,582,332

Total Net Position $ 17,239.851 3 401,078 $ 25,446 s 17,666,375

The accompanying notes are an integral part of these financial statements.
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Discretely Presented Component Units Combining Statement of Activities - Year Ended December 31,

2018

Operating Revenues:
Contributions
Rentals
Total Operating Revenues

Operating Expenses:
Economic development

Total Operating Expenses
Operating Income (Loss)
Non-Operating Revenues:

Investment income
Miscellaneous income

Total non-operating revenues

Change in Net Position
Net Position, beginning of year

Net Position, end of year

Nonmajor
Major Component Units Component
Ducan Area
Economic Duncan Duncan
Development Industrial Hospital
Foundati Authority Authority TOTALS
$ 149,762 $ - s - 1,496,762
240.408 4.719 - 245,127
1,737,170 4,719 - 1,741,889
748,924 547,730 - 1,296,654
748,924 547,730 - 1,296,654
988,246 (543,011) - 445235
72,260 4,180 128 76,568
37,308 - - 37,308
109,568 4,180 128 113,876
1,097,814 (538,831) 128 559,111
16,142,037 939,909 25318 17,107,264
$ 17,239,851 $ 401,078 $ 25,446 17,666,375

The accompanying notes are an integral part of these financial statements.
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I. Organization

The City of Duncan, Oklahoma, (the City) operates under a Council-Manager form of government
under Title 11 of the Oklahoma Statutes. The City provides the following services to its citizens:
public safety (police and fire), streets and highways, sanitation, social services, culture and
recreation, public improvements, utilities, planning and zoning, and general administrative services.

II. Summary of significant accounting policies
A. Reporting entity

The accompanying financial statements present the City and its component units, entities for which
the City is considered to be financially accountable. Blended component units, although legally
separate entities are, in substance, part of the City’s operations. The City’s financial statements
also include three discretely presented component units, which are reported in a separate column in
the government-wide financial statements to emphasize that they are legally separate from the City.

Blended component units. The Duncan Public Utilities Authority (DPUA) was created to finance,
develop, and operate the electric, water, sewer, and solid waste activities. The current City Council
serves as the entire governing body (trustees) and city management has operational responsibility of
the DPUA. Any issuance of debt would require a two-thirds approval of the City Council. DPUA
is reported as an enterprise fund.

The Duncan Economic Development Trust Authority (DEDTA) was created to develop, finance,
and promote the development of industry within the City of Duncan and the surrounding area. The
current City Council serves as its entire governing body (trustees) and city management has
operational responsibility of the DEDTA. Any issuance of debt would require a two-thirds
approval of the City Council. DEDTA is reported as a special revenue fund.

Duncan Enhancement Trust Authority (DETA) was created to develop, finance, and promote the
beautification and aesthetic enhancement of the appearance of the City. The current City Council
serves as its entire governing body (trustees) and city management has operational responsibility of
the DETA. Any issuance of debt would require a two-thirds approval of the City Council. DETA
is reported as a special revenue fund.

Separate, stand-alone financial statements are not prepared for the blended component units.

Discretely presented component units. Duncan Industrial Authority (DIA) was created to
finance, promote, develop and maintain industry within the City of Duncan and the surrounding
area. The governing body is appointed by the City Council. Any issuance of debt requires a two-
thirds approval of the City Council. The DIA issues separate, stand-alone financial statements,
which are available by contacting that entity at Box 1468, Duncan, OK 73534. The DIA fiscal year
end is June 30, and this information included herein for DIA is as of and for the fiscal year ended
June 30, 2018.

Duncan Hospital Authority (DHA) was created to provide financing for physical plant facilities,
improvements, equipment, and medical services for the purpose of providing or improving health
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care within the City of Duncan. The governing body is appointed by the City Council. Any
issuance of debt requires a two-thirds approval of the City Council. The DHA assets consists of a
savings account remaining from when the City owned and operated the hospital. The Authority
does not issue separate, stand-alone financial statements.

Duncan Area Economic Development Foundation (the “DAEDF”) was created as a non-profit
corporation December 19, 1954 to promote industry development and job creation within the City
and surrounding area. It is a legally separate, tax-exempt component unit of the City. The DAEDF
receives the majority of its resources through a sales tax allocation from the City and these
resources are restricted to directly benefit the constituents of the City, or the City itself. Because
these restricted resources held by the DAEDF can only be used by, or for the benefit of the City or
the City’s constituents, the DAEDF is considered a component unit of the City and its financial
statements are discretely presented in the City’s financial statements. The DAEDF issues separate,
stand-alone financial statements, which are available by contacting that entity at Box 1051, Duncan,
OK 73534.

Each of these components, with the exception of the DAEDF (which is a non-profit organization),
listed above are Public Trusts established pursuant to Title 60 of the Oklahoma State law. Public
Trusts (Authorities) have no taxing power. The Authorities are generally created to finance City
services through issuance of revenue bonds or other non-general obligation debt and to enable the
City Council to delegate certain functions to the governing body (Trustees) of the Authority. In
accordance with the state law, the City Council must approve, by two-thirds vote, all debt
obligations of these public trusts prior to incurring the obligation. The Authorities generally retain
title to assets which are acquired or constructed with Authority debt or other Authority generated
resources. In addition, the City has leased certain existing assets from the Authorities on a long-
term basis. The City, as beneficiary of the Public Trusts, receives title to any residual assets when a
Public Trust is dissolved.

Jointly Governed Organizations

The City, participates (with equity interest) in the general operations portion of the South Central
Oklahoma Environmental Authority (SCOEA). The City maintains approximately 78.9% equity
interest in the Authority with the City’s of Marlow and Comanche.

The SCOEA’s Board is composed of three trustees one appointed by each governing body. SCOEA
was created for the purpose of providing sanitation services to the three cities. SCOEA has
contracted with a third party to perform these services. SCOEA operates on a fiscal year ending
each June 30. The City paid the SCOEA $3,423,929 in FY 2018 in connection with these
sanitation services.

For the year ended June 30, 2018, the “investments in joint venture” balance changed as follows:

Beginning investment in joint venture $86,615
Current year contributions (256)
Beginning investment in joint venture 86,359

The Following summary is segment information from the SCOEA most recently issued annual
audited financial report, which was for the period ended June 30, 2018:
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Total Assets $8,32,216
Total Liabilities 722,763
Total Net Position 109,453
Total Revenues 4,325,945
Total Expenses 4,326,270
Increase in Net Position (325)

In addition, at June 30, 2018, SCOEA had paid off all notes payable. Separate financial statements
are available from the Finance Department of the City Duncan.

B. Government-wide and fund financial statements

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

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

Combined and/or individual financial statements are provided for governmental funds, proprietary
funds, and fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are reported
as separate columns in the fund financial statements.

C. Measurement focus, basis of accounting, and financial statement presentation

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

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

Sales and use taxes, property taxes, franchise taxes, licenses, court fines and interest associated with
the current fiscal period are all considered to be susceptible to accrual, and so have been recognized
as revenues of the current fiscal period. All other revenue items are considered to be measurable
and available only when cash is received by the City.

The City reports the following fund types:

General Fund is the City’s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are
legally restricted or committed to expenditures for certain purposes.

Debt Service Funds are used to account for ad-valorem taxes levied by the City for use in retiring
judgments rendered against the City.

Capital Project Funds are used to account for resources restricted for the acquisition or construction
of specific capital projects.

Proprietary funds include both enterprise funds and internal service funds. Enterprise funds are
used to account for business-type activities provided to the general public. Internal service funds
are used to account for business-type activities provided and charged to other funds or entities
within the reporting entity.

Fiduciary funds are used to report net position and changes therein of assets held by the City in a
fiduciary capacity. The net position is not available for operations of the City and is not included in
the Government-wide financial statements. The City reports a Pension Trust Fund and an Agency
Fund. Agency Funds are custodial in nature (i.e. assets equal liabilities) and do not involve the
measurement of changes in net position.

The funds of the financial reporting entity are described below:

The City reports the following major governmental funds:

e The General Fund is the City’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in another fund. The most
significant operating revenue is the sales tax. For reporting purposes the General Fund also
includes the activities of the following accounts: Fire Uniform Allowance and Hunting and

Fishing.

e The Duncan Economic Development Trust Authority is a special revenue fund that accounts for
sales tax restricted for the promotion of economic development.
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The Capital Improvement fund accounts for the purchase of capital equipment and construction
of facilities funded with sales tax.

The City reports the following major proprietary fund:

The Duncan Public Utilities Authority, accounts for the City’s electric, water, sewer, sanitation,
lake and airport operations. The funds major revenue source is user charges.

The City reports the following internal service funds:

Worker’s Comp internal service fund accounts for workers’ compensation insurance services
provided to other departments or agencies of the City based on premiums charged per full-time
employee.

Self-Insurance/Internal service fund accounts for liability claim services and unemployment
claims provided to other departments or agencies of the City based on premiums charged per
full-time employee.

Included in the aggregated other governmental fund totals are the following funds:

The Street and Alley Fund accounts for the operation and maintenance of local streets and
thoroughfares through dedicated taxes.

The Cemetery Care Fund accounts for the continuing care and maintenance as well as future
capital investments of the City owned cemetery funded with fees restricted by external sources.
The Library Gifts and Grants Fund accounts for grants and donations restricted for the
operations of the library.

The CDBG Grant Funds account for federal funds received by the City and expenditures
related to the operation of these grants.

The E-911 Dispatch Fund accounts for the operations and maintenance of the City’s 911
emergency services through dedicated taxes.

The Police Grants and Seizures Fund account for grants and seized property funds for police
operations.

The First Responder Program Fund accounts for funds restricted for public safety operations.
Duncan Enhancement Trust Authority account for funds restricted for city wide beautification.
The Sinking Fund accounts for advalorm tax collected to retire judgments levied against the
City.
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The City reports two fiduciary funds:

e City Employees Retirement Trust Fund accounts for assets and changes therein of the City’s
single employer defined benefit plan for non-uniform personnel hired before March 2013, and
the defined contribution plan for certain long-term city employees.

e Deposit and Refund Agency Fund accounts for deposits held on behalf of others.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payment-in-lieu of taxes and other charges
between the City’s utility functions and various other functions of the City. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions
concerned.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. The principal operating
revenues of the Duncan Public Utilities Authority enterprise fund and of the City’s internal service
funds are charges to customers for sales and services. Operating expenses for enterprise funds and
internal service funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
non-operating revenues and expenses.

D. Assets, deferred outflows, liabilities, deferred inflows, and fund equity
1. Deposits and investments

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-
term investments with original maturities of three months or less at the date of acquisition. Trust
account investments in open-ended mutual fund shares are also considered cash equivalents.

Investments consist of long-term certificates of deposit, U.S. Treasury bonds and no