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Arledge

certified public accountants

INDEPENDENT AUDITOR’S REPORT

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

Opinions

We have audited the accompanying modified cash basis financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the City of Davis, Oklahoma, (the “City”) as
of and for the year ended June 30, 2023, and the related notes to the financial statements, which collectively comprise the
City’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 respective modified cash
basis financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City, as of June 30, 2023, and the respective changes in modified cash basis financial
position, and, where applicable, cash flows thereof for the year then ended in accordance with the modified cash basis of
accounting, described in Note 1.

Basis for Opinions

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. 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 required to be independent of the City and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Emphasis of Matter—Basis of Accounting

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

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with the
modified cash basis of accounting described in Note 1, and for determining that the modified cash basis of accounting is an
acceptable basis for the preparation of the financial statements in the circumstances. Management is also responsible for the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of 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 City’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.

www.arledge.cpa



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.

e 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 City’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 City’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.

Other Matters
Supplementary 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 accompanying combining and individual fund financial statements and schedules and
the schedule of grant activity 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. The 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 modified cash basis, a comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America. In our opinion, the combining and individual nonmajor fund financial statements and schedules,
and the schedule of grant activity are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.




Other Information

Management is responsible for the other information included in the annual report. The other information comprises the
budget to actual statement of revenues, expenditures and changes in fund balances — modified cash basis, for the general
fund and limited purpose tax fund sections but does not include the basic financial statements and our auditor’s report
thereon. Our opinions on the basic financial statements do not cover the other information, and we do not express an opinion
or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and consider
whether a material inconsistency exists between the other information and the basic financial statements, or the other
information otherwise appears to be materially misstated. If, based on the work performed, we conclude that an uncorrected
material misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 7, 2023, 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 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 City’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 City’s internal
control over financial reporting and compliance.

Viad/as

Edmond, Oklahoma
December 7, 2023




ASSETS
Current Assets
Cash and Cash Equivalent

CITY OF DAVIS, Oklahoma
Government-Wide Statement of Assets, Liabilities and Net Position — Modified Cash Basis

June 30, 2023

Primary Government

Restricted Cash and Cash Equivalent

Total Current Assets

Noncurrent Assets
Capital Assets

Land and Construction in Progress
Other Capital Assets, Net of Depreciation

Total Noncurrent Assets
Total Assets

LIABILITIES AND EQUITY
Current Liabilities
Sales Tax Payable
Refundable Meter Deposits
Notes Payable - Current
Total Current Liabilities

Noncurrent Liabilities
Notes Payable
Total Noncurrent Liabilities

Total Liabilities

Net Position
Invested in Capital Assets
Restricted
Capital Improvements
Streets
Grant Funds
Cemetery
Unrestricted
Total Net Position

The notes to the financial statements are an integral part of this statement.

Governmental Business-Type

Activities Activities Total
$ 2,902,757 § 5,959,687 § 8,862,444
960,357 332,941 1,293,298
3,863,114 6,292,628 10,155,742
627,354 2,677,227 3,304,581
4,041,396 13,987,847 18,029,243
4,668,750 16,665,074 21,333,824
8,531,864 22,957,702 31,489,566
- 131,405 131,405
- 123,148 123,148
- 240,563 240,563
- 495,116 495,116
- 7,318,764 7,318,764
- 7,318,764 7,318,764
- 7,813,880 7,813,880
4,668,750 9,105,747 13,774,497
162,073 - 162,073
1,352,645 - 1,352,645
257,974 - 257,974
3,774 - 3,774
2,086,648 6,038,075 8,124,723
$ 8,531,864 $ 15,143,822 $ 23,675,686
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CITY OF DAVIS, Oklahoma

Government-Wide Statement of Revenues, Expenses and Changes in Net Position
Modified Cash Basis

Functions/Programs
Primary Government
Governmental Activities

General Government
Highways and Streets
Public Safety
Culture and Recreation
Cemetery / Parks
Interest

Total Governmental Activities

Business-Type Activities
General Government
Water
Sewer
Garbage
Park Admission
Park Retail Sales
Interest Expense

Total Business Type Activities
Total Primary Government

General Revenues
Taxes
Interest
Rent
Transfers
Total General Revenues, Special Items and Transfers
Change in Net Position
Net Position - Beginning
Net Position - Ending

For the Year Ended June 30, 2023

Program Revenues

Net (Expense) Revenue and
Changes in Net Position

Operating Capital Primary Government
Charges for Grants and Grants and Governmental Business-Type
Expenses Services Contributions Contributions Activities Activities Total

$ 789,284 $ 472,735 $ 22,657 $ 349,902 $ 56,010 $ - $ 56,010
768,552 - - - (768,552) - (768,552)
2,003,086 193,851 32,559 - (1,776,676) - (1,776,676)
106,545 - - - (106,545) - (106,545)
103,854 8,526 700 - (94,628) - (94,628)
12,425 - - - (12,425) - (12,425)
3,783,746 675,112 55,916 349,902 (2,702,816) - (2,702,816)
141,537 2) - - - (141,539) (141,539)
912,634 1,538,868 - - - 626,234 626,234
451,691 403,865 - - - (47,826) (47,826)
413,213 520,590 - - - 107,377 107,377
3,822,248 5,037,893 - - - 1,215,645 1,215,645
641,090 683,635 - - - 42,545 42,545
227,753 - - - - (227,753) (227,753)
6,610,166 8,184,849 - - - 1,574,683 1,574,683
$ 10,393,912 $ 8,859,961 $ 55,916 $ 349,902 $ (2,702,816) $ 1,574,683 $  (1,128,133)
2,008,543 - 2,008,543

7,260 66,967 74,227

- 4,380 4,380

1,752,230 (1,752,230) -

3,768,033 (1,680,883) 2,087,150

1,065,217 (106,200) 959,017

7,466,647 15,250,022 22,716,669

$ 8,531,864 $ 15,143,822 $ 23,675,686

The notes to the financial statements are an integral part of this statement.
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CITY OF DAVIS, Oklahoma
Statement of Assets, Liabilities and Fund Balances — Modified Cash Basis

Governmental Funds
June 30, 2023

Limited Purpose Street Other
General Sales Tax Maintenance Governmental
Fund Fund Fund Funds Total
Assets
Cash $ 724,530 $ 819,536 $ 1,359,220 $ 959,828 $ 3,863,114
Total Assets $ 724,530 $ 819,536 $ 1,359,220 $ 959,828 $ 3,863,114
Fund Balances
Restricted - 80,780 1,352,645 343,041 1,776,466
Committed - 703,751 - - 703,751
Assigned 179,692 35,005 6,575 616,787 838,059
Unassigned 544,838 - - - 544,838
Total Fund Balances 724,530 819,536 1,359,220 959,828 3,863,114
Total Liabilities and Fund Balances $ 724,530 $ 819,536 $ 1,359,220 $ 959,828

Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the fund. 4,668,750

Net position of governmental activities. $ 8,531,864

The notes to the financial statements are an integral part of this statement.
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CITY OF DAVIS, Oklahoma

Statement of Revenues, Expenditures and

Changes in Fund Balances — Modified Cash Basis — Governmental Funds

REVENUE

Taxes

Charges for Services
Interest

License and Permits
Fines

Grants
Miscellaneous

Total Revenue

EXPENDITURES

Current
General Government
Highways and Streets
Public Safety
Cemetery / Parks
Culture and Recreation

Capital Outlay
General Government
Cemetery / Parks
Water and Sewer
Public Safety
Highways and Streets
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources

Transfers In
Transfers Out

Total Other Financing Sources
Net Change in Fund Balances

Fund Balances - Beginning

Fund Balances - Ending

For the Year Ended June 30, 2023

Limited Purpose Street Other
General Sales Tax Maintenance Governmental
Fund Fund Fund Funds Total

$ 1,406,438 $ 572,598 - $ 29,507 $ 2,008,543
165,477 - - 1,066 166,543
1,607 3,491 2,162 - 7,260
15,316 - - - 15,316
170,615 - - - 170,615

- - - 332,612 332,612

345,144 - 1 50,699 395,844
2,104,597 576,089 2,163 413,884 3,096,733
736,953 - - - 736,953
475,241 - 84,662 - 559,903
1,779,412 - - 29,404 1,808,816
103,854 - - 219 104,073
72,771 - - 18,700 91,471
22,943 - - - 22,943
68,960 - - - 68,960

- 12,425 - 12,425

41,007 - - 37,132 78,139
53,070 569,843 - 622,913
3,354,211 12,425 654,505 85,455 4,106,596
(1,249,614) 563,664 (652,342) 328,429 (1,009,863)
1,750,492 534,729 701,888 - 2,987,109
(162,784) (1,072,095) - - (1,234,879)
1,587,708 (537,366) 701,888 - 1,752,230
338,094 26,298 49,546 328,429 742,367
386,436 793,238 1,309,674 631,399 3,120,747

$ 724,530 $ 819,536 $ 1,359,220 $ 959,828 $ 3,863,114

The notes to the financial statements are an integral part of this statement.
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CITY OF DAVIS, Oklahoma
Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances — Modified Cash Basis — Governmental Funds
to the Statement of Revenue, Expenses and Changes in Net Position — Modified Cash Basis
For the Year Ended June 30, 2023

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

Net change in fund balances - total governmental funds $ 742,367
Governmental funds report capital outlays as expenditures. However, in the

statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense.

Capital Outlay 792,955
Depreciation Expense (470,105)
Change in net position of governmental activities. $ 1,065,217

The notes to the financial statements are an integral part of this statement.
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CITY OF DAVIS, Oklahoma
Statement of Assets, Liabilities, Net Position — Modified Cash Basis — Proprietary Funds

June 30, 2023

ASSETS
Current Assets
Cash and Cash Equivalent
Restricted Cash and Cash Equivalent
Total Current Assets

Noncurrent Assets
Capital Assets
Capital Assets, Not Being Depreciated
Other Capital Assets, Net of Depreciation
Total Noncurrent Assets

Total Assets

LIABILITIES AND EQUITY
Current Liabilities
Sales Tax Payable
Refundable Meter Deposits
Notes Payable - Current
Total Current Liabilities

Noncurrent Liabilities
Notes Payable
Total Noncurrent Liabilities

Total Liabilities

Net Position
Invested in Capital Assets, Net of Related Debt
Unrestricted

Total Net Position

The notes to the financial statements are an integral part of this statement.

Enterprise Funds
Davis Turner
Municipal Falls
Authority Park Totals

$ 704,560 $ 5,255,127 $ 5,959,687
332,459 482 332,941
1,037,019 5,255,609 6,292,628
1,660,227 1,017,000 2,677,227
9,908,505 4,079,342 13,987,847
11,568,732 5,096,342 16,665,074
12,605,751 10,351,951 22,957,702
- 131,405 131,405
123,148 - 123,148
240,563 - 240,563
363,711 131,405 495,116
7,318,764 - 7,318,764
7,318,764 - 7,318,764
7,682,475 131,405 7,813,880
4,009,405 5,096,342 9,105,747
913,871 5,124,204 6,038,075
$ 4,923,276 $ 10,220,546 $ 15,143,822
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CITY OF DAVIS,

Oklahoma

Statement of Revenue, Expenses and Changes in Net Position — Modified Cash Basis — Proprietary

For the Year Ended June 30, 2023

Operating Revenues:
Water
Sewer
Garbage
Park Administration
Retail Sales
Rent
Miscellaneous
Total Operating Revenue

Operating Expenses:
General Government
Sewer
Garbage
Water
Park Department
Park Retail Department
Depreciation
Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses):

Transfers In
Transfers Out
Interest Income
Interest Expense
Total Nonoperating

Revenues (Expenses)
Net Change in Net Position

Total Net Position - Beginning
Total Net Position - Ending

Funds

Enterprise Funds
Davis Turner
Municipal Falls
Authority Park Totals
$ 1,538,868 - 1,538,868
403,865 - 403,865
520,590 - 520,590
- 5,037,893 5,037,893
- 683,635 683,635
- 4,380 4,380
2 - 2
2,463,321 5,725,908 8,189,229
141,537 - 141,537
289,165 - 289,165
413,213 - 413,213
661,934 - 661,934
- 3,421,295 3,421,295
- 641,090 641,090
413,226 400,953 814,179
1,919,075 4,463,338 6,382,413
544,246 1,262,570 1,806,816
1,072,096 33,182 1,105,278
(558,379) (2,299,129) (2,857,508)
6,319 60,648 66,967
(227,753) - (227,753)
292,283 (2,205,299) (1,913,016)
836,529 (942,729) (106,200)
4,086,747 11,163,275 15,250,022
$ 4,923,276 $ 10,220,546 $ 15,143,822

The notes to the financial statements are an integral part of this statement.
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CITY OF DAVIS, Oklahoma

Statement of Cash Flows — Modified Cash Basis — Proprietary Funds

For the Year Ended June 30, 2023

Enterprise Funds
Davis Turner
Municipal Falls
Authority Park Totals
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers $ 2,463,321 $ 5,725,908 $ 8,189,229
Payments to Employees for Services (190,459) (1,218,054) (1,408,513)
Payments to Vendors for Goods and Services (1,309,124) (2,784,691) (4,093,815)
Net Cash Provided by Operating Activities 963,738 1,723,163 2,686,901
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Interfund Transfers from Other Funds 1,072,096 33,182 1,105,278
Interfund Transfers to Other Funds (558,379) (2,299,129) (2,857,508)
Net Cash Provided (Used) by Noncapital Financing Activities 513,717 (2,265,947) (1,752,230)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assets (1,313,680) (1,156,096) (2,469,776)
Principal Paid on Capital Debt 195,778 - 195,778
Interest Paid on Capital Debt (227,753) - (227,753)
Net Cash Used by Capital Financing Activities (1,345,655) (1,156,096) (31,975)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest Income 6,319 60,648 66,967
Net Cash Provided by Investing Activities 6,319 60,648 66,967
Net Increase in Cash and Cash Equivalents 138,119 (1,638,232) (1,500,113)
Cash and Cash Equivalents, Beginning of Year 898,900 6,893,841 7,792,741
Cash and Cash Equivalents, End of Year $ 1,037,019 $ 5,255,609 $ 6,292,628
Reconciliation of Operating Income to Net Cash
Provided by Operating Activities
Operating Income $ 544,246 $ 1,262,570 $ 1,806,816
Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities
Depreciation 413,226 400,953 814,179
Decrease in Refundable Meter Deposits 6,266 - 6,266
Decrease in Sales Tax Payable - 59,640 59,640
Total Adjustments 419,492 460,593 880,085
Net Cash Provided by Operating Activities $ 963,738 $ 1,723,163 $ 2,686,901

The notes to the financial statements are an integral part of this statement
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. The Reporting Entity

The City of Davis, Oklahoma, (the City) is a charter city operating under a Council-Manager form of
government authorized by the charter and Title 11 of the Oklahoma statutes. The governing body of
the City is the City Council comprised of five elected members. The appointed City Manager is the
administrative head of the City.

The accompanying financial statements present the City of Davis and its component units, entities
for which the government is considered to be financially accountable. Blended component units,
although legally separate entities, are, in substance, part of the government’s operations. Each
discretely presented component unit is reported in a separate column in the government-wide
financial statements (see note below for description) to emphasize that it is legally separate from the
government. There were no discretely presented component units.

Blended Component Unit

The Davis Municipal Authority (Authority) is a public trust created pursuant to Title 60 of
Oklahoma State law. Public trusts, or authorities, have no taxing capability and are generally created
to finance services through issuance of revenue bonds or other non-general obligation debt. Public
trusts generally retain title to assets which are acquired or constructed with debt or other public trust
generated resources. The City, as beneficiary of the public trust, receives title to any residual assets
when a public trust is dissolved. The Authority accounts for the utility operations of the City and
Turner Falls Park. The City is able to impose its will on the Authority because, by state law, all
issuances of debt by a public trust requires a two-thirds approval of the City Council. The Authority
is reported as two enterprise funds within the primary government presentation.
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

B. Government-wide and fund financial statements

Government-Wide 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 is 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) Operating grants and contributions, and taxes and other items not properly included
among program revenues are reported instead as general revenues 3) Capital grants and
contributions.

The government-wide financial statements of the City are prepared on a modified cash basis of
accounting. Under this basis, cash receipts are recognized as revenue at the date of receipt and cash
payments are recognized as expenditures at date of payment with the following modifications:

Capital assets are recorded as assets when purchased and related depreciation is recorded.
Long-term debt is recorded when incurred.

Interfund Payables (due to and due from other funds.

Sales Tax Payable (collected for transmittal)

Refundable Customer Deposits

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges
between the government’s water and sewer function and various other functions of the government.
Elimination of these charges would distort the direct costs and program revenues reported for the
various functions concerned.
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

B. Government-wide and fund financial statements (continued)

Fund Financial Statements

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate
columns in each fund-type financial statements.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. The modified cash basis of accounting is
used. However, the governmental funds focus on a current financial resources measurement thus
capital assets and debt are not recorded.

The City reports the following major governmental funds:
General Fund - is the Government’s primary operating fund. It accounts for all
financial resources of the general government, except those required to be accounted

for in another fund.

Limited Purpose Sales Tax — is a special revenue fund which accounts for voter
dedicated sales tax revenues.

Street Maintenance Fund — is a special revenue fund which accounts for a $3 fee
collected by Turner Falls for street maintenance.

Non-major Governmental Funds are the Grant Fund, Cemetery Care, Lodging Tax Fund and Debt
Service funds.

The City reports the Davis Municipal Authority (DMA) and Turner Falls Park (TF) as major
proprietary funds. DMA accounts for the activities related to the provision of water, sewer
and sanitation services to businesses and residents. It operates the water and sewer treatment
plants, water distribution system, sewer collections systems and pump stations. TF accounts
for the activities of the park including admissions, cabin rentals, and retail sales from the
shops.

Proprietary funds are accounted for using the modified cash basis of accounting modified as
follows:

e  Capital assets are recorded as assets when purchased and related depreciation is recorded.
Long-term debt is recorded when incurred.
Interfund Payables (due to and due from other funds)
Sales Tax Payable (collected for transmittal)
Refundable Customer Deposits
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

B. Government-wide and fund financial statements (continued)

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 City’s enterprise fund are charges to customers for sales and services. Operating
expenses for enterprise funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.

C. Assets, liabilities, and net position or equity

1. Deposits and investments
For purposes of the statement of cash flows, the City considers short-term investments with original
maturities of three months or less from the date of acquisition to be cash equivalents

Oklahoma Statutes authorize the City to invest in direct obligations of the United States
Government, its agencies or instrumentalities; collateralized or insured certificates of deposits of
financial institutions located in the state of Oklahoma or fully-insured certificates of deposits of
financial institutions located outside the state; savings accounts, and county, municipal or school
district general obligation debt.

The City does not have a specific policy limiting the concentration amount that may be invested with
one issuer. The City has no formal policy on managing credit risk. Public trusts created under
Oklahoma Statutes Title 60, are not subject to the above investment limitations and are primarily
governed by any restrictions in their trust or note indenture.

2. Interfund transactions

Interfund receivables and payables arise from interfund transactions and are recorded in the period
transacted. Transfers are used to move revenues from the fund that statute or budget requires to
collect them to the fund that statute or budget requires to expend them and to move unrestricted
revenue collected to finance various programs accounted for in other funds in accordance with
budgetary authorizations.

3. Restricted assets

Certain proceeds of the Authority’s notes payable, as well as certain resources set aside for their
repayment, are classified as restricted assets on the statement of net position because their use is
limited by applicable loan covenants.

Customer utility deposits and debt service cash are reported as restricted cash.
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

C. Assets, liabilities, and net position or equity (continued)

4. Capital assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
sidewalks, and similar items), are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. Capital assets are defined by the City as
assets with an initial individual cost of more than $1,000 (amount not rounded) and an estimated
useful life in excess of one year. Such assets are recorded at historical cost or estimated historical
cost if purchased or constructed. The costs of normal maintenance and repairs that do not add to the
value of the asset or materially extend assets lives are not capitalized. Major outlays for capital assets
and improvements are capitalized as projects are constructed.

Property, plant, and equipment of the primary government, as well as the component units, is
depreciated using the straight line method over the following estimated useful lives:

Assets Years
Buildings 10-40
Infrastructure 40
System infrastructure 40
Vehicles 2-10
Machinery and equipment 2-10

5. Governmental fund balances

Fund Balance Classification: The governmental fund financial statements present fund balances
based on classifications that comprise a hierarchy that is based primarily on the extent to which the
entity is bound to honor constraints on the specific purposes for which amounts in the respective
governmental funds can be spent. The classifications used in the governmental fund financial
statements are as follows:

Nonspendable: This classification includes amounts that cannot be spent because they are either (a)
not in spendable form or (b) are legally or contractually required to be maintained intact. The City
did not have any nonspendable resources as of June 30, 2023.

Restricted: This classification includes amounts for which constraints have been placed on the use
of the resources either (a) externally imposed by creditors (such as through a debt covenant),
grantors, contributors, or laws or regulations of other governments, or (b) imposed by law through
constitutional provisions or enabling legislation. The City has restricted resources by state law and
from grants as of June 30, 2023.
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

C. Assets, liabilities, and net position or equity (continued)

5. Governmental fund balances (continued)

Committed: This classification includes amounts that can be used only for specific purposes
pursuant to constraints imposed by formal ordinance or resolution of the City Council. These
amounts cannot be used for any other purpose unless the City Council removes or changes the
specified use by taking the same type of action (ordinance or resolution) that was employed when
the funds were initially committed. This classification also includes contractual obligations to the
extent that existing resources have been specifically committed for use in satisfying those contractual
requirements.

Assigned: This classification includes amounts that are constrained by the City’s intent to be used
for a specific purpose but are neither restricted nor committed. This intent can be expressed by the
City Council or through the council delegating this responsibility to the manager through the
budgetary process. The City has assigned resources of interest in special revenue funds as of June
30, 2023.

Unassigned: This classification includes the residual fund balance for the General Fund. The
Unassigned classification also includes negative residual fund balance of any other governmental
fund that cannot be eliminated by offsetting of Assigned fund balance amounts.

The City would typically use Restricted fund balances first, followed by Committed resources, and
the Assigned resources, as appropriate opportunities arise, but reserves the right to selectively spend
Unassigned resources first to defer the use of these other classified funds.

6. Government-wide Net Position
Government-wide net position is divided into three components:

e Invested in capital assets, net of related debt — consist of the historical cost of capital
assets less accumulated depreciation and less any debt that remains outstanding that was
used to finance those assets.

e Restricted net position — consist of net positions that are restricted by creditors, by the state
enabling legislation, by grantors (both federal and state), and by other contributors.

e Unrestricted — all other net positions are reported in this category.

The City would typically use Restricted net positions first, followed by Unrestricted net positions, as

appropriate opportunities arise, but reserves the right to selectively spend Restricted resources first to
defer the use of these other classified net positions.
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II.

CITY OF DAVIS, Oklahoma
Notes to Financial Statements

June 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

C. Assets, liabilities, and net position or equity (continued)

As of June 30, 2023, fund balances are composed of the following:

Limited Street Other Total
Purpose Sales  Maintenance ~ Governmental ~Governmental
General Fund Tax Fund Fund Funds Funds
Restricted
Cemetery $ - - $ -3 3,774 $ 3,774
Grants - - - 257,974 257,974
Streets - - 1,352,645 - 1,352,645
Capital Improvements - 80,780 - 81,293 162,073
Committed
Capital Improvements - 703,751 - - 703,751
Assigned
Contingency 179,692 - - - 179,692
Streets - - 6,575 - 6,575
Grants - - - 616,787 616,787
Capital Improvements - 35,005 - - 35,005
Unassigned 544,838 - - - 544,838
$ 724,530 $ 819,536 § 1,359,220 $ 959,828 $ 3,863,114

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary information

The city manager submits an annual budget to the City Council in accordance with the City Charter
and the Oklahoma Municipal Budget Act. In June the City Council adopts annual fiscal year
appropriated budgets for all city funds.

The appropriated budget is prepared by fund, department and categories (personnel services,
materials and supplies, other services and charges, capital outlay, debt services and transfers).
Transfers of appropriations between departments within a fund require the approval of the City
Manager. Transfers of appropriations between funds and supplements to the budget require City
Council approval. The legal level of budgetary control (i.e., the level at which expenditures may not
legally exceed appropriations) is the department level.
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I1I.

CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

DETAILED NOTES ON ALL FUNDS

A. Deposits

Deposit Custodial Credit Risk: Custodial credit risk is the risk that in the event of a bank failure, the
government’s deposits may not be returned to it. The City follows state statues regarding custodial

credit risk which requires collateral for all deposits in excess of Federal Deposit Insurance. At June
30, 2023, the City had a balance of $10,155,742 which was fully collateralized.

Investment Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect
the fair value of an investment. The City does not have an investment policy that limits investments
based on maturity. The City discloses its exposure to interest rate risk by disclosing the maturity
dates of its various investments, where applicable.

Investment Credit Risk: Risks that an issuer or other counterparty to an investment will not fulfill its
obligations are referred to as investment credit risk. The City has no formal policy limiting
investments based on credit rating but discloses any such credit risk associated with their
investments by reporting the credit quality ratings of investments in debt securities as determined by

national rating agencies at year end. Credit rating for the City’s money market funds were obtained
from S&P.

As of June 30, 2023, the City had the following investments:

Type of Deposits and Investments Credit Rating  Carrying Value
Deposits:
Demand Deposits $ 8,382,456
Time Deposits - Maturities less than 1 year 1,604,337
OMAG Escrow 1,104
Money Market Funds AAA 167,845
Total Deposits 10,155,742

Reconciliation to Statement of Net Position:
Cash and Cash Equivalents $ 10,155,742

$ 10,155,742
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I1I.

CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

DETAILED NOTES ON ALL FUNDS - (continued)

B. Capital assets

Capital asset activity for the year ended June 30, 2023 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Government Activities:
Capital assets, not being depreciated
Land $ 73,200 $ - $ $ 73,200
Construction in progress 33,568 520,586 554,154
Total capital assets, not being depreciated 106,768 520,586 627,354
Capital assets, being depreciated
Land Improvements 141,401 38,900 180,301
Buildings 1,339,221 - 1,339,221
Vehicles and Equipment 2,752,545 141,566 2,894,111
Infrastructure 3,094,762 91,903 3,186,665
Total capital assets, being depreciated 7,327,929 272,369 7,600,298
Less Accumulated Depreciation 3,088,797 470,105 3,558,902
Total capital assets, being depreciated, net 4,239,132 (197,736) 4,041,396
Governmental activities capital assets, net $ 4,345,900 $ 322,850 $ $ 4,668,750
Beginning Ending
Balance Increases Decreases Balance
Business-type Activities
Capital assets, not being depreciated
Land $ 1,017,000 $ - $ $ 1,017,000
Construction in Progress 473,285 1,186,942 1,660,227
Total capital assets, not being depreciated 1,490,285 1,186,942 2,677,227
Capital assets, being depreciated
Buildings 1,583,293 902,653 2,485,946
Vehicles and Equipment 2,486,421 263,392 2,749,813
Water Plant Infrastructure 8,146,421 24,660 8,171,081
Sewer Plant Infrastructure 5,386,593 13,965 5,400,558
Turner Falls Infrastructure 1,876,880 78,164 1,955,044
Total capital assets, being depreciated 19,479,608 1,282,834 20,762,442
Less Accumulated Depreciation 5,960,416 814,179 6,774,595
Total capital assets, being depreciated, net 13,519,192 468,655 13,987,847
Business activities capital assets, net 15,009,477 1,655,597 16,665,074
Total Primary Government $ 19,355,377 $ 1,978,447 $ $ 21,333,824
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

I1I. DETAILED NOTES ON ALL FUNDS - (continued)

B. Capital assets — (continued)
Depreciation expense was charged to functions/programs of the primary government as follows:

Government activities:

General government $ 33,987
Public safety 194,270
Culture and recreation 8,013
Cemetery and parks 25,405
Highways and streets 208,430

Total depreciation expense - governmental activities $ 470,105

Business-type activities

Water $ 250,700
Turner Falls 400,953
Sewer 162,526

Total depreciation expense - business-type activities $ 814,179

C. Interfund receivables, payables, and transfers
Transfers are used to move revenues from the fund that statute or budget requires to collect them to
the fund that statute or budget requires to expend them or to move unrestricted revenue collected to

other funds to finance various programs in accordance with budgetary authorizations.

The City had no interfund receivables or payables at June 30, 2023.
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I1I.

CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

Transfer To

DETAILED NOTES ON ALL FUNDS - (continued)

Transfer From
Davis Municipal

Special Sales Tax Authority
General Turner Falls Park
Street Maintenance Turner Falls Park
Contingency Turner Falls Park
Davis Municipal
General Authority
General Turner Falls Park
Special Sales Tax Contingency
Davis Municipal
Special Sales Tax Authority
General Contingency
Turner Falls Park Turner Falls Park
General Fund General Fund
Turner Falls Park Contingency
Turner Falls Park General Fund

Reconciliation to fund financial statements:

C. Interfund receivables, payables, and transfers - (continued)

Interfund transfers for the year ended June 30, 2023, consisted of the following:

Amount

$ 436,750
12,000
701,888
195,840

121,631
1,386,817
97,979

1,072,095
34,015
2,582

191
26,699
3,900

$ 4,092,387

Transfers In Transfers Out Net
Government Funds $ 2,987,109 $ (1,234,879) $ 1,752,230
Proprietary Funds 1,105,278 (2,857,508) (1,752,230)
$ 4,092,387 $ (4,092,387) $ -
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I1I.

CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

DETAILED NOTES ON ALL FUNDS - (continued)

D. Long-term liabilities

Direct Borrowings — Long term commitments payable from net revenues generated by the utility
resources or other resources pledged to the City’s business-type activities at June 30, 2023 includes
the following:

Revenue Notes Payable — Direct Borrowing:
2011 SRF Promissory Note to OWRB, original issue amounts $9,995,000 dated December 2011 as
of the date of closing, issued by Davis Municipal Authority payable in semi-annual installments,
interest rate not to exceed 2.72% fixed interest rate plus a one-half percent (1/2%) administration fee,
for a term of approximately thirty (30) years.

2022 CWSREF Promissory Note to OWRB, original issue amount $17,250,000 dated May 2023 as
of the date of closing, payable in semi-annual installments, interest rate not to exceed 2.32% fixed
interest rate plus a one-half percent (1/2%) administration fee, for a term of approximately thirty (30)
years. Interest and administrative fee payments shall commence on September 15, 2023. Principal
repayment shall commence on the earlier of (i) the March 15 or September 15 next following the
date the Project is completed, or (ii) September 15, 2025. As of June 30, 2023, principal drawdown
on the loan is $436,750.

The collateral for the notes is a pledge of revenues generated by the water, sewer and garbage
systems along with a year-to-year pledge of certain sales tax revenue. In the event of default, the
lender has all rights and remedies as allowed by law pursuant to the provisions of the loan
agreement, including but not limited to: 1) suit for specific performance of any or all of the
covenants of the borrower contained in the loan agreement on in the note; 2) acceleration of the
payment of principal and interest on the note; 3) appointment of temporary trustees to take over,
operated and maintain the System on a profitable basis and ensure the payment of the principal and
interest and administrative fees on the note and any other borrower indebtedness; 4) suit at law or
equity to enforce or enjoin the action of inaction of parties under the provisions of the loan
agreement.

Current Portion 240,563
Non-current Portion 6,882,014
Total Revenue Notes Payable $ 7,122,577
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

I1I. DETAILED NOTES ON ALL FUNDS - (continued)

D. Long-term liabilities (continued)

Revenue Notes Payable — Direct Borrowing:- continued

Utility Revenues Pledged

The City has pledged future water, sewer and garbage customer revenues, net of specified operating
expenses, to repay a $9.995 million promissory note to OWRB issued December 2011. The note is
payable from water, sewer and garbage customer net revenues and future sales tax revenue
(discussed below) and is payable through 2043. The total principal and interest remaining to be paid
on the note is $9,731,828. Principal and interest paid for the current year and total customer net
revenues were $468,725 and $957,470, respectively.

Sales Tax Revenues Pledged

The City has pledged future sales tax revenues to repay the OWRB $9.995 million 2011 promissory
note. The notes are payable from future sales tax revenue. The total principal and interest remaining
to be paid on the note is $9,731,827, payable through 2043. For the current year, principal and
interest paid and total sales tax revenues were $468,725 and $499,456, respectively.

A summary of long-term liability activity for the year ended June 30, 2023, is as follows:

Beginning Ending Due within
Balance Additions Reductions Balance One Year
Primary Government
Business-Type Activities
Revenue Notes Payable -
Direct Borrowing 7,363,549 436,750 240,972 7,559,327 240,563

$ 7,363,549 $ 436,750 $ 240,972 $ 7,559,327 $ 240,563

As of June 30, 2023, annual debt service requirements of the business-type activities to maturity are

as follows:
Business-Type - Direct Borrowings
Year Ending
June 30 Prinicipal Interest
2024 240,563 228,162
2025 248,371 220,354
2026 256,433 212,292
2027 264,757 203,968
2028 273,351 195,375
2029-2033 1,505,746 686,785
2037-2038 1,766,510 577,115
2039-2043 2,072,434 271,191
2044-2047 494,412 14,009

$ 7,122,577 $ 2,609,251
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I1I.

CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

DETAILED NOTES ON ALL FUNDS - (continued)

D. Long-term liabilities (continued)

Revenues generated from the Authority will be used first to meet debt service; second to pay
operation and maintenance expenses of the system and third to replenish the minimum required
balance of the reserve fund requirement. The Authority at all times will maintain schedules of rates
and charges for services sufficient to provide funds which together with other revenues pledged will
provide net revenues available for debt service equal to at least 125% of the maximum annual
amount required for debt service. The revenues are pledged as collateral on the OWRB note.

The Authority was in compliance with the debt service requirements at June 30, 2023:

Operating Revenues

Water $ 1,538,868
Sewer 403,865
Garbage 520,590
Miscellaneous (2)
Total Operating Revenues 2,463,321

Operating Expenses

General Government 141,537
Sewer 289,165
Garbage 413,213
Water 661,934
Depreciation 413,226
Total Operating Expenses 1,919,075
Operating Income 544,246
Add:
Depreciation 413,226
Interest Income 6,319
Dedicated Sales Tax Transfer 572,598
Net Revenues Available for Debt Service $ 1,536,389
Debt Service Requirement $ 468,725
Coverage Ratio 328%
Required Coverage Ratio 125%
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I1I.

CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

DETAILED NOTES ON ALL FUNDS - (continued)

E. Restricted Assets
Restricted cash as of June 30, 2023 is as follows:

Funds restricted for other purposes

Meter Deposits $ 164,521
OMAG Reserve Account 1,104
OWRB Trust Account 167,845
Grants 874,761
Infrastructure 81,293
Cemetery Care 3,774

$ 1,293,298

F. Sales Tax

The City levies a $.03 local sales tax on each dollar of taxable sales withing the City. Two cents
is recorded in the General fund. One cent is voter restricted for water and sewer system capital
expenditures and is recorded in the Limited Purposes Sales Tax fund.

G. Pension plans

Municipal Retirement Plan

Plan Description: The City of Davis and its employees participate in a cost sharing, multiple
employer defined benefit pension plan administered by the Oklahoma Municipal Retirement Fund
(OMREF). All regular full-time employees, except those covered under another retirement system are
eligible after ninety days of service. Employees are vested at 10 years. OMRF provides retirement,
disability and death benefits to plan members and their beneficiaries. OMRF is authorized to
establish and amend all plan provisions.

The OMREF issues a publicly available financial report that includes financial statements and the
required supplementary information that can be obtained by requesting a copy at OMRF, 100 N.
Broadway, Oklahoma City, OK 73102

Funding Policy: The contribution requirements of The City and its employees are established and
may be amended by the OMRF board. Employees are required to contribute 4.50 % of their annual
covered salary after tax. The City is required to contribute at an actuarially determined rate; the rate
at June 30, 2023 is 7.65 % of covered payroll.

Annual Pension Cost: The City of Davis’ annual pension cost for 2023, 2022 and 2021 was
$111,203, $101,626, and $84,570, respectively.
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I1I.

CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

DETAILED NOTES ON ALL FUNDS - (continued)

G. Pension plans (continued)

City Manager Retirement Plan

The City has provided a defined contribution plan and trust known as the City of Davis Plan (the
“Plan”) in the form of The Oklahoma Municipal Retirement Fund Master Defined Contribution Plan
(OMREF) available only to the city manager. OMRF operations are supervised by a nine-member
Board of Trustees elected by the participating municipalities. The Plan is administered by OMRF
and plan assets are supervised by OMRF. The city manager is not required to contribute to the Plan.

The City Council determines the City’s contribution rate each year. City contributions for the city
manager begin vesting immediately. The authority to amend the provisions of the plan rests with the
City Council.

For the year ended June 30, 2023, employer contributions were $7,013.

Oklahoma Police Pension and Retirement System

Police department employees in Oklahoma participate in a state administered pension program
established under legislative authority, Oklahoma Police Pension and Retirement System, which is a
cost-sharing multiple-employer public employee retirement system. Under this program,
contributions are made by each of three parties - the City, the State of Oklahoma, and the
participating employees. The City has no responsibility or authority for the operation and
administration of the pension program nor has it any related liability, except for the current
contribution requirements. A participant with twenty years of service may retire with a normal
retirement allowance. The normal retirement allowance paid monthly for life and then to
beneficiaries equals 2.5% of the average compensation of the highest 30 consecutive months of the
last 60 months of contributory service multiplied by the number of years of credited service up to the
maximum of 30 years.

The contribution rates for the City and its employees are established by Statute. The City is required
to contribute 13% for the year ended June 30, 2023. Participating members are required to
contribute 8%.

Trend Information:
Year
Ending Actual Required
June 30, Contributions Contributions
2023 $ 60,498 $ 60,498
2022 $ 53,511 $ 53,511
2021 $§ 44,623 $ 44,623

Additional information can be obtained by writing Oklahoma Police Pension and Retirement Board,
1001 N.W. 63rd, Suite 305, Oklahoma City, OK, 73116.

27



I1I.

CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

DETAILED NOTES ON ALL FUNDS - (continued)

G. Pension plans - (continued)

Oklahoma State Firefighter’s Pension System (FPRS)

Pursuant to the requirements of Title 11, section 22-102, the City participates in the statewide cost-
sharing multi-employer defined benefit plan administered by the Oklahoma Firefighters Pension
Board on behalf of both paid and volunteer firefighters. The paid firefighter contributes 9% to the
plan, while the City is required by state law to contribute 14% per year per firefighter to the
statewide plan. Volunteer firefighters are not required to contribute, but the City is required to
contribute $60 per volunteer per year. The plan is funded by contributions from participants,
employers, insurance premium taxes, and state appropriations, as necessary. The City’s obligation to
fund the plan extends only to making the statutorily required contributions.

FPRS provides defined retirement benefits based on members’ final average compensation, age, and
term of service. In addition, the retirement program provides for benefits upon disability and to
survivors upon death of eligible members. The Plan’s benefits are established and amended by
Oklahoma Statute. Retirement provisions are as follows:

Normal Retirement

Hired Prior to November 1, 2013

Normal retirement is attained upon completing 20 years of service. The normal retirement benefit is
equal to 50% of the member’s final average compensation. Final average compensation is defined
as the monthly average of the highest 30 consecutive months of the last 60 months of participating
service. For volunteer firefighters, the monthly pension benefit for normal retirement is $150.60 per
month.

Hired After November 1, 2013

Normal retirement is attained upon completing 22 years of service. The normal retirement benefit is
equal to 55% of the member’s final average compensation. Final average compensation is defined
as the monthly average of the highest 30 consecutive months of the last 60 months of participating
service. Also participants must be age 50 to begin receiving benefits. For volunteer firefighters, the
monthly pension benefit for normal retirement is $165.66 per month.

All firefighters are eligible for immediate disability benefits. For paid firefighters, the disability in
the line of duty benefit for firefighters with less than 20 years of service is equal to 50% of final
average monthly compensation, based on the most recent 30 months of service. For firefighters with
over 20 years of service, a disability in-the-line-of-duty is calculated based on 2.5% of final average
monthly compensation, based on the most recent 30 months, per year of service, with a maximum of
30 years of service. For disabilities not in the line of duty, the benefit is limited to only those with
less than 20 years of service and is 50% of final average monthly compensation, based on the most
recent 60 month salary as opposed to 30 months. For volunteer firefighters, the not in the line of
duty disability is also limited to only those with less than 20 years of service and is $7.53 per year of
service, with a maximum of 30 years.
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

DETAILED NOTES ON ALL FUNDS - (continued)

G. Pension plans - (continued)

Oklahoma Firefighter’s Pension Fund — (continued)
A $5,000 lump sum death benefit is payable to the qualified spouse or designated recipient upon the
participant’s death. The $5,000 death benefit does not apply to members electing the vested benefit.

Trend Information:
Year
Ending Actual Required
June 30, Contributions Contributions
2023 § 14,255 $ 14,255
2022 § 14,191 $ 14,191
2021 $ 1,500 $ 1,500
Additional information can be obtained by writing Oklahoma Firefighters Pension and Retirement
Board, 4545 N. Lincoln Blvd., Suite 165, Oklahoma City, OK, 73105.

H. Contingencies and Risk Management

The City participates in a number of federally assisted grant programs. These programs are subject
to program compliance audits by the grantors or their representatives. The final acceptance of the
audits of these programs including the year ended June 30, 2023, has not been given. Accordingly,
the City's compliance with applicable grant requirements will be established at some future date.
The amount, if any, of expenditures which may be disallowed by the granting agencies cannot be
determined at this time. However, the City expects such amounts, if any, to be immaterial.

The City is exposed to various risks of loss (torts, theft of, damage to, or destruction of assets,
business interruptions, errors and omissions, job-related illnesses or injuries to employees, and acts
of God) and has established a risk management strategy that attempts to minimize losses and the
carrying cost of insurance. There have been no significant reductions in insurance coverage from the
prior year and settlements have not exceeded coverage in the past three years.

General Liability, Physical Property and Automobile Liability/Physical Damage - General
liability, physical property and automobile liability/physical damage are insured through the
Oklahoma Municipal Assurance Group (OMAG) risk entity pool. Deductibles range from $0 to
$5,000. Risk of loss retained is limited to the excess of insurance liability coverage limits set by
OMAG.

Workers’ Compensation - Workers’ compensation is insured through CompSource Oklahoma.

Risk of loss retained is limited to the excess of insurance liability coverage limits set by
CompSource Oklahoma.
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CITY OF DAVIS, Oklahoma
Notes to Financial Statements
June 30, 2023

DETAILED NOTES ON ALL FUNDS - (continued)

I. Subsequent Events

Subsequent to the close of the fiscal year ended June 30, 2023 the City was involved in pending
litigation involving a former employee. in March of 2023. A settlement agreement related to the
termination of the former employee was reached in September of 2023. Pursuant to the terms of the
settlement, the City is required to make a cash payment of approximately $275,000 to resolve the
matter.

In April 2023 the Davis Municipal Authority received approval from the Oklahoma Water Resources
Board (OWRB) to improve the Authority’s wastewater infrastructure. Resolution No. 650 authorized
the issuance of the Series 2023 Clean Water SRF Promissory Note to OWRB and the construction of
a new wastewater treatment plant is expected to begin in fiscal year 2024, with a estimated project
cost of $16,167,500 per Resolution No. 657, passed in July 2023.

The City applied for $600,000 from the Small Cities Community Development Block Grant (CDBG)

to assist in the improvements of the wastewater treatment plant which was approved in Resolution
No. 643. The CDBG grant was awarded in August of 2023.
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CITY OF DAVIS, Oklahoma
Supplementary Schedule
Schedule of Grant Activity — Cash Basis
For the Year Ended June 30, 2023

Southern Oklahoma Development Association
CENA
REAP

Keep Oklahoma Beautiful

Chickasaw Nation

Oklahoma Department of Agriculture
Fire Grant

Total of All Awards

ARPA Funding

31

Grant
Receipts

$ 22,457
44,604

200

50,000

$ 10053
$ 127,314
5 255298



CITY OF DAVIS, Oklahoma
Unaudited Budgetary Information
June 30, 2023

The city manager submits an annual budget to the City Council in accordance with the City
Incorporation and the Oklahoma Municipal Budget Act. In June the City Council adopts annual
fiscal year appropriated budgets for all city funds.

The appropriated budget is prepared by fund, department and categories (personnel services,
materials and supplies, other services and charges, capital outlay, debt services and transfers).
Transfers of appropriations between departments within a fund require the approval of the City
Manager. Transfers of appropriations between funds and supplements to the budget require City
Council approval. The legal level of budgetary control (i.e., the level at which expenditures may not
legally exceed appropriations) is the department level.

The budgetary comparison schedules are reported on the same modified cash basis as governmental
funds within the basic financial statements. For budgetary comparison purposes, the City considers
all encumbrances to lapse at year end; therefore, encumbrances are not considered expenditures for
budgetary comparison purposes. However, the City will re-appropriate these lapsed encumbrances
in the subsequent year budget.
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CITY OF DAVIS, Oklahoma
Supplementary Schedule
Statement of Revenues, Expenditures and Changes in Fund Balance — Modified Cash Basis
Budget to Actual
General Fund
For the Year Ended June 30, 2023

Variance
Budgeted Amounts Actual With Final
Original Final Amounts Budget
REVENUE
Taxes $ 2,011,000 $ 2,011,000 $ 1,406,438 $ (604,562)
Charges for Services 36,000 36,000 165,477 129,477
Fines 100,000 167,106 170,615 3,509
License and Permits 7,000 7,000 15,316 8,316
Interest - - 1,303 1,303
Miscellaneous 28,000 109,684 345,144 235,460
Total Revenue 2,182,000 2,330,790 2,104,293 (226,497)
EXPENDITURES
Current
General Government 912,978 951,761 759,896 191,865
Highways and Streets 429,416 480,796 528,311 (47,515)
Public Safety 1,700,212 1,732,822 1,820,329 (87,507)
Culture and Recreation 104,359 107,244 72,771 34,473
Park & Cemetery 300,497 300,497 172,814 127,683
Total Expenditures 3,447,462 3,573,120 3,354,121 218,999
Excess (Deficiency) of Revenues
Over Expenditures (1,265,462) (1,242,330) (1,249,828) (7,498)
Other Financing Sources (Uses)
Transfers In 1,807,500 1,822,653 1,554,652 (268,001)
Transfers Out (580,000) (580,000) (3,900) 576,100
Total Other Financing Sources (Uses) 1,227,500 1,242,653 1,550,752 308,099
Net Change in Fund Balances (37,962) 323 300,924 300,601
Fund Balance - Beginning 40,000 40,000 243914 203,914
Fund Balance - Ending $ 2,038 $ 40,323 $ 544,838 $ 504,515

Funds combined for financial reporting 179,692

Fund Balance, Ending per Statement of
Revenues, Expenditures, and Changes in Fund Balances $ 724,530
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REVENUE
Taxes
Interest

Total Revenue

EXPENDITURES
Current
Highways and Streets
Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Other Financing Sources (Uses)
Transfers In
Transfers Out

CITY OF DAVIS, Oklahoma
Supplementary Schedule
Statement of Revenues, Expenditures and Changes in Fund Balance — Modified Cash Basis

Budget to Actual

Limited Purpose Sales Tax Fund
For the Year Ended June 30, 2023

Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balance - Beginning
Fund Balance - Ending

Variance
Budgeted Amounts Actual With Final
Original Final Amounts Budget

$ 580,000 $ 580,000 $ 572,598 $ (7,402)

3,000 3,000 3,491 491
583,000 583,000 576,089 (6,911)

- 100,000 12,425 87,575

- 100,000 12,425 87,575

583,000 483,000 563,664 80,664

100,000 100,000 534,729 434,729
(756,370) (756,370) (1,072,095) (315,725)

(656,370) (656,370) (537,366) 119,004

(73,370) (173,370) 26,298 199,668
900,000 900,000 793,238 (106,762)

$ 826,630 $ 726,630 $ 819,536 $ 92,906

34



REVENUE
Interest
Intergovernmental
Miscellaneous
Total Revenue

EXPENDITURES
Current
Highways and Streets
Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Other Financing Sources (Uses)
Transfers In
Transfers Out
Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balance - Beginning
Fund Balance - Ending

CITY OF DAVIS, Oklahoma

Supplementary Schedule

Statement of Revenues, Expenditures and Changes in Fund Balance — Modified Cash Basis
Budget to Actual

Street Maintenance Fund

For the Year Ended June 30, 2023

Variance
Budgeted Amounts Actual With Final
Original Final Amounts Budget
$ - $ - $ 2,162 $ 2,162
(323,596) - - -
- - 1 1
(323,596) - 2,163 2,163
715,029 654,495 654,505 (10)
715,029 654,495 654,505 (10)
(1,038,625) (654,495) (652,342) 2,153
950,000 950,000 701,888 (248,112)
950,000 950,000 701,888 (248,112)
(88,625) 295,505 49,546 (245,959)
1,200,000 1,200,000 1,309,674 109,674
$ 1,111,375 $ 1,495,505 $ 1,359,220 $ (136,285)
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CITY OF DAVIS, Oklahoma
Supplementary Schedules
Combining Statement of Assets, Liabilities and Fund Balances — Modified Cash Basis
Nonmajor Governmental Funds
June 30, 2023

Total Special
Cemetery Care Grant Fund Lodging Tax Revenue Funds
Assets
Cash 3,774 874,761 81,293 $ 959,828
Total Assets $ 3,774 $ 874,761 $ 81,293 $ 959,828
Fund Balances
Restricted 3,774 257,974 81,293 343,041
Assigned - 616,787 - 616,787
Total Fund Balances 3,774 874,761 81,293 959,828
Total Liabilities
and Fund Balances $ 3,774 $ 874,761 $ 81,293 $ 959,828
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CITY OF DAVIS, Oklahoma
Supplementary Schedules
Combining Statement of Revenues, Expenditures and Changes in Fund Balance — Modified Cash Basis
Nonmajor Governmental Funds
For the Year Ended June 30, 2023

Total Special

Cemetery Care Grant Fund Lodging Tax Revenue Funds
REVENUE
Charges for Services $ 1,066 $ - $ - $ 1,066
Taxes - - 29,507 29,507
Grants - 332,612 - 332,612
Miscellaneous 700 49,999 - 50,699
Total Revenue 1,766 382,611 29,507 413,884
EXPENDITURES
Current
Cemetery / Parks 219 - - 219
Public Safety - 29,404 - 29,404
Culture and Recreation - 18,700 - 18,700
Capital Outlay
Public Safety - 37,132 - 37,132
Total Expenditures 219 85,236 - 85,455
Net Change in Fund Balances 1,547 297,375 29,507 328,429
Fund Balances - Beginning 2,227 577,386 51,786 631,399
Fund Balances - Ending $ 3,774 $ 874,761 $ 81,293 $ 959,828
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CITY OF DAVIS, Oklahoma
Supplementary Schedules
Statement of Assets, Liabilities and Fund Balances — Modified Cash Basis
General Fund
June 30, 2023

General Police Drug Contingency
Fund K9 Fund Fund Total
Assets
Cash $ 544,838 $ - $ 179,692 $ 724,530
Total Assets $ 544,838 $ - $ 179,692 $ 724,530
Fund Balances
Assigned - - 179,692 179,692
Unassigned 544,838 - - 544,838
Total Fund Balances 544,838 - 179,692 724,530
Total Liabilities and Fund Balances $ 544,838 $ - $ 179,692 $ 724,530
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CITY OF DAVIS, Oklahoma
Supplementary Schedules

Statement of Revenues, Expenditures and Changes in Fund Balances —

Modified Cash Basis -General Fund

REVENUE
Taxes
Charges for Services
Interest
License and Permits
Fines
Miscellaneous
Total Revenue

EXPENDITURES
Current
General Government
Highways and Streets
Public Safety
Cemetery / Parks
Culture and Recreation
Capital Outlay
General Government
Cemetery / Parks
Public Safety
Highways and Streets
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources
Transfers In
Transfers Out
Total Other Financing Sources

Net Change in Fund Balances

Fund Balances - Beginning

Fund Balances - Ending

June 30, 2023

General Police Drug Contingency
Fund K9 Fund Fund Total
$ 1,406,438 $ - $ - $ 1,406,438
165,477 - - 165,477
1,303 - 304 1,607
15,316 - - 15,316
170,615 - - 170,615
345,144 - - 345,144
2,104,293 - 304 2,104,597
736,953 - - 736,953
475,241 - - 475,241
1,779,322 90 - 1,779,412
103,854 - - 103,854
72,771 - - 72,771
22,943 - - 22,943
68,960 - - 68,960
41,007 - - 41,007
53,070 - - 53,070
3,354,121 90 - 3,354,211
(1,249,828) (90) 304 (1,249,614)
1,554,652 - 195,840 1,750,492
(3,900) (191) (158,693) (162,784)
1,550,752 (191) 37,147 1,587,708
300,924 (281) 37,451 338,094
243,914 281 142,241 386,436
$ 544,838 $ - $ 179,692 $ 724,530
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Arledge

certified public accountants

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

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

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States, the modified cash basis financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of City of Davis, Oklahoma (the “City”) as of and for the
year ended June 30, 2023, and the related notes to the financial statements, which collectively comprise the City’s basic
financial statements, and have issued our report thereon dated December 7, 2023.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered City’s internal control over financial
reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances for the purpose
of expressing our opinions on the modified cash basis financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the City’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
City’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not designed
to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and therefore,
material weaknesses or significant deficiencies may exist that were not identified. However, as described in the
accompanying schedule of findings, we identified certain deficiencies in internal control that we consider to be material
weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely
basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected,
on a timely basis. We consider the deficiency described in the accompanying schedule of findings as item 2023-003 to be a
material weakness.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance. We consider the deficiencies described
in the accompanying schedule of findings as items 2023-001 and 2023-002 to be significant deficiencies.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from material misstatement,
we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the financial statements. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

www.arledge.cpa



City’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the City’s responses to the findings
identified in our audit and described in the accompanying schedule of findings and responses. The City’s response was not
subjected to the other auditing procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on the responses.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results of
that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Viad/ada

Edmond, Oklahoma
December 7, 2023




CITY OF DAVIS, Oklahoma
Schedule of Audit Findings and Response

For the year ended June 30, 2023

SUMMARY SCHEDULE OF AUDIT FINDINGS AND RESPONSE

Section I — Findings Required to be Reported in Accordance with Government Auditing Standards:
A. Internal Control Findings

Finding 2023-001 — Information Technology User Restrictions

Criteria: General Information Technology (IT) software relating to the City's accounting system for processing
transactions and posting entries to the general ledger should possess unique user administrative rights to allow
individuals access to only certain sections of the software as required by personnel's job function. Accounting
software should possess user access control, change logs, and other key IT controls to allow past history to be traced
to an individual user.

Condition: The City's I'T controls over its accounting software does not possess the ability to limit individual users’
access to only the key areas applicable to a user’s job function. An audit trail of activity within the software is
unavailable and the inability to not only view who made a change but also what an individual user can access is a
vulnerability in data security and integrity.

Cause and Effect: The City’s accounting software lacks key controls over user access and audit change logs. As
a result, the City is unable to enforce access limitations to sensitive data, monitor changes within the software, and
view audit logs of which user completed processing and posting of various transactions.

Recommendation: We recommend the City implements a more robust I'T system for accounting purposes, which
allows access control, audit logs, and other key IT controls to allow past history to be traced back to specific users.

Management Response: In October 2022, we entered into a contract with Tyler Technologies for new software.
During much of FY2023 this software conversion was in progress. It took many months to select, configure and
implement this software. Tyler Technologies Financials went live 09/01/2023, Tyler Technologies Payroll went
live 10/16/2023 and Tyler Technologies Utility Billing went live 10/23/2023. This software allows for the
segregation of duties with user specific authorities as well as audit traiShcedule Is for use activity.

Finding 2023-002 — Purchasing Process
Criteria: The City’s purchasing procedures should occur through an appropriate workflow and approval process.

Condition: Various departments received invoices for goods purchased or services performed prior to receiving
appropriate approvals per the City’s purchasing policies.

Cause and Effect: City personnel were not following the appropriate purchasing policy and committed the City to
purchases prior to receiving appropriate approvals. As a result of not following the City’s existing internal control
procedures, a risk arises of overcommitting funds and the potential inefficient spending of City resources.

Recommendation: We recommend that the City prioritizes ongoing education and training for key staff involved
in the purchasing process. This training should emphasize the correct workflow for obtaining approvals to commit
City funds prior to receiving an invoice and incurring expenditures.

Management Response: Staff authorized to submit and approve requisitions will be subject to further training on
the City’s purchasing process and procedures. Together with additional training, and new software tools, this
process is expected to be improved.



CITY OF DAVIS, Oklahoma
Schedule of Audit Findings and Response

For the year ended June 30, 2023

SUMMARY SCHEDULE OF AUDIT FINDINGS RESPONSE

Section I — Findings Required to be Reported in Accordance with Government Auditing Standards:
A. Internal Control Findings (continued)

Finding 2023-003 — Capital Outlay Analysis

Criteria: Capital assets with an initial individual cost of more than $1,000 and estimated useful life of greater than
one year should be capitalized according to the City’s capitalization policy.

Condition: The City improperly classified costs exceeding $1,000 as expenditures rather than capital assets for
construction in process activity during the fiscal year ending 2023.

Cause and Effect: Although a review of capital outlay purchases did occur, the review was not thorough enough
to identify various spending in capital outlay accounts. As a result, approximately $351,000 was improperly
expensed in the fiscal year ending 2023, which should have been capitalized to construction in progress.

Recommendation: We recommend the City implements a more thorough process to identify capital outlay which
should be capitalized throughout the year in addition to performing year-end analysis for possible expenditure
inclusion to fixed assets.

Management Response: These expenses are related to the 2™ Street Waterline Relocation Project that was
reimbursed by ODOT for their drainage project on Hwy 7/Main Street. Since it was subject to reimbursement, it
was funded from the OK DOT Expenditures general ledger account and not from the Capital Outlay general ledger
account. This was overlooked when allocating capital outlay expenditures at the fiscal year end when the
preliminary financial report was prepared. This has been corrected in the final financial report.

B. Compliance Findings

No findings to report as of June 30, 2023



CITY OF DAVIS, Oklahoma
Schedule of Audit Findings and Response

For the year ended June 30, 2023

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS AND RESPONSE

Section II — Findings Required to be Reported in Accordance with Government Auditing Standards:
A. Internal Control
There are no prior findings requiring reporting under this section.

B. Compliance Findings

There are no prior findings requiring reporting under this section.





