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lNDEPENDENT AUDlTOR S REPORT

- City of Lexington ~

“_f_'We have audlted the’ accompanyrng fi nan0|al statements of the governmental actlwtles the busmess-type"

" activities, each ‘major fund, and the’ aggregate remaining fund mfomtatlon of the City of Lexmgton ‘Oklahoma; as

S of and for the' ‘year ended- June 30; 2012, which collectlvely comprise the: Clty of Lexington, Oklahoma'’s” basic. - "

L nanC|al statements as listed in  the table of contents: ‘We also have audited the fi nancial statement of the Clty 'S
__non-major governmental fund type; presented as. supplementary mformatlon in the accompanying fund fi nancial

statement as of and for the, year ended June 30,2012, as listed in the table of ccontents. These fi nancral
e statements are the respon3|bll|ty of the C|ty of Lexrngton Oklahoma's management Our responS|b|I|ty isto. .
S express op|n|ons on these f nancxal statements based on our audlt < ; , S ;

‘;.‘I__»:.We conducted our audlt in accordance wnth audltlng standards generally accepted in the Unlted States of‘ ; : l i
- America, and the standards apphcable to financial audits contained in Government Aud/t/ng Standards; issued

- bythe Comptroller General ‘of the United States. Those standards require. that we plan and. perform. the auditto
“obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit

“jf*mcludes examlmng, on a-test- basns ‘evidence - supportlng the - amounts. and disclosures ‘in the financial
:::statements An audit also includes assessmg ‘the accountlng prrnmples used and significant estlmates made by

o _States of Amerlca

"~ management, as well as. evaluatlng the overall t" nanC|al statement presentatlon We belleve our audlt prowdes a
. -'reasonable baS|s for our oplnlons S . S T c

“,‘\j,:":_ '.In our oplmon the t' nan0|al statements referred to above present falrly, |n all materlal respects the respectlve
i nancial. posxtlon of the governmental activities; the busmess -type activities, each major f fund, and.the aggregate w
~ remaining fund: mformatlon of Lexmgton Oklahoma, as - of June 30, 2012,+and the respective’ changes -in

_financial position, and ' cash flows, where applicable, - ‘thereof for the. year. then ended in _conformity Wlthf'

~accounting pnncrples generally accepted-in the United- States of America. We also have ‘audited the fi nancralF L
.. statements of - ‘the Cltys ‘non-major - governmental fund presented as. supplementary information- in- the
" -accompanying combining fund financial statement as of and for the- year ended June 30, 2012; as listed in the

© " table of contents.- In"addition, -in ‘our opinion, the financial statements referred to-above present fairly, in-all e

o i’*,materlal respects, the respectlve financial posmon of the non- maJor governmental fund of the City Lexington, - -
e Oklahoma, as of June 30, 2012, and the ‘respective changes in financial position and where applicable, cash

“ > ff'ﬂows thereof, for the ‘year then ended in; conformlty with accountlng prlnC|ples generally accepted in the Unlted o

s _isln accordance wrth Government Aud/t/ng Standards we have also lssued our report dated January 9 2013 on

- ‘our consideration of the City of Lexington, Oklahoma’s intemal ‘control-over financial reporting and on our tests o
Coooof rts compllance with-certain provisions of laws;, regulatlons contracts and grant agreements and other matters. "
v :-vThe purpose of that report is-to- descrlbe the scope of-our. testlng of: mternal control over financial reporting’ and

- 'compllance and the results of that testing, and not. o provide an opinion on the internal control over financial
reporting or.on. compllance “That'report.is an lntegral part of an audit performed in accordance W|th Government L

58 Aud/tlng Standards and should be consldered in assesslng the results of our audlt




Page 2

‘ “"‘;."-:":Accountlng pr|nC|ples generally accepted in the Umted States of Amenca requxre that the management s

. discussion and analysis and budgetary comparlson mformatlon on pages 3 through 9 and 37 through 38" be
' *presented to: supplement the:basic financial. statements. Such mformatlon although not a part of the basic S
financial statements is requured by the Governmental ‘Accounting’ Standards Board ‘who! considers it to be’ an
’ ~_'.essent|al part of ﬁnanC|al “reporting” for: placing. the. basic fi nancnal statements in an appropnate operational,

“economic,”or- historical- context. We' have applled certain. l|m|ted procedures to the. requ:red supplementary

information in accordance with auditing: standards ‘generally accepted in the. Umted States of America, Wthh_,“;’ -
 consisted of inquiriés of management about the methods' of prepanng the information; and companng the .
"~ information for consistency with managements responses to our inquiries, the basic ﬁnancral statements ‘and

Y ',them

s Certlfed Publlc Accountants e

o *'\_Januaryg 2013

o - other knowledge we obta|ned dunng our-audit.of the basic fi nancnal statements We do not express ‘an oplnlon,‘ P

or provide any -assurance on the- information because the I|m|ted procedures do not prowde us- with sufﬂment =
o _ewdence to: express an oplnlon or prowde any assurance ' a

: .“}Our audtt was conducted for the purpose of formlng oplnlons on the flnanClal statements that' collectlvely i
;‘}:;}_.comprlse the City .of Lexmgton ‘Oklahoma'’s " financial. statemients, as:a whole. The mtroductory section,
- ‘combining non- -major fund financial statement and ‘statistical section are presented for: purposes of additional

;:.:_ analysis and are not a reqwred part: of the- baS|c flnanC|al statements. The: combining non- -major fund financial - '

i _fstatement is. the. respon3|b|I|ty of - management and was' denved from and relate directly to. the underlylng SR
-+ "accounting.and. other records used to prepare the financial statements The mformatlon has been subjected to
o the audltlng procedures applied .in the" -audit ‘of the financial statements and certain-additional procedures,

o mcludmg companng -and reconciling: such mformatlon d|rectly to the underlymg accountlng and otherrecords -

- .used to prepare the financial statements or to the financial statements themselves, and other additional
. procedures in accordance with auditing standards generally accepted in'the United States of: Amerlca In our
_+  opinion, the information is faitly stated in all material respects in relation to the financial statements as a whole.

" The: mtroductory and statistical sections have not: been subjected to the audltlng procedures applled in the-audit

- of the: baS|c fi nanC|al statements and accordlngly, we do not express an op|n|on or prowde any assurance on

?-._*SAUNDERS & ASSOCIATES; PLLC




CITY OF LEXINGTON, OKLAHOMA

MANAGEMENT DISCUSSION AND ANALYSIS
June 30, 2012

UNAUDITED

QOur discussion and analysis of the City of Lexington’s financial performance provides an overview of the
City's financial activities for the fiscal year ended June 30, 2012. Please read it in conjunction with the City’s
financial statements, which begin on page 10.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities (on pages 10 and 11) provide information about the activities of the City as a whole
and present a longer-term view of the City's finances. Fund financial statements start on page 12. For
governmental activities, these statements tell how these services were financed in the short term as well as
what remains for future spending. Fund financial statements also report the City’s operations in more detail
than the government-wide statements by providing information about the City’'s most significant funds. The
remaining statements provide financial information about activities for which the City acts solely as a trustee
or agent for the benefit of those outside of the government.

Reporting the City as a Whole

Our analysis of the City as a whole begins on page 5. One of the most important questions asked about the
City's finances is, “Is the City as a whole, better off or worse off as a result of the year’s activities?” The
Statement of Net Assets 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, which is similar to the accounting used by most private-
sector companies. All of the current year's revenues and expenses are taken into account regardless of
when cash is received or paid.

These two statements report the City’s net assets and changes in them. You can think of the City’s net
assets ~ the difference between assets and liabilities — as one way to measure the City’s financial health, or
financial position. Over time, increases or decreases in the City’s net assets are one indicator of whether its
financial health is improving or deteriorating. You will need to consider other non-financial factors, however,

such as changes in the City’s property tax base and the condition of the City’s roads, to assess the overall
health of the City.

In the Statement of Net Assets and the Statement of Activities, we divide the City into two kinds of activities:

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

o Business-Type Activities — The City charges a fee to customers to help it cover all or most of the cost of

certain services it provides. The City’s water, sewer, sanitation, and electric systems are reported
here. :




CITY OF LEXINGTON, OKLAHOMA
MANAGEMENT DISCUSSION AND ANALYSIS
June 30, 2012

UNAUDITED

Reporting the City’'s Most Significant Funds

Our analysis of the City's major funds begins on page 5. The fund financial statements begin on page 12
and 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 (like the sales tax restricted for street
improvement). The City's two kinds of funds — governmental and proprietary — use different accounting
approaches.

e 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 services it provides. Governmental fund information helps you determine
whether there are more or fewer financial resources that can be spent in the near future to finance the
City's programs. We describe the relationship (or differences) between governmental activities
(reported in the Statement of Net Assets and the Statement of Activities) and governmental funds in a
reconciliation at the bottom of the fund financial statements.

e Proprietary Funds — When the City charges customers for the services it provides, these services are
generally reported in proprietary funds. Generally, proprietary funds are reported in the same way that
all activities are reported in the Statement of Net Assets and the Statement of Activities. However, as
the City does not record compensated absences within the funds, this difference between business
type activities (reported in the Statement of Net Assets and the Statement of Activities) and proprietary
funds is described in a reconciliation at the bottom of the fund financial statements. Additional detail,
such as cash flows is provided for the enterprise funds.

THE CITY AS TRUSTEE

Reporting the City's Fiduciary Responsibilities

The City is the trustee, or fiduciary, for the municipal court bond fund and the meter deposit fund. All of the
City's fiduciary activities are reported in a separate Statement of Fiduciary Net Assets on page 19. We
exclude these activities from the City’s other financial statements because the City cannot use these assets

to finance its operations. The City is responsible for ensunng that the assets reported in these funds are
used for their intended purposes.




THE CITY AS AWHOLE

CITY OF LEXINGTON, OKLAHOMA

MANAGEMENT DISCUSSION AND ANALYSIS
June 30, 2012

UNAUDITED

Net Assets

The City’'s combined net assets decreased 3.5% from $2,201,470
comparison, last years’ net assets increased 17.4%.

TABLE 1 — NET ASSETS

to $2,123,700. (See Table 1) In

Governmental Business-Type Total Primary
Activities Activities Government Total
06/30/12 06/30/11 06/30/12 06/30/11 06/30/12 06/30/11 _% Change
Capital Assets $ 425,861 $ 415780 $ 1,102,436 $ 1,218,074 $ 1,528,297 $ 1,633,854 -6.5%
Current and Other Assets 310,421 219,922 1,093,930 1,213,145 1,404,351 1,433,067 4.9%
Total Assets $_736282 $_635702 $2,196366 $2.431219 $2932,648 $3.066921 _ -1.3%
Long-Term Liabilities $ 70887 $ 136,747 $ 623227 $ 728,704 $ 694,114 $ 865,451 -19.8%
Other Liabilities 41,750 40,186 73,084 82,677 114,834 122,863 -6.5%
Total Liabilities $_112.637 $__ 176,933 $_ 696311 $__811.381 $_ 808,948 $_ 988,314 =181%
Net Assets:
Invested in Capital Assets
net of related debt $ 425861 $ 415780 $ 492,386 $ 577,061 $ 918,247 $ 992,841 -7.5%
Restricted 243,993 0 50,751 50,751 294,744 50,751 480.8%
Unrestricted (_46,209) 83,175 956,918 1,074,703 910,709 1,157,878 -21.3%
Total Net Assets $.623.6456 $_498955 $.1.500.0556 $1.702,515 $2,123.700 $2.201.470 _ -3.5%

Net assets of the City's governmental activities increased 25.0% ($623,645 compared to $498,955).
Unrestricted net assets, the part of net assets that can be used to finance day-to-day operations without
constraints established by debt covenants, enabling legislation, or other legal requirements, decreased

155.6% from $83,175 to $(46,209).

The net assets of our business-type activities decreased by 11.9% ($1,500,055 compared to $1,702,515).




CITY OF LEXINGTON, OKLAHOMA

MANAGEMENT DISCUSSION AND ANALYSIS
June 30, 2012

UNAUDITED

Changes in Net Assets

The City’s total revenues decreased by 9.3% ($287,677). The total cost of all new programs and services
increased 6.4% ($173,961). Table 2 and the narrative that follows consider the operations of governmental
and business-type activities separately.

TABLE 2 — CHANGES IN NET ASSETS

Governmental Business-Type Total Primary
Activities Activities Government Total
06/30/12 06/30/11 06/30/12 06/30/11 06/30/12 06/30/11 _% Change

Program Revenues:

Charges for Services $ 149,757 $ 177,533 $2,184,286 $2,145,265 $ 2,334,043 $2,322,818 0.5%
Operating Grants/
Contributions : 4,462 217,651 10,496 0 14,958 217,651 -93.1%
Capital Grants/
Contributions 0 94,250 0 0 0 94,250 -100.0%
General Revenues:
Franchise Taxes 76,996 105,040 0 0 76,996 105,040 -26.7%
Public Service Taxes 365,262 351,107 0 0 365,262 351,107 4.0%
Interest 1,863 2,363 4,373 7,625 6,236 9,988 -37.6%
Miscellaneous 14,688 657 3,326 1.675 18.014 _ 2,332 672.5%
Total Revenues 613,028 948,621 2,202,481 2,154,565 2,815,509 3,103,186 -9.3%
Program Expenses:
Administration 320,496 312,143 329,099 394,877 649,595 707,020 -8.1%
Police 640,781 555,699 0 0 640,781 555,699 15.3%
Fire 33,572 29,952 0 0 33,572 29,952 12.1%
Civil Defense 3,361 1,614 0 0 3,361 1,614 108.2%
Ambulance 84,871 84,938 0 0 84,871 84,938 -0.1%
Street and Alley 101,067 120,457 0 0 101,067 120,457 -16.1%
Parks and Recreation - 2,876 2,595 0 0 2,876 2,595 10.8%
Economic Development 22,794 17,103 0 0 22,794 17,103 33.3%
HOME Grant Program 0 0 0 0 0 0 0.0%
Water 0 0 179,580 156,467 179,580 156,467 14.8%
Wastewater 0 0 43,725 53,290 43,725 53,290 -17.9%
Refuse Collection 0 0 155,202 156,714 155,202 156,714 -1.0%
Electric 0 0 975,855 833,469 975,855 833,469 17.1%
Total Expenses 1,209,818 1,124,501 1.683,461 1,594,817 2,893,279 2,719318 6.4%
Excess Before Contributions .
Etc. ( 596,790) ( 175,880) 519,020 559,748 ( 77,770) 383,868 -120.3%
Transfers 721,480 285,155 ( 721,480) ( 285,155) 0 0 0.0%
Special ltems 0 0 0 ( 2,559) 0 ( 2,559) -100.0%
Extraordinary Items 0 0 0 0 0 0 0.0%

Changes in Net Assets $__124.690 $__100275 $(_202.460) $_ 272,034 $(_ 77.770) $_ 381,309 -120.4%




CITY OF LEXINGTON, OKLAHOMA

MANAGEMENT DISCUSSION AND ANALYSIS
June 30, 2012

UNAUDITED

Governmental Activities

Révenues for the City’s governmental activities decreased by 35.4% ($335,593), while total expenses
increased by 7.6% ($85,317). With the transfer in of funds from the business-type activities, the net assets
for governmental activities increased 14.1%.

Table 3 presents the cost of each of the City’s programs, as well as each program’s net cost (total cost less
revenues generated by the activities). The net cost shows the financial burden that was placed on the City’s
taxpayers by each of these functions.

TABLE 3 — GOVERNMENTAL ACTIVITIES

Total Total

Total Cost of Services % Net Cost of Services %
06/30/12 06/30/11 Change 06/30/12 06/30/11 Change
Administration $ 320,496 $ 312,143 27% $ 312,806 $ 304,070 2.9%
Police 640,781 555,699 15.3% 587,513 474,166 23.9%
Fire 33,572 29,952 12.1% 26,035 15,977 63.0%
Civil Defense 3,361 1,614 108.2% 3,361 1,614 108.2%
Ambulance 84,871 84,938 0.1% ( 943) ( 1,159) -18.6%
Street and Alley 101,067 120,457 -16.1% 101,067) (135,069) -174.8%
Parks and Recreation 2,876 2,595 10.8% 2,876 2,595 10.8%
Economic Development 22,794 17,103 33.3% 22,794  (27.147) -184.0%
Total $.1.200818 $_1124.501 _ 7.6% $.1.055599 $.635047 __ 66.2%

The cost of all governmental activities this year was $1,209,818 compared to $1,124,501 last year (a
increase of $85,317). Some of the costs were paid by those who directly benefited from the program. For
2012, the City received $4,462 in grant funds for the fire department. For 2011, the City received $12,125 in
grant funds for the fire department, $50,000 for street repairs, $205,526 for storm damage repairs and
$44,250 for utility system improvements. Ultimately, the taxpayers financed $442,258 (36.6%) of the cost

with the remainder of the costs primarily being covered through a transfer in from the business-type
activities.

Business-Type Activities

Revenues of the City’s business type activities increased by 2.2% ($2,202,481 in 2012 compared to
$2,154,565 in 2011) and expenses increased by 5.6% ($1,683,461 in 2012 compared to $1,594,817 in

2011). Transfers to governmental funds increased 153.0% ($721,480 in 2012 compared to $285,155 in
2011).

THE CITY'S FUNDS

As the City completed the year, its governmental funds (as presented in the balance sheet on page 12)

reported a combined fund balance of $276,841, which is an increase of $85,866 (45.0%) over last year's
total of $190,975.




CITY OF LEXINGTON, OKLAHOMA

MANAGEMENT DISCUSSION AND ANALYSIS
June 30, 2012

UNAUDITED

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the City Council revised the budget several times. The budget revisions were to
set up budgets for grants and to transfer appropriations from line item to line item.

With these adjustments, the actual revenues were below budgeted revenues by $83,377 (15.8%).
Additionally, actual expenditures were $137,005 (10.7%) below budgeted expenditures.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

P
At the end of June 30, 2012, the City had $7.7 million invested in capital assets, including police and fire
equipment, buildings, park facilities, electric utility equipment, and water and sewer lines. (See table below).
This amount represents a net increase of $55,588 (0.7%) over the last year.

Governmental Activities Business Type Activities Total
2012 2011 2012 2011 2012 2011

Building and Property $1,694,436 $ 1,694,436 $ 0 S 0 $1,694,436 $ 1,694,436

Construction in Progress 37,914 29,132 0 0 37,914 29,132
Water and Sewer

Improvements 0 0 3,513,576 3,513,576 3,513,576 3,513,576

Vehicles 391,669 352,384 0 0 391,669 352,384

Equipment 377,824 376,657 1,714,837 1,708,483 2,092,661 2,085,140

Total $2,501.843 $2452609 $5228413 $5,222.059 $7.730,256 $.7.674.668

This year's major additions included:

Station #2 — Fire $ 8,782
Fire Truck 42,654
$_51436

More detailed information about the City’s capital assets is presented in Note 1 and Note 7 of the financial
statements.

Capital expenditures planned for the 2012/2013 fiscal year include $17,500 of equipment for the police
department; $10,000 of equipment for the fire department; $70,000 for street improvements; $50,000 for
economic development; $23,000 for the electric upgrades/maintenance; $30,000 for water and sewer

system upgrades/maintenance; and $15,000 for administration equipment upgrades. Portions of these
planned capital expenditures will be financed through grants.




CITY OF LEXINGTON, OKLAHOMA

MANAGEMENT DISCUSSION AND ANALYSIS
June 30, 2012

UNAUDITED

Debt

At year-end, the City had $635,216 in outstanding bonds, notes and capital leases compared to $674,487
last year. That is a decrease of 5.8% as shown in the following table.

Governmental Activities Business Type Activities Total
2012 2011 2012 2011 2012 2011
Revenue Bonds
(backed by specific
fee revenues) $ 039 0 §$ 599,450 $ 615,250 § 599,450 $ 615,250
Note Obligations
(backed by City) 0 0 2,232 13,597 2,232 13,597
Capital Lease Obligations 25,166 33,471 8,368 12,166 33,534 45637
Total $__25166 $__ 33471 $.610.050 $_641.013 $_635216 $_674.484

More detailed information about the City’s long-term debt is presented in Note 8 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The City of Lexington, due to economic factors and extremely hot weather conditions were unable to recoup
many exceptionally high utility bills from our patrons. Additionally, we lost revenue from miscomputation of
the fuel cost adjustments, and not accessing late fees on high summer utility billings.

In an effort to recoup losses from 2011-2012 fiscal years we have implemented stringent expense controls,
i.e.; no salary increases for city associates. Additionally, in an effort not to negatively impact city patrons we

have applied for grants to complete needed capital project improvements, and have implemented no rate
increases at this time.

The City’s elected and appointed officials considered many factors when setting the fiscal year 2013 budget.
For 2012, the General Fund budget for expenditures was $1.2 million which is a decrease from 2011.
Revenues for 2013 are budgeted at $1.22 million.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

- This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the City’s finances and to show the city’s accountability for the money it receives. If you have

questions about this report, or need additional financial information, contact the City Manager's Office at 111
East Broadway, Lexington, Oklahoma.

Charles McCown
City Manager




BASIC FINANCIAL STATEMENTS




CITY OF LEXINGTON, OKLAHOMA

STATEMENT OF NET ASSETS

June 30, 2012

Primary Government

Governmental Business-Type
Activities Activities . Total
ASSETS
Current Assets: ‘
Cash, Including Time Deposits $ 251,038 § 734,572 § 985,610
Internal Balances (10,600) 10,600 0
Accounts Receivable
Utility Fees 0 287,974 287,974
Other 44,817 0 44,817
Interest Receivable 0 0 0
Total Current Assets 285,255 1,033,146 1,318,401
Non-Current Assets:
Restricted Cash, Including Time Deposits 0 60,784 60,784
Deferred Expense (Note 8) 25,166 0 25,166
Property, Plant and Equipment:
Buildings and Property 1,694,436 3,513,576 5,208,012
Construction in Progress 37,914 0 37,914
Water and Sewer Improvements 0 0 0
Vehicles 391,669 0 391,669
Equipment 377,824 1,714,837 2,092,661
Less: Accumulated Depreciation (2,075,982) (4,125,977) (6,201,959)
Total Non-Current Assets . 451,027 1,163,220 1,614,247
TOTAL ASSETS $ 736,282 $ 2,196,366 $ 2,932,648
LIABILITIES AND NET ASSETS
Liabijlities:
Current Liabilities:
Accounts Payable $ 19,014 $ 23,369 § 42,383
Other Payables 0 10,150 10,150
Current Portion - Compensated Absences 13,994 6,753 20,747
Current Portion - Long-Term Debt 8,742 32,812 41,554
Total Current Liabilities 41,750 73,084 114,834
Non-Current Liabilities:
Compensated Absences 54,463 45,989 100,452
Long-Term Debt 16,424 577,238 593,662
Total Non-Current Liabilities 70,887 623,227 694,114
Total Liabilities 112,637 696,311 808,948
Net Assets:
Invested in Capital Assets, Net of Related Debt 425,861 492,386 918,247
Restricted for Debt Service 0 50,751 50,751
Restricted for Streets and Alleys 44,122 0 44,122
Restricted for Streets and Alleys and Economic
Development 199,871 0 199,871
Unrestricted (46,209) 956,918 910,709
Total Net Assets 623,645 1,500,055 2,123,700
TOTAL LIABILITIES AND NET ASSETS $ 736,282 $ 2,196,366 $ 2,932,648

%*

The accompanying notes are an integral part of the financial statements.
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CITY OF LEXINGTON, OKLAHOMA

BALANCE SHEET -
GOVERNMENTAL FUNDS

June 30, 2012

Special
Revenue
Restricted Other Total
General Sales Tax  Governmental  Governmental
Fund Fund Funds Funds
ASSETS
Cash, Including Time Deposits $ 19,847 $ 188,625 $ 42,566 $ 251,038
Due From Other Funds ‘ 0 0 0 0
Accounts Receivable:

Utility Fees 0 0 0 0

Other 31,107 11,851 1,859 44,817
TOTAL ASSETS $_ 50,954 $_ 200,476 $ 44,425 $ 295,855
LIABILITIES
Accounts Payable $ 18,106 $ 605 $ 303 § 19,014
Due to Other Funds 0 0 0 0

Total Liabilities 18,106 605 303 19,014
FUND EQUITY
Fund Balances:
NonSpendable 0 0 0 0
Restricted for:

Streets and Alleys 0 0 44,122 44122

Streets and Alleys & Economic Development 0 199,871 0 199,871
Committed for:

Streets and Alleys 0 0 0 0
Assigned 0 0 0 0
Unassigned 32,848 0 0 32,848

Total Fund Equity 32,848 199,871 44,122 276,841
TOTAL LIABILITIES AND

FUND EQUITY $ 50954 $ 200,476 $ 44,425 $ 295,855
Fund equity - total governmental funds $ 276,841
Amounts reported for governmental activities in the statement of net assets are different
because:

Capital assets used in governmental activities are not financial resources and therefore

are not reported in the funds. 425,861
Long Term Debt Obligations of governmental activities are not financial uses and therefore

are not reported in the funds. (25,166)
Deferred Expense (See Note 8) 25,166
Liability for capital lease (Phone Equipment) recorded in Enterprise Fund. (See Note 9) (8,368)
Liability for vehicle (2008 Police Vehicle) recorded in Enterprise Fund. (See Note 9) (1,619)
Liability for vehicle (2006 Police Vehicle) recorded in Enterprise Fund. (See Note 9) (613)
Compensated absences are not reported in the fund financial statements (See Note 1). (68,457)
Net assets of governmental activities $ 623,645

* The accompanying notes are an integral part of the financial statements.
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CITY OF LEXINGTON, OKLAHOMA

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

For the Year Ended June 30, 2012

Special
Revenue
Restricted Other Total
General Sales Tax Governmental Governmental
REVENUES Fund Fund Funds Funds
Taxes $ 288,663 $ 134,647 $ 18,948 § 442,258
Licenses and Permits 6,389 0 0 6,389
Intergovernmental 4,462 0 0 4,462
Charges for Services 57,554 0 0 57,554
Ambulance Assessments 85,814 0 0 85,814
Interest 1,771 72 20 1,863
Miscellaneous 14,688 0 0 14,688
Total Revenues 459,341 134,719 18,968 613,028
EXPENDITURES '
Current:
Administration 328,785 0 0 328,785
Police 652,207 0 0 652,207
Fire 52,404 0 0 52,404
Civil Defense 3,361 0 0 3,361
Ambulance 84,871 0 0 84,871
Street and Alley 63,539 31,846 5,959 101,344
Parks and Recreation 2,876 0 0 2,876
Economic Development 0 22,794 0 22,794
Total Expenditures 1,188,043 54,640 5,959 1,248,642
Excess of Revenues Over (Under) Expenditures (728,702) 80,079 13,009 (635,614)
Other Financing Sources (Uses):
Operating Transfers In (Out) 721,480 0 0 721,480
Excess of Revenues and Other Sources
Over (Under) Expenditures and Other Uses (7,222) 80,079 13,009 85,866
Fund Balance, June 30, 2011 40,070 119,792 31,113 190,975
FUND BALANCE, JUNE 30, 2012 $ 32,848 $ 199,871 % 44,122 § 276,841
Net change in fund balances - total governmental funds $ 85,866
Amounts reported for governmental activities in the statement of activities are different
because:
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. This is the amount by which capital outlays ($61,053)
exceeded depreciation ($50,972) in the current period. 10,081
Reduction of liability for phone lease recorded in Enterprise Fund (see Note 8 & 9). 3,798
Reduction of liability for tractor recorded in Enterprise Fund (see Note 8 & 9). 1,136
Reduction of liability for police vehicle (2006 Crown Victoria) recorded in Enterprise Fund (see Note 8 & 9). 3,540
Reduction of liability for police vehicle (2008 Crown Victoria) recorded in Enterprise Fund (see Note 8 & 9). 4,897
Compensated absences are not reported in the fund financial statements (see Note 1). 15,372
Change in net assets of governmental activities $ 124,690

*

The accompanying notes are an integral part of the financial statements.
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CITY OF LEXINGTON, OKLAHOMA

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

June 30, 2012

Enterprise Funds

Light LPWA
Fund Fund Total
ASSETS
Current Assets:
Cash, Including Time Deposits $ 533,924 § 200,648 $ 734,572
Due From Other Funds 0 10,600 10,600
Accounts Receivable 195,541 92,433 287,974
Interest Receivable 0 0 0
Total Current Assets 729,465 303,681 1,033,146
Non-Current Assets:
Restricted Cash, Including Time Deposits 10,033 50,751 60,784
Property, Plant and Equipment:
Water and Sewer Improvements 0 3,513,576 3,513,576
Equipment 1,509,211 205,626 1,714,837
Less: Accumulated Depreciation (1,191,391) (2,934,586)  (4,125,977)
Total Non-Current Assets 327,853 835,367 1,163,220
TOTAL ASSETS $ 1,057,318 $ 1,139,048 $ 2,196,366
LIABILITIES AND NET ASSETS
Liabilities:
Current Liabilities:
Accounts Payable $ 3,581 § 19,788 $ 23,369
Other Payables 10,150 0 10,150
Due to Other Funds 0 0 0
Current Portion - Long-Term Debt 0 32,812 32,812
Total Current Liabilities 13,731 52,600 66,331
Non-Current Liabilities:
Long-Term Debt 0 577,238 577,238
"~ Total Non-Current Liabilities 0 577,238 577,238
Total Liabilities 13,731 629,838 643,569
Net Assets:
Invested in Capital Assets, Net of Related Debt 317,820 174,566 492,386
Restricted for Debt Service 0 50,751 50,751
Unreserved 725,767 283,893 1,009,660
Total Net Assets 1,043,587 509,210 1,552,797
TOTAL LIABILITIES AND NET ASSETS $ 1,057,318 $ 1,139,048 $ 2,196,366
Net Assets - total proprietary funds $ 1,552,797
Compensated absences are not reported in the fund financial statements (See Note 1). (562,742)
Net Assets of Business Type Activities $ 1,500,055

%*

The accompanying notes are an integral part of the financial statements.
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CITY OF LEXINGTON, OKLAHOMA

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET ASSETS

PROPRIETARY FUNDS

For the Year Ended June 30, 2012

Enterprise Funds

Page 1 of 2

Light LPWA
Fund Fund Total
Operating Revenues:
Electric Charges $ 1,457,885 § 0 $ 1,457,885
Water Charges 0 372,525 372,525
Garbage Charges 0 179,767 179,767
Sewer Charges 0 174,109 174,109
Total Operating Revenues 1,457,885 726,401 2,184,286
Operating Expenses:
Administration:
Personnel Services 82,212 9,987 92,199
Materials and Supplies 1,368 1,179 2,547
Other Services and Charges 94,558 20,286 114,844
Depreciation 30,001 91,991 121,992
Total Administration 208,139 123,443 331,582
Water:
Personnel Services 0 97,376 97,376
Materials and Supplies 0 38,175 38,175
Other Services and Charges 0 33,760 33,760
Total Water 0 169,311 169,311
Wastewater:
Personnel Services 0 17,371 17,371
Materials and Supplies 0 3,769 3,769
Other Services and Charges 0 22,585 22,585
Total Wastewater 0 43,725 43,725
Refuse Collection:
Other Services and Charges 0 155,202 155,202
Total Refuse Collection 0 155,202 155,202

*

The accompanying notes are an integral part of the financial statements.
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CITY OF LEXINGTON, OKLAHOMA

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET ASSETS

PROPRIETARY FUNDS

For the Year Ended June 30, 2012

Enterprise Funds

Page 2 of 2

*

The accompanying notes are an integral part of the financial statements.
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Light LPWA
Fund Fund Total
Electric:
Personnel Services 144,439 0 144,439
Materials and Supplies 17,109 0 17,109
Other Services and Charges 14,555 0 14,555
Power Purchases 798,918 0 798,918
Total Electric 975,021 0 975,021
Total Operating Expenses 1,183,160 491,681 1,674,841
Net Operating Income 274,725 234,720 509,445
Non-Operating Revenue (Expense):
Interest Revenue 3,444 929 4,373
Interest Expense 0 (7,472) (7,472)
Other 3,318 8 3,326
Gain (Loss) on Sale of Asset 0 0 0
Intergovernmental 10,496 0 10,496
Bad Debt Expense 142 154 296
Total Non-Operating Revenues (Expense) 17,400 (6,381) 11,019
Net Income Before Other Financing Sources
and (Uses) 292,125 228,339 520,464
Other Financing Sources (Uses):
Capital Contributions 0 0 0
Prior Year Encumbrance Voided 0 0 0
Operating Transfers In (Out) (383,480) (338,000) (721,480)
Total Other Financing Sources (Uses) (383,480) {338,000} {721,480)
Change in Net Assets (91,355) (109,661) (201,016)
Net Assets, June 30, 2011 1,134,942 618,871 1,753,813
NET ASSETS, JUNE 30, 2012 $ 1,043,587 $ 509,210 $ 1,552,797
Change in Net Assets - total proprietary funds | $ (201,016)
Compensated absences are not reported in the fund financial statements (see Note 1). (1,444)
Change in Net Assets of business-type activities $  (202,460)



Page 1 of 2
CITY OF LEXINGTON, OKLAHOMA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30, 2012

Enterprise Funds

Light LPWA
Fund Fund Total
Cash Flows From Operating Activities:
Receipts from customers $ 1436613 $ 717,286 $ 2,153,899
Payments to suppliers (922,362) (255,168) (1,177,530)
Payments to employees (226,651) (124,734) (351,385)
Other receipts (payments) 13,814 8 13,822
Net Cash Provided (Used) by Operating Activities 301,414 337,392 638,806
Cash Flows From Non-Capital Financing Activities:
Operating Transfers (To) From Other Funds (364,088) (345,162) (709,250)
Net Cash Provided (Used) by Non-Capital
Financing Activities (364,088) (345,162) (709,250)
Cash Flows From Capital and Related
Financing Activities:
Proceeds from capital debt 0 0 0
Purchases of capital assets (4,494) (1,860) (6,354)
Principal paid on capital debt 0 (30,963) (30,963)
Interest paid on capital debt 0 (7,472) (7,472)
Other receipts (payments) 0 0 0
Net Cash Provided (Used) by Capital and
Related Financing Activities (4,494) (40,295) (44,789)
Cash Flows Provided by Investing Activities:
Interest and dividends 3,444 929 4,373
Net Cash Provided (Used) by Investing Activities 3,444 929 4,373
Net Increase (Decrease) in Cash and
Cash Equivalents (63,724) (47,136) (110,860)
Cash and Cash Equivalents, June 30, 2011 607,681 298,535 906,216
CASH AND CASH EQUIVALENTS, JUNE 30, 2012 $ 543957 $ 251,399 $ 795,356

*

The accompanying notes are an integral part of the financial statements.
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Page 2 of 2
CITY OF LEXINGTON, OKLAHOMA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30, 2012

Enterprise Funds

Light LPWA
Fund Fund Total
Cash Consists of:
Cash on Hand ' $ 600 $ 093 600
Demand Deposits 127,791 55,419 183,210
Certificates of Deposit 405,533 145,229 550,762
Restricted Deposits 10,033 50,751 60,784
TOTAL CASH, END OF YEAR $ 543957 $ 251,399 § 795,356

Reconciliation of operating income (loss) to net cash

provided (used) by operating activities:
Operating income (loss) $ 288681 $ 234,882 $ 523,563
Adjustments to reconcile operating income to net cash

provided by operating activities:

Depreciation expense 30,001 91,991 121,992
Change in assets and liabilities:

Receivables, net (21,414) (9,269) (30,683)

Accounts and other payables 4,146 19,788 23,934

Net Cash Provided by Operating Activities $ 301,414 $ 337,392 $ 638,806

*

The accompanying notes are an integral part of the financial statements.
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ASSETS
Cash, Including Time
Deposits
Accounts Receivable
Due From Other Funds

TOTAL ASSETS

LIABILITIES
Accounts Payable
Due To Other Funds
Meter Deposit Liability

TOTAL LIABILITIES

*

CITY OF LEXINGTON, OKLAHOMA

STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

June 30, 2012

Agency Funds
Disburse-

ment Meter Municipal
Fund Deposit Payroll Court Total
$ 0 100,219 $ 171 162 $ 100,552
0 0 0 0 0
0 0 0 0 0
$ 0 100,219 $ 171 162 $ 100,552
$ 0 093 171 162 § 333
0 0 0 0 0
0 100,219 0 0 100,219
$ 0 100,219 $ 171 162 $ 100,552

19

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



CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 1: SUMMARY QOF SIGNIFICANT ACCOUNTING POLICIES

The City of Lexington operates under the Statutory Council Manager form of government, and provides the
following services: public safety (police and fire), highways and streets, sanitation, health and social
services, culture-recreation, public improvements, planning and zoning, and general administrative services.
The following is a summary of the more significant accounting policies of the City.

The City’s financial statements are prepared in accordance with generally accepted accounting principles
(GAAP). The Governmental Accounting Standards Board (GASB) is responsible for establishing GAAP for
state and local governments through its pronouncements (Statements and Interpretations). Governments
are also required to follow the pronouncements of the Financial Accounting Standards Board (FASB) issued
through November 30, 1989, (when applicable) that do not conflict with or contradict GASB
pronouncements. Although the City has the option to apply FASB pronouncements issued after that date to
its business-type activities and enterprise funds, the City has chosen not to do so. The more significant
accounting policies in GAAP and used by the City are discussed in subsequent sections.

Reporting Entity - For financial reporting purposes, the City complies with Governmental Accounting
Standards Board (GASB) Cod. Sec. 2100, in defining the City’s financial reporting entity. All of the activities
described above are included in the City’'s reporting entity. The public trust listed below was determined to
be part of the City of Lexington’s reporting entity based on the degree of oversight responsibility which
includes, but is not limited to (1) selection of governing authority, (2) designation of management, (3) ability

to significantly influence operations, (4) accountability for fiscal matters and (5) scope of public service.

Lexington Publib Works Authority - Pursuant to Title 60 of Oklahoma Statutes, the City provides utility
services through the Lexington Public Works Authority. The Authority is a public trust with the City of

Lexington as beneficiary. The members of the City Council of the City of Lexington serve as trustees of the
Authority.

Due to the significahce of the scope of public service and the relationship of the governing body of the
Authority to the City Council, the Public Works Authority is considered a component unit of the City's
reporting entity and is included in this financial report.

Basic Financial Statements — Government-Wide Statements - The City’s basic financial statements include
both government-wide (reporting the City as a whole) and fund financial statements (reporting the City’s
major funds). Both the government-wide and fund financial statements categorize primary activities as either
governmental or business type. The City’s police, fire, civil defense and ambulance protection, parks
recreation, street and alley, economic development, and general administrative services are classified as

governmental activities. The City’s electric, water, sewer, and refuse services are classified as business-type
activities. -

In the government-wide Statement of Net Assets, both the governmental and business-type activities
columns (a) are presented on a consolidated basis by column, (b) and are reported on a full accrual,
economic resource basis, which recognizes all long-term assets and receivables as well as long-term debt
and obligations. The City’s net assets are reported in three components:

» 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..
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

e Restricted net assets — consists of net assets that are restricted by the City’s creditors (for example,
through debt covenants), by state enabling legislation (through restrictions on shared revenues), by
grantors {both federal and state), and by other contributors.

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

The City first utilizes restricted resources to finance qualifying activities.

The government-wide Statement of Activities reports both the gross and net cost of each of the City's
functions and business-type activities (police, fire, public works, etc.). The functions are also supported by
general government revenues (property, sales and use taxes, certain intergovernmental revenues, fines,
permits and charges, etc.). The Statement of Activities reduces gross expenses (including depreciation) by
related program revenues, operating and capital grants. Program revenues must be directly associated with
the function (police, fire, etc.) or a business-type activity. Operating grants include operating-specific and
discretionary (either operating or capital) grants while the capital grants column reflects capital-specific
grant.

The net costs (by function or business-type activity) are normally covered by general revenue (sales or gas
taxes, intergovernmental revenues, interest income, etc.).

This government-wide focus is more on the sustainability of the City as an entity and the change in the City's
net assets resulting from the current year's activities.

Basic Financial Statements - Fund Financial Statements - The financial transactions of the City are reported
in individual funds in the fund financial statements. Each fund is accounted for by providing a separate set of
self-balancing accounts that comprises its assets, liabilities, reserves, fund equity, revenues and

expenditures/expenses. The various funds are reported by generic classification within the financial
statements.

The following fund types are used by the City:

Governmental Funds — The focus of the governmental funds’ measurement (in the fund statements) is
upon determination of financial position and changes in financial position (sources, uses, and balances of
financial resources) rather than upon net income. The following is a description of the governmental funds
of the City:

General Fund is the general operating fund of the City. It is used to account for all financial resources
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 to expenditures for specific purposes. Presently, the City utilizes two special revenue
funds: :

e Sales Tax Improvement Fund — Used to account for and report financial resources that are restricted
for street improvement projects and economic development. See related Note 4.

e Street and Alley Fund — Used to account for and report financial resources that are restricted for
construction, maintenance, repair, improvement, or lighting of streets and alleys.
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Proprietary Funds — The focus of proprietary fund measurement is upon determination of operating
income, changes in net assets, financial position, and cash flows. The generally accepted accounting
principles applicable are those similar to businesses in the private sector. The following is a description of
the proprietary funds of the City.

Enterprise Funds are required to be used to account for operations for which a fee is charged to
external users for goods or services and the activity (a) is financed with debt that is solely secured by a
pledge of the net revenues. (b) has third party requirements that the cost of providing services,
including capital costs, be recovered with fees and charges or (c) establishes fees and charges based
on a pricing policy designed to recover similar costs. The City’s Enterprise Funds are the two funds of
the Lexington Public Works Authority, the LPWA Fund and the Light Fund.

Fiduciary Funds — Fiduciary Funds are used to report assets held in a trustee or agency capacity for
others and therefore are not available to support City programs.

Agency Funds — Agency Funds account for assets held by the City in a purely custodial capacity. Since
agency funds are custodial in nature (i.e., assets equal liabilities), they do not involve the measurement of
results of operations.

The City’s fiduciary funds are presented in the fiduciary fund financial statements by type (agency). Since by
definition these assets are being held for the benefit of a third party (other local governments, private parties,
etc.) and cannot be used to address activities or obligations of the government, these funds are not
incorporated into the government-wide statements.

The emphasis in fund financial statements is on the major funds in either the governmental or business-type
activity categories. Non-major funds by category are summarized into a single column. GASB Statement No.
34 sets forth minimum criteria (percentage of the assets, liabilities, revenues or expenditures/expenses of
either fund category or the governmental and enterprise combined) for the determination of major funds. The
non-major funds are combined in a column in the fund financial statements.

Basis of Accounting - Basis of accounting refers to the point at which revenues or expenditures/expenses
are recognized in the accounts and reported in the financial statements. It relates to the timing of the
measurements made regardless of the measurement focus applied.

Accrual - Both governmental and business-type activities in the governmental-wide financial statements
and the proprietary and fiduciary fund financial statements are presented on the accrual basis of
accounting. Revenues are recognized when earned and expenses are recognized when incurred.

Modified Accrual — The governmental funds financial statements are presented on the modified accrual
basis of accounting. Under the modified accrual basis of accounting, revenues are recorded when
susceptible to accrual; i.e., both measurable and available. “Available” means collectible within the current
period or soon enough thereafter to be used to pay liabilities of the current period. Expenditures are
generally recognized under the modified accrual basis of accounting when the related liability is incurred.

The exception to this general rule is that principal and interest on general obligation long-term debt, if any,
is recognized when due. :
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Encumbrances - Encumbrances represent commitments related to unperformed contracts for goods or
services. Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of resources are reported to reserve that portion of the applicable appropriation, is used in the
general fund. For budgetary purposes, appropriations lapse at fiscal year end, except for the portion related
to encumbered amounts. Encumbrances outstanding at year-end are reported as reservations of fund
balances and do not constitute expenditures or liabilities because the commitment will be honored during the
subsequent year.

Financial Statement Amounts:

Cash and Cash Equivalents — For purposes of the Statement of Cash Flows, the enterprise funds consider

all highly liquid investments (including restricted assets) to be cash equivalents. All certificates of deposit,
other time deposits and investments are considered cash equivalents.

Investments — Investments consist of insured certificates of deposit and are stated at cost, which
approximates market.

Inventories — The purchase of materials and supplies inventory is recorded as an expenditure at the time of
purchase. Therefore, no amounts representing inventory purchased but not used are reflected in the
balance sheets of any fund.

Interfund Transactions — During the course of normal operations, the City has transactions between funds
including expenditures and transfers of resources to provide services, purchase assets and service debt.
Transactions, which are normal and recurring between funds, are recorded as operating transfers. Transfers

between governmental or proprietary funds are netted as part of the reconciliation to the government-wide
financial statements.

Reserves — Reserves are recorded to signify that a portion of the fund equity is segregated from future use
and is not available for appropriation or expenditure.

Receivables — Receivables at June 30, 2012 were as follows:

Total
Accounts Taxes Grants Other Receivables
Governmental Activities:
General $ 0 $31001 §$ 0 $ 0 $ 31,001
Ambulance 9,991 0 0 0 9,991
Fire 3.825 0 0 0 3,825
Total Governmental Activities $_13.816 $.31.001 $ 0 $ 0 $_ 44 817

Business-Type Activities:

Administration $ 0 $ 0o $ 0 $ 173 $ 173
Electric 195,541 0 0 0 195,541
Water 47,828 0 0 0 47,828
Sewer 23,914 0 0 0 23,914
Garbage 20,518 0 0 0 20,518

Total Business-Type Activities $.287.801 $

o
&
o
&

173 $_287.974
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Revenues — Substantially all governmental revenues are accrued. Subsidies and grants to proprietary funds,
which finance either capital or current operations, are reported as non-operating revenue based on GASB
33. In applying GASB Statement No. 33 to grant revenues, the provider recognizes liabilities and expenses
and the recipient recognizes receivables and revenue when the applicable eligibility requirements, including
time requirements, are met. Resources transmitted before the eligibility requirements are met are reported
as advances by the provider and deferred revenue by the recipient.

Payables — Payables at June 30, 2012 were as follows:

(Misc.) (Sales Tax) Total
Other Vendors Other Payables

Governmental Activities:

General $ 0 $ 18,106 $ 0 $ 18,106

Restricted Sales Tax 0 605 0 605

Other Governmental 0 303 0 303
Total Governmental Activities $ 0 $_19.014 $ 0 $_19.014
Business-Type Activities:

Administration $ 0 $ 0 $ 0 $ 0

Electric 0 3,581 10,150 13,731

Water/Sewer/Garbage 0 19,788 0 19,788
Total Business-Type Activities $ 0 $_23.369 $_ 10,150 $_33.519

Expenditures — Expenditures are recognized when the related fund liability is incurred.

Capital Assets — Capital assets purchased or acquired with a useful life in excess of one year are reported at
historical cost or estimated historical cost. Contributed assets are reported at fair market value as of the date
received. Additions, improvements, and other capital outlay that significantly extend the useful life of an
asset are capitalized. Other costs incurred for repairs and maintenance are expensed as incurred.
Depreciation on all assets is provided on the straight-line basis over the following estimated useful lives.

Buildings 40 years
Water and sewer system 5 — 25 years
Equipment 2 — 25 years
Vehicles 5 years

GASB Statement 34 requires the City to report and depreciate new infrastructure assets effective with the
beginning of the current year. Infrastructure assets include roads, bridges, underground pipe (other than
related to utilities), traffic signals, etc. These infrastructure assets are likely to be the largest asset class of
the City. Neither their historical cost nor related depreciation has historically been reported in the financial
statements. The retroactive reporting of infrastructure IS not required; therefore, the City has elected to
report infrastructure assets prospectively.
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Compensated Absences — Under City personnel policies, City employees are granted vacation leave in
varying amounts. Annual sick leave is earned at 10 hours per month for full-time employees with maximum
accrual to 120 days with one-half of accrued sick leave payable at retirement. The City records vacation and
sick leave expense at the time the leave is paid. Compensated absences are not accrued in the City fund
financial statements and represent a reconciling item between the fund and government-wide presentations.
(See related Note 8).

Fund Equity — In the governmental fund financial statements fund balances are classified as follows:

e Non-spendable — Amounts that cannot be spent either because they are in a non-spendable form or
because they are legally or contractually required to be maintained intact.

e Restricted — Amounts that can be spent only for specific purposes because of the City Charter, the
City Code, state or federal laws, or externally imposed conditions by grantors or creditors.

 Committed — Amounts that can be used only for specific purposes determined by a formal action by
City Council ordinance or resolution.

* Assigned — Amounts that are designated by the Mayor for a particular purpose but are not
spendable until a budget ordinance is passed or there is a majority vote approval (for capital projects
or debt service) by City Council.

* Unassigned — All amounts not included in other spendable classifications.

The City would typically use restricted fund balances first, followed by committed resources, than assigned
resources, then unassigned resources, as appropriate opportunities arise, but reserves the right to
selectively spend unassigned resources first to defer the use of these other classified funds.

The general fund has not assigned any of the June 30, 2012 fund balance to meet budgeted expenditures
for fiscal year 2012/2013. '

NOTE 2: BUDGETARY ACCOUNTING AND CONTROL

The City operates under the Oklahoma Municipal Budget Act of 1979 (the “Budget Act’). The budget, as
adopted by the governing body, is filed with the State of Oklahoma Office of the Auditor and Inspector and
with the County Excise Board.
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 2: BUDGETARY ACCOUNTING AND CONTROL, CONTINUED

The City uses the following procedures in establishing the budgetary data:

a. Priorto June 1, the City Manager submits to the council a proposed operating budget for the fiscal
year commencing the following July 1. The operating budget includes proposed expenditures and the
means of financing them.

b. Public hearings are conducted as regular Council meetings to obtain taxpayer comments. Public
hearings are held no later than 15 days prior to the beginning of the budget year.

c. Subsequent to the public hearings, but no later than seven days prior to July 1, the budget is legally
enacted through the passage of a motion by the governing body.

Formal budgetary integration is employed as a management control device during the year for all fund types.
The City prepares its budget on a basis different from the cash basis. The primary difference between the
budget basis and the cash basis is that the budget basis treats encumbrances as expenditures.

The level of control, at which expenditures may not legally exceed appropriations, is at the object category
level by department within a fund for each legally adopted fiscal operating budget. The Budget Act
recognizes the following object categories as the minimum level of budgetary control by department within a
fund:

- Personnel Services

- Materials and Supplies

- Other Services and Charges

- Capital Outlay

- Debt Service

NOTE 3: DEPOSITS, INVESTMENTS AND COLLATERAL

A. Oklahoma State Law, Title 62, Section 348.1 allows for investment of City funds in the following:

1. Direct obligations of the United States Government to the payment of which the full faith and credit
of the Government of the United States or of the State of Oklahoma is pledged.

2. Certificates of deposit of savings and loan associations, banks, and trust companies when the
certificates of deposit are secured by acceptable collateral as in the deposit of other public monies.

3. Savings accounts or savings certificates of savings and loan associations, banks and trust
companies, to the extent that the accounts or certificates are fully insured.

4. Negotiable certificates of deposit, prime bankers acceptances, prime commercial paper and
repurchase agreements with certain limitations. Any investments in these instruments must be fully
collateralized with investments specified in previous paragraphs 1 through 3, where the collateral
has been deposited with a trustee or custodian bank in an irrevocable trust or escrow account.
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 3: DEPOSITS, INVESTMENTS AND COLLATERAL, CONTINUED

B. There are no statutory limitations on the investment of funds of the City’s Public Works Authority, which
is reported as the City’'s enterprise funds in the combined financial statements.

C. According to State Law, Title 62, Section 516.3, collateral to secure deposits of public funds must be:

1.  U. S. Treasury bonds, notes or certificates payable by the Treasurer of the United States, issued by
an agency of the United States under authority of an Act of Congress where the full faith and credit
of the United States is pledged to the payment.

2. State of Oklahoma bonds, notes or certificates payable by the State Treasurer, issued by an
agency of the State under authority of an act of the legislature where full faith and credit is pledged
to the payment.

3. Bonds issued by any county in Oklahoma.

4. Bonds issued by any school district or board of education in Oklahoma.

5. Bonds issued by any city or town where an ad valorem tax levy is pledged to the payment, with
certain restrictions of sinking fund indebtedness of the issuing city or town.

6. A surety bond.

D. During the year ended June 30, 2012, the City’s deposits were limited to insured checking and savings
accounts and collateralized certificates of deposit. At June 30, 2012, the amount of total bank deposits at
certain financial institutions exceed the amount of insurance coverage; however, acceptable collateral
was pledged in order that the deposits were secured at the respective financial institutions.

E. During the year ended June 30, 2012, the City’s investments were limited to those of the trustee bank
accounts of the Public Works Authority relating to the debt issuance’s of the enterprise funds.

NOTE 4: SALES TAX RESTRICTIONS

The City is currently receiving a 3.5% sales tax with the last 1.5% being added October 1, 1989 and
renewed in 2012. This added sales tax of 1.5% is restricted by voter referendum to the payment of principal
and interest on indebtedness incurred only for street improvement projects and economic development. The
proceeds of this restricted sales tax are accounted for in the Sales Tax Street Improvement Special

Revenue Fund. The remaining 2% tax is deposited in and used for the operations of the General Fund of the
City.

NOTE 5: RESTRICTED ASSETS

Authority Promissory Note — Cash and investments are held by the trustee bank on behalf of the Public
Works Authority for retirement of a promissory note. Such assets are held in trust to provide for debt service,
a debt service reserve and project account. All such funds are for the purpose of insuring the payment of the
indebtedness or for providing funds for designated projects. Cash is required to be transferred monthly from
the operating account of the Enterprise Funds to the sinking fund account of the trustee bank.
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 6: PENSION PLANS

Defined Contribution Plan — The City provided, effective August 1, 1989, a pension benefit for all of its full-
time employees through a defined contribution plan known as the City of Lexington Plan and Trust with the
Oklahoma Municipal Retirement Fund (OMRF). In a defined contribution plan, benefits depend solely on the
amounts contributed to the plan plus investment earnings. Employees are eligible to participate from the
date of employment. The employee and the City each contribute an amount equal to 10% of the employee’s
base salary each month. The City’s contributions for each employee, (and interest allocated to the
employee’s account) are fully vested after seven years of continuous service. City contributions for, and
interest forfeited by employees who leave employment before 3 years of service, are disbursed to remaining
employees.

The City's total payroll in fiscal year 2012 was $784,580. Both the City and the covered employees made the
required contributions, amounting to $67,552 from each source, or $135,104 in total.

Defined Contribution Plan — City Manager — The City provided, effective October 1, 2002, a pension benefit
for the City Manager through a defined contribution plan known as the City of Lexington Plan with the
Oklahoma Municipal Retirement Fund. The plan is a variable funding plan. The City Manager is fully vested
after 3 years of service. For the fiscal year ending June 30, 2012, contributions totaled $4,531 from each
source, or $9,062 in total.

NOTE 7: CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2012 was as follows:

Balance Balance
June 30, 2011 Additions Disposals June 30, 2012

Governmental Activities:
Capital Assets

Buildings and Property $ 1,604,436 $ 0 0 § 1,694,436
Construction in Progress 29,132 8,782 0 37,914
Vehicles 352,384 51,104 ( 11,819) 391,669
Equipment (1) 376,657 1,167 0 377.824
Total Capital Assets 2,452,609 61.053 ( 11.819) 2,501,843
Accumulated Depreciation
Building and Property (1,379,636) ( 10,092) 0 ( 1,389,728)
Vehicles (- 327,999) ( 24,208) 11,819 ( 340,388)
Equipment (_329,194) ( 16.672) 0 (_ 345.866)
Total Accumulated Depreciation (2.036,829) (__50,572) 11,819 (2,075,982)
Net Governmental Activities
Capital Assets $__415780 $__10080 $___ 0 §__ 425861

Business Type Activities:
Capital Assets

Water and Sewer Improvements $ 3,513,576 $ 0 $ 0 $ 3,513,576
Equipment 1,708,483 6,354 0 1,714,837
Total Capital Assets 5,222,059 6.354 0 5,228,413

(1) Includes leased equipment of $12,753 (see Capital Lease Note 8).

Amortization of leased equipment is included with the depreciation expense.
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 7: CAPITAL ASSETS, CONTINUED

Balance Balance
June 30, 2011 Additions Disposals June 30, 2012

Accumulated Depreciation

Water and Sewer Improvements ( 2,647,906) ( 89,617) 0 (2,737,523)
Equipment (_1,356,079) (__32,375) 0 (1,388,454)
Total Accumulated Depreciation ( 4,003,985) (121,992) 0 (4,125.977)

Net Business Type Capitat
Assets $_1218.074  $(115638) $___ 0O $_1.102.436

Depreciation expense was charged to governmental activities as follows:

General Government:
Administration $_ 50972

NOTE 8: LONG-TERM LIABILITIES

The reporting entity’'s long-term liabilities are segregated between the amounts to be repaid from
governmental activities and amounts to be repaid from business type activities.

LONG-TERM DEBT:

Governmental Activities:

Lease/Purchase Payable:
Lease/purchase payable to Clarence L. Boyd Company beginning April 28, 2008 for a John Deere
Backhoe. The lease requires monthly payments of $819 through April 28, 2015 with interest at 5.15%.
The lease contains an appropriations clause. Under the terms of the lease, the equipment remains the
property of the lessor until the final payment is made. The asset is recognized as a deferred expense in
the Statement of Net Assets and is a reconciling item on the governmental fund financial statements. The
balance at June 30, 2012 is $25,166.

Business T_voe Activities:

Notes Payable:

LPWA - On December 23, 2002, the Lexington Public Works Authority (LPWA) entered into a
promissory note in the amount of $720,000 with the Okiahoma Water Resources Board for improvements
to the water and wastewater system and to refinance debt pertaining to the water system. The note has
an initial interest rate of 2.122% and thereafter at a variable rate to be set periodically by the Board.
Monthly installments are paid to a trustee, Bank One, in Oklahoma City. Final maturity is September 15,
2032. This note is collateralized by pledge and assignment of revenues and receipts derived from water,
sewer and garbage disposal services. Principal balance at June 30, 2012 is $599,450.
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 8: LONG-TERM LIABILITIES, CONTINUED

Note payable to McClain County National Bank, dated October 22, 2007 in the amount of $21,860. To be
repaid in 60 payments of $433 each, and matures October 22, 2012. Note carries an interest rate of 7%
and is secured by a 2008 Ford Crown Victoria. Principal balance at June 30, 2012 is $1,619.

Note payable to McClain County National Bank, dated August 7, 2007 in the amount of $15,640. To be
repaid in 60 payments of $310 each and matures August 7, 2012. Note carries an interest rate of 7% and
is secured by a 2006 Ford Crown Victoria. Principal balance at June 30, 2012 is $613.

Capital Lease Payable:

Capital lease payable to Great American Leasing dated March 8, 2011 in the amount of $15,457. To be
repaid in 36 monthly payments of $429 each, and matures March 8, 2014. Lease carries a $12.95%
interest rate and is for a telephone system. Principal balance at June 30, 2012 is $8,368.

OTHER LIABILITIES — COMPENSATED ABSENCES:

Governmental and Business-Type Activities:

Compensated absences represent the estimated liability for employees’ accrued vacation and sick leave
for which employees are entitled to be paid upon termination. (See related Note 1). The retirement of this

liability is paid from the General Fund and Enterprise Funds based on the assignment of an employee at
termination.

Changes in long-term liabilities for the fiscal year 2011-12 include:
Principal ' Principal Amounts

Balance Balance Due Within
06/30/11 Additions Retirements  06/30/12 One Year

Governmental Activities:

Compensated Absences $ 83,829 $ 20,425 $ 35797 §$ 68457 $ 13,994
Lease/Purchase - CL Boyd Co. 33,471 0 8.305 25,166 8,742
Total Governmental Activities 117,300 20,425 44,102 93,623 22,736

Business-Type Activities:
Capital Lease Payable —
Great American Leasing 12,166 0 3,798 8,368 4,319
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NOTE 8: LONG-TERM LIABILITIES, CONTINUED

CITY OF LEXINGTON, OKLAHOMA

June 30, 2012

Bonds/Notes Payable —

Note Payable — Oklahoma
Water Resource Board —
2000 Series

Note Payable — McClain
County National Bank

Note Payable — McClain
County National Bank

Note Payable — McClain
County National Bank

Note Payable — McClain
County National Bank

Note Payable — McClain
County National Bank

Total Bonds/Notes Payable
Compensated Activities

Total Business-Type Activities

TOTAL

NOTES TO FINANCIAL STATEMENTS

Principal Principal Amounts
Balance Balance Due Within
06/30/11 Additions  Retirements  06/30/12 One Year
615,250 0 15,800 599,450 - 26,261
1,136 0 1,136 0 0
939 0 939 0 0

853 0 853 0 0
6,516 0 4,897 1,619 1,619
4,153 0 3,540 613 613
628,847 0 27,165 601,682 28,493
51,298 12,808 11,364 52,742 6.753
692,311 12,808 42,327 662,792 39,565
$_809611 $__33233 §$__ 86429 $_756415 $__62.301

* For governmental activities, compensated absences are liquidated by the general fund.

Debt Service Reserve Requirement — Debt service requirements for the next 5 years and thereafter are as

follows:
Governmental Activities:

201213
2013-14
2014-15
2015-16
2016-17
2017-18 through 2021-22
2022-23 through 2026-27
2026-27 through 2031-32
2032-33

TOTAL
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Lease/ Purchase

Principal Interest
$ 8,742 1,092
9,203 631
7,221 155

0 0

0 0

0 0

0 0

0 0

0 0
$.25166  $_1.878



CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 8: LONG-TERM LIABILITIES, CONTINUED

Capital |_ease OWRB Note * McClain County Bank

Principal _Interest Principal Interest Principal Interest

2012-13 $ 4319 § 833 $ 26261 $ 7,987 $ 2,232 $ 700
2013-14 4,049 245 26,620 7,628 0 0
2014-15 0 0 26,985 7,263 0] 0
2015-16 0 0 27,354 6,894 0 0
2016-17 0 0 27,729 6,519 0 0
2017-18 through 2021-22 0 0 144,438 26,802 0 0
2022-23 through 2026-27 0 0 154,596 16,644 0 6
2027-28 through 2031-32 0 0 165,467 5,773 0 0
2032-33 0 0 0 43 0 0
TOTAL $_8.368 $_1,078 $.599.450 $_85.,553 $_2232 $___700

* The OWRB notes require a minimum balance to be maintained in the specified accounts as debt service
reserves. As of June 30, 2012 required reserve balances have been met.

NOTE 9: INTERFUND TRANSACTIONS

Inter-fund receivable/payable balances for governmental funds were $0 at June 30, 2012. Enterprise funds
reflected $10,600 of interfund receivables at June 30, 2012. The difference is due to the following:

The LPWA Fund reflects a “due from” the General Fund in the amount of $613. This is for the purchase of a
Police Vehicle - 2006 Crown Victoria. (See related note payable in Note 8). However, the General Fund only
reflects a “due to” the LPWA Fund of $0. The LPWA Fund is taking the risk that the General Fund will not
meet the remaining obligation. However, in the governmental activities in the government-wide financial
statements, $613 was recorded as due to the business-type activities. The difference is shown as a
reconciling item on the governmental fund financial statements.

The LPWA Fund reflects a “due from” the General Fund in the amount of $1,619. This is for the purchase of
a Police Vehicle — 2008 Ford Crown Victoria. (See related note payable in Note 8.) However, the General
Fund only reflects a “due to” the LPWA Fund of $0. The LPWA Fund is taking the risk that the General Fund
will not meet the remaining obligation. However, when recording the vehicle in the governmental activities in
the government-wide financial statements, $1,619 was also recorded as due to the business—type activities.
This is a reconciling item on the governmental fund financial statements.

The LPWA Fund reflects a “due from” the General Fund in the amount of $8,368. This is for the capital lease
of a phone system. (See related note payable in Note 8. However, the General Fund only reflects a “due to”
the LPWA Fund of $0. The LPWA Fund is taking the risk that the General Fund will not meet the remaining
obligation. However, in the governmental activities in the government-wide financial statements, $8,368 was
recorded as due to business-type activities. The difference is shown as a reconciling item on the
governmental fund financial statements.
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 9: INTERFUND TRANSACTIONS, CONTINUED

Operating Transfers — Interfund operating transfers between funds for the fiscal year ended June 30, 2012
were as follows:

Transfers In Transfers Out
Major Funds:
General:

Light Fund $ 391,480 $ 3,000
LPWA Fund 333,000 0
Restricted Sales Tax Fund ' 0 0
Total General Fund 724,480 3,000
Restricted Sales Tax Fund 0 0

Enterprise:
Light Fund 8,000 391,480
LPWA Fund 0 338,000
Total Enterprise Fund 8,000 729,480
Non-Major Fund \ 0 0
TOTAL ALL FUNDS $_732480 $__ 732480

NOTE 10: LITIGATION

At June 30, 2012, the City of Lexington was not involved in any pending or threatened litigation which would
have a material impact on these financial statements.

NOTE 11: RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets; errors

and omissions; injuries to employees; and natural disasters. The City manages these various risks of loss as
follows:

Type of Loss Method Managed
a. Torts, errors and omissions Purchased policy with the Oklahoma Municipal Assurance Group
b. Injuries to employees Purchased policy with the Oklahoma Municipal Assurance Group
(Workers’ Compensation)
c. Physical property loss and Purchased policies with the Oklahoma Municipal Assurance Group
natural disasters and State of Oklahoma Department of Central Services Risk

Management Division

Management believes such coverage is sufficient to preclude any significant uninsured losses to the City.
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CITY OF LEXINGTON, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE 12: LEASES

On December 9, 2009, the City entered into an operating lease for a copier. The lease calls for 60 monthly
payments of $160. Lease expense for the fiscal year ending June 30, 2012 was $1,918

On October 12, 2007, the City entered into an operating lease for a copier. The lease calls for 60 monthly
payments of $112. Lease expense for the fiscal year ending June 30, 2012 was $1,350.

On January 20, 2012, the City entered into an operating lease for a mailing system. The lease calls for 51
monthly payments of $628. Lease expense for the fiscal year ending June 30, 2012 was $5,946.

Future minimum lease payments under leases with terms in excess of one year are as follows:

June 30,
2013 $ 9,250
2014 8,913
2015 ) 7,794
2016 6,279
TOTAL $.32.236

NOTE 13: SUBSEQUENT EVENTS

Date of Management Evaluation — Management of the City has evaluated subsequent events through
January 9, 2013, which is the date the financial statements were available to be issued.
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o 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 GOVERNMENTAUDIT/NG STANDARDS

o -f'.HonorabIe Mayor and Clty Councﬂ
. City of Lexington’ ROTEE
o ‘_;‘.iLexmgton Oklahoma P

i - ‘tWe have audlted the flnancral statements of the governmental actwntles the busmess-type actlvmes each major d

‘fund, and the aggregate remaining fund mformatlon of the City of Lexmgton Oklahoma'as ‘of and for the year

| : -‘ended June 30, 2012, which collectlvely compnse the City.of Lexington's basic flnanC|al statements,. and. have‘f ,
! issued our report thereon dated  January 9, 2013. We also have audited the financial’ statement of the City of =~
s Lexmgton s non-major governmental fund presented as’ “supplementary mformatlon in the “accompanying - -

o combining: fund financial statement of and for the year ended June 30, 2012 as listed" in: the table’ of contents.

3 We conducted our audit in: accordance with audltlng standards generally accepted in the United States of

: ﬁAmenca and the standards appllcable to: flnanCIaI audlts contamed in Government Audlt/ng Standards lssued' '
e by the Comptroller General of the Unlted States of Amerlca l .

“ Intemnal Control Over Fmanmal ReDortlnq

- In: planning and performlng our: audlt we consrdered Lexmgtons lnternal control over fi nancxal reportlng as a

-A defrcrency in /nternal contro/ eX|sts when the desngn or operation of a control does not aIIow management or

:_;__,,ba3|s for- deS|gn|ng our: audltlng procedures for the : purpose of expressing our oplnlon on the fi nancial
statements but not for the purpose of expressmg an oplnlon on the effectlveness of Lexmgton s mternal control

" over fi nanC|aI reportlng Accordlngly, we do not express an opmlon on the effectweness of Lexmgton S, mternal’; ;
'f__vcontrol overflnanC|aI reportlng ' L s, , , :

~ .employees, in the normal course of - performlng their ass;gned functlons to prevent, or detect-and correct

I - misstatements on a timely basis. A’ material weakness is a deficiency, or combination of deficiencies, in internal N
. control, such that there is a- “reasonable - pOSS|b|I|ty that a material misstatement - of the entltys fmanmalf o
statements WIll not be prevented or detected and corrected on a tlmely basis. : SEATRANEISE v

o -':,.Our con5|derat|on of mternal control over fi nancral reportlng was for the I|m|ted purpose descnbed in the flrst '

"‘»,‘.‘}_;,‘;paragraph of this section and was not desngned 1o, |dent|fy all deficiencies in - internal control: over financial -~
reporting: that m|ght be defi C|en0|es sxgnlﬁcant det" iciencies, or- ‘material weaknesses ‘We did not' xdentlfy any‘ o

- defi C|enC|es in mternal control over flnanC|aI reportlng that we con3|der to be matenal weaknesses as det" ned,

: ﬂ,rabove

tiCompllance and Other Matters WSk : IR ' e : ‘ g
o As part: of obtalmng reasonable assurance about whether Lexmgton s ﬁnanmal statements are free of matenalﬁ N

2 ;,_fmnsstatement we performed tests of |ts compllance W|th certam provrsrons of Iaws regulatlons contracts and"

EaN vﬁnancnal statement amounts However provrdlng an oplnlon on: comphance W|th those prowswns was not an‘ e

e . objective of our audit, and accordlngly, we do not express such an opinion. The results of our tests- dlsclosed no

- instances of noncompllance or other matters that are. reqwred to be reported under Government Audlt/ng}:_
'_-'Standards R oy . _ : :

s



Et 'ijage 2

: Thls report is mtended soIer for the lnformatlon and use of management the board of dlrectors others W|th|n
e jthe entlty, federal awardmg agenmes -and pass-through entltles and |s not lntended to be and should not be
R .__.used by anyone other than these specrfled partles s i DAY Dl : :

._f':.,"“':'-'.-SAUNDERS&ASSOCIATES PLLC e
' 5'::Certlfed Publchccountants e

i f'_"January 9 2013
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CITY OF LEXINGTON, OKLAHOMA

COMBINING GOVERNMENTAL FUND BALANCE SHEET

OTHER GOVERNMENTAL FUNDS

ASSETS
Cash, Including Time Deposits
Accounts Receivable

TOTAL ASSETS

LIABILITIES AND FUND EQUITY
Liabilities:

Accounts Payable

Notes Payable

Due to Other Funds

Total Liabilities

Fund Balances:
NonSpendable
Restricted for:

Streets and Alleys
Committed for;

Streets and Alleys
Assigned
Unassigned

Total Fund Equity

TOTAL LIABILITIES AND FUND EQUITY

June 30, 2012

Special
_Revenue
Street
and
Alley
Fund Total
$ 42566 $ 42,566
1,859 1,859
$ 44,425 $ 44,425
$ 303 $ 303
0 0
0 0
303 303
0 0
44122 44,122
0 0
0 0
0 0
44,122 44,122
$ 44,425 $ 44,425
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REVENUES
Taxes

CITY OF LEXINGTON, OKLAHOMA

COMBINING GOVERNMENTAL FUND STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCES
OTHER GOVERNMENTAL FUNDS

For the Year Ended June 30, 2012

$

Intergovernmental

Interest

Total Revenues

EXPENDITURES

Current:

Economic Development

Street and Alley

Total Expenditures

Revenues Over (Under) Expenditures

Other Financing Sources (Uses):
Operating Transfers In (Out)

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses

Fund Balance, June 30, 2011

FUND BALANCE, JUNE 30, 2012
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Special
_Revenue
Street
and
Alley
Fund Total
18,948 $ 18,948
0 0
20 20
18,968 18,968
0 0
5,959 5,959
5,959 5,959
13,009 13,009
0 0
13,009 13,009
31,113 31,113
44122 % 44,122




CITY OF LEXINGTON, OKLAHOMA

STATUS OF PRIOR AUDIT FINDINGS

June 30, 2012

None reported.

* The accompanying notes are an integral part of the financial statements.
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CITY OF LEXINGTON, OKLAHOMA

SCHEDULE OF FINDINGS AND RESPONSES

For the Year Ended June 30, 2012

None reported.

* The accompanying notes are an integral part of the financial statements.
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