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LANGLEY-LITTLEFIELD-OBER

CERTIFIED PUBLIC ACCOUNTANTS, PLLC
124 SOUTH MAIN MiAMI, OK 74354
918-524-4401 OFFICE 918-542-8165 FAX

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Town Council,
Town of Langley
Langley, OK

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Town of Langley, State Oklahoma as of and for the year ended June 30, 2014,
and the related notes to the financial statements, which collectively comprise the Town of Langley's basic financial statements as listed
in the table of contents.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

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

OPINIONS

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, each major fund, and the aggregate remaining fund information of the Town of
Langley, State of Oklahoma, as of June 30, 2014, and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in accordance with accounting principles generally accepted in the United States of America.



OTHER MATTERS

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis and
budgetary comparison information on pages 3 through 10 and 38 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the Town of
Langley, State of Oklahoma’s basic financial statements. The introductory section and Schedule of State and Federal Financial
Assistance are presented for purposes of additional analysis and are not a required part of the financial statements.

The Schedule of State and Federal Assistance is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, Schedule of State and Federal Assistance is fairly stated in all material respects in relation
to the basic financial statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on it.

Very truly yours,

LANGLEY-LITTLEFIELD-OBER
CERTIFIED PuBLIC ACCOUNTANTS, PLLC
MiAMI, OKLAHOMA

March 12, 2015



3

Town of Langley, Oklahoma
Management’s Discussion and Analysis
For the Year Ended June 30, 2014

Our discussion and analysis of the Town of Langley’s financial performance provides an overview of the Town’s
financial activities for the fiscal year ended June 30, 2014. Please read it in conjunction with the Town’s financial
statements which begin on page 11.

FINANCIAL HIGHLIGHTS

e The Town’s Net Position increased by $30,051 or 2% this fiscal year, resulting in total Net Position of
$1,966,554 as of June 30, 2014.

e Current year general fund revenues totaled $594,176.
e Current year general fund expenditures were $544,325.

e The Town received 4 lots of donated property with a value of $500 per lot for a total value of $2,000. The Fire
Department purchased an air compressor for $4,392. The Police Dept. purchased new software for $5,581 and
built a new office at City Hall for $10,870 resulting in total general fund asset increases of $22,843.

e The Public Works Authority had operating revenues of $358,293 and an operating loss of $439,144 for the
year. Net non-operating revenues, including $433,584 in sales tax combined with other non-operating revenues
and expenses to produce a total net loss of $36,043 for the year.

e Asset purchases for the Public Works Authority consisted of construction in progress of $68,573 for
improvements to the sewer plant and engineering fees of $6,450 for a sludge treatment project, new water lines
for $49,444, new pump equipment for $3,034 and a new canon copier for $5,365 resulting in total proprietary
fund asset purchases of $132,866.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and the Statement of
Activities (on pages 11-13) provide information about the activities of the Town as a whole and present a longer-term
view of the Town’s finances. Fund financial statements start on page 14. For governmental activities, these statements
tell how services were financed in the short term as well as what remains for future spending. Fund financial statements
also report the Town’s operations in more detail than the government-wide statements by providing information about
the Town’s most significant funds.

Unaudited
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Town of Langley, Oklahoma
Management’s Discussion and Analysis
For the Year Ended June 30, 2014

Reporting the Town as a Whole
The Statement of Net Position and the Statement of Activities

Our analysis of the Town as a whole begins on page 6. One of the most important questions asked about the Town’s
finances is, is the Town as a whole better off or worse off as a result of this year’s activities? The Statement of Net
Position and the Statement of Activities provide information about the Town as a whole and about its activities in a way
that helps answer this question. The 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 Town’s net position and changes in net position. You can think of the Town’s net
position—the difference between assets and liabilities—as one way to measure the Town’s financial health, or financial
position. Over time, increases or decreases in the Town’s net position are one indicator of whether its financial health is
improving or deteriorating. You will need to consider other nonfinancial factors, however, such as changes in the
Town’s property tax base and the condition of the Town’s roads, to assess the overall health of the Town.

In the Statement of Net Position and the Statement of Activities, we divide the Town into two kinds of activities:
» Governmental activities - Most of the Town’s basic services are reported here, including the fire, general
administration, streets, animal control and police. Sales taxes, franchise fees, fines and state grants finance

most of these activities.

» Business-type activities — The Town charges a fee to customers to help it cover all or most of the cost of certain
services it provides. The Town’s water and sewer system is reported here.

Unaudited



Town of Langley, Oklahoma
Management’s Discussion and Analysis
For the Year Ended June 30, 2014

Reporting the Town’s Most Significant Funds
Fund Financial Statements

Our analysis of the Town’s major funds begins on page 8. The fund financial statements begin on page 14
and provide detailed information about the Town’s most significant funds—not the Town as a whole. The
Town’s two kinds of funds — governmental and proprietary - use different accounting approaches.

» Governmental Funds - Most of the Town’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 in future periods. 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 Town’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 Town’s programs. The relationship (or differences)
between governmental activities (reported in the Statement of Net Position and the Statement of
Activities) and governmental funds is reconciled in the financial statements of the Governmental
Funds.

» Proprietary Funds - When the Town charges customers for the services it provides, these services
are generally reported in proprietary funds. Proprietary funds are reported in the same way that all
activities are reported in the Statement of Net Position and the Statement of Activities. In fact, the
Town’s enterprise fund is the same as the business-type activities reported in the government-wide
statements, but more detail and additional information (such as the Statement of Cash Flows) is
provided in the fund financial statements.

Unaudited
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Town of Langley, Oklahoma

Management’s Discussion and Analysis
For the Year Ended June 30, 2014

THE TOWN AS A WHOLE

The Town’s Net Position is reported in the Statement of Net Position on page 11.

For the year ended June 30, 2014, the net assets for the Town’s Governmental and Business-type Activities

changed as follows:

Summary of Net Position

Governmental Activities Differences Business-type Activities Differences
6/30/2014 6/30/2013 6/30/2014 6/30/2013
Current Assets $ 215,758  $ 174,249  $ 41,509 19% 1,014,950 $ 1,041,242 $ (26,292) -3%
Restricted Assets 137,376 132,568 4,808 3% 141,494 139,824 1,670 1%
Capital Assets 1,583,346 1,629,441 (46,095) -3% 3,856,603 3,889,353 (32,750) -1%
Other Assets 195,246 189,441 5,805 3% - - -

Total Assets 2,131,726 2,125,699 6,027 0% 5,013,047 5,070,419 (57,373) -1%
Current Liabilities 18,539 17,379 1,160 6% 149,694 127,636 22,058 15%
Noncurrent Liabilities 146,633 171,817 (25,184) -17% 1,570,046 1,613,433 (43,387) -3%

Total Liabilities 165,172 189,196 (24,024)  -15% 1,719,740 1,741,069 (21,329) -1%
Net Investment in Capital Assets 1,436,713 1,457,624 (20,911) -1% 2,309,962 2,314,559 (4,597)

Net Position, Restricted 137,376 130,116 7,260 5% 100,424 100,424 -
Net Position, Unrestricted 392,465 348,763 43,702 11% 882,921 914,367 (31,446) -4%

Total Net Position $ 1,966,554 $ 1,936,503 § 30,051 2% 3,293,307 $ 3,329,350 $ (36,043) -1%

This reflects an increase of 2% for governmental activities and about a 1% decrease for business-type

activities.

Unaudited
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Town of Langley, Oklahoma
Management’s Discussion and Analysis

For the Year Ended June 30, 2014

Summary of Changes in Net Position

Governmental Activities Differences Business-type Activities Differences
6/30/2014 6/30/2013 6/30/2014 6/30/2013

Charges for services $ 32,359 $ 41,881 9,522) 29% $ 354,715 $ 281,376 73,339 21%

Grants and contributions 7,704 9,031 (1,327)  -17% 35,000 - 35,000 100%

Sales and use taxes 495,635 469,274 26,361 5% 433,584 404,056 29,528 7%

Other taxes 24,297 25,879 (1,582) 1% - - -

Franchise taxes 11,620 10,939 681 6% - - -

Other 22,561 17,294 5,267 23% 5,556 9,210 (3,654) -66%

Total Revenues 594,176 574,298 19,878 3% 828,855 694,642 134,213 16%
Expenses:

General Government 94,447 91,802 2,645 3% - - -

Town Management 48,145 48,952 (807) 2% - - -

Town Clerk 15,845 15,594 251 2%
Public Safety and Juciciary

Animal Control 66 194 (128) -194%

Town Attorney 5,220 860 4,360 84% - - -

Fire Department 69,289 89,394 (20,105) -29% - - -

Municipal Court 3,400 3,700 (300) 9% - - -

Police Department 223,675 215,780 7,895 4% - - -
Transportation:

Street & Alley 10,740 9,534 1,206 11% - - -
Culture, Parks and Recreation

Library 67,582 65,719 1,863 3%

Parks 25,716 14,844 10,872 42% - - -
Town Utilities - - 864,898 786,817 78,081 9%

Total Expenses: 564,125 556,373 7,752 1% 864,898 786,817 78,081 9%
Change in Net Position 30,051 17,925 12,126 40% (36,043) (92,175) 56,132 -156%
Net Position, Beginning 1,936,503 1,918,578 17,925 1% 3,329,350 3,421,525 (92,175) -3%
Net Position, Ending $ 1,966,554 $ 1,936,503 30,051 2% $ 3,293,307 $ 3,329,350 (36,043) -1%

Governmental Activities

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

Unaudited
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Town of Langley, Oklahoma
Management’s Discussion and Analysis
For the Year Ended June 30, 2014

Business-type Activities

In reviewing the departmental Net (Expense)/Revenue the PWA is showing a net operating loss of
$439,144. However this number does not reflect the income from grants, interest and sales tax. When
these income numbers are included, the PWA shows a net loss for the year of $36,043.

THE TOWN’S FUNDS

General Fund

The general fund balance sheet and statement of revenues, expenditures and changes in fund balances is
presented on pages 14-15 followed by a reconciliation to the government-wide statement on page 16.

General fund revenues of $594,176 included $531,552 or 89% in taxes, including sales tax, use tax,
franchise tax, occupational tax, motor vehicle collections, alcoholic beverage tax, tobacco tax and gasoline
tax.

Proprietary Fund
The proprietary fund statements are presented on pages 17-20. The proprietary fund reported a decrease in
net position of $36,043, resulting in a balance of net position as of June 30, 2014 of $3,293,306. The

proprietary fund Statement of Cash Flows on page 19 indicates a total net cash outflow for the year from all
proprietary activities of $33,317.

Unaudited
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Town of Langley, Oklahoma
Management’s Discussion and Analysis
For the Year Ended June 30, 2014

GENERAL FUND BUDGETARY HIGHLIGHTS

The Town’s budget is prepared according to Oklahoma law and is based on accounting for certain transactions on a
basis of cash receipts, disbursements and encumbrances.

During the fiscal year, the Town Council authorizes revisions to the original budget if necessary to accommodate
differences from the original budget to the actual expenditures of the Town. A schedule showing the Town’s original
and final budget amounts compared with amounts actually paid and received is provided on page 38.

In the General Fund, actual revenues were $73,122 more than budgeted and actual expenditures were held to $272,561
less than budgeted, resulting in a general fund balance carryover of $345,683.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2014, the Town had $8,558,209 invested in a broad range of capital assets, including land, buildings, fire
trucks, police cars, equipment and its water distribution and sewer systems. This amount represents an increase of

$153,409 from last year.

More information on the Town’s capital assets can be found in Note III D on page 34.

Unaudited
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Town of Langley, Oklahoma
Management’s Discussion and Analysis
For the Year Ended June 30, 2014

Debt Administration

At June 30, 2014, the Town had $1,760,066 in capital leases and notes payable outstanding, with $69,861 due within
one year.

Governmental Business-Type
Activities Activities Total
Capital Lease Obligations $ 146,633 $ - $ 146,633
Notes Payable - 1,613,433 1,613,433
Total $ 146,633 $ 1,613,433 $ 1,760,066

More information on the Town’s long-term debt can be found in Note III E on pages 35-36.

The Oklahoma Constitution limits the amount of general obligation debt that municipalities can issue for non-utility or
non-street purposes to no more than 10% of the net assessed valuation. For the year ending June 30, 2014, the Town
had no outstanding general obligation debt.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Town Council and management considered many factors when setting the fiscal year June 30, 2014 budget,
including economic trends and issues, trends in residential growth, and known information about State and Federal
grants.

Our Estimate of Needs for General Fund for the year ended June 30, 2014 is $805,454.

If revenue estimates are realized, we expect to maintain our General Fund balance at the same level as we ended the
current fiscal year.

CONTACTING THE TOWN’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a general overview of
the Town’s finances and to show the Town’s accountability for the money it receives. If you have questions about this
report or need additional financial information, contact the Town Clerk’s office at P.O. Box 760, Langley, OK 74350-
0760.

Unaudited
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Town of Langley, Oklahoma
Statement of Net Position
June 30, 2014

Governmental Business-Type
Activities Activities Total

ASSETS
Current Assets:

Cash and Cash Equivalents 165,758.23  $ 639,568.16 805,326.39

Investments 50,000.00 339,855.09 389,855.09

Accounts Receivable - 29,331.85 29,331.85

Due from Other Governments 192,493.00 - 192,493.00

Prepaid Expenses 2,753.07 6,194.25 8,947.32

Total Current Assets 411,004.30 1,014,949.35 1,425,953.65

Noncurrent Assets:

Restricted Assets:

Cash and Cash Equivalents - 141,493.86 141,493.86
Deposit with Third Party Administrator 137,375.42 - 137,375.42
Capital Assets:

Property, Plant and Equipment, net 1,583,346.06 3,856,603.02 5,439,949.08

Total Noncurrent Assets 1,720,721.48 3,998,096.88 5,718,818.36

TOTAL ASSETS 2,131,725.78 5,013,046.23 7,144,772.01

LIABILITIES

Current Liabilities:
Accounts Payable 8,863.87 39,735.61 48,599.48
Payroll Taxes and Withholding Payable 3,171.09 6,137.34 9,308.43
Accrued Interest 6,503.89 19,363.90 25,867.79
Payable from Restricted Assets:

Meter Deposits Payable - 41,070.00 41,070.00
Current Portion of Notes Payable - 43,387.00 43,387.00
Current Portion of Capitalized Lease Obligation 26,474.20 - 26,474.20

Total Current Liabilities 45,013.05 149,693.85 194,706.90
Noncurrent Liabilities:
Notes Payable - 1,570,046.00 1,570,046.00
Capital Lease Obligation 120,158.81 - 120,158.81
Total Noncurrent Liabilities: 120,158.81 1,570,046.00 1,690,204.81
TOTAL LIABILITIES 165,171.86 1,719,739.85 1,884,911.71
NET POSITION
Net Investment in Capital Assets 1,436,713.05 2,243,170.02 3,679,883.07
Restricted 137,375.42 100,423.86 237,799.28
Unrestricted 392,465.45 949,712.50 1,342,177.95
TOTAL NET POSITION 1,966,553.92 $ 3,293,306.38 $ 5,259,860.30

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Town of Langley, Oklahoma
Statement of Activities
For the Year Ended June 30, 2014

Program Revenues

Charges Operating Capital Net
for Grants and Grants and (Expense)/
Functions/Programs Expenses Services Contributions Contributions Revenue

Governmental Activities:
General Government:

Managerial 48,144.54  $ 855.00 $ - $ - $ (47,289.54)

City Clerk/Treasurer 15,844.86 - - - (15,844.86)

Maintenance and Operation 92,658.32 - - - (92,658.32)

Capital Outlay 1,788.33 - - - (1,788.33)

Total General Government 158,436.05 855.00 - - (157,581.05)
Public Safety and Judiciary:

City Attorney 5,220.00 - - - (5,220.00)

Fire 69,288.82 4,437.13 4,473.98 - (60,377.71)

Municipal Court 3,400.00 - - - (3,400.00)

Police 223,675.39 27,016.92 - - (196,658.47)

Total Public Safety and Judiciary 301,584.21 31,454.05 4,473.98 - (265,656.18)
Transportation:

Street and Alley 10,739.90 - - - (10,739.90)
Culture, Parks and Recreation:

Animal Control 66.03 50.00 - - (16.03)

Parks 25,715.74 - - - (25,715.74)

Library 67,582.41 1,700.00 3,230.00 - (62,652.41)

Total Culture, Parks & Recreation 93,364.18 1,750.00 3,230.00 - (88,384.18)

Total Governmental Activities 564,124.34 34,059.05 7,703.98 - (522,361.31)
Business-Type Activities:

Utilities 864,898.22 354,715.10 - 35,000.00 (475,183.12)

Total 1,429,022.56  $ 388,774.15  $ 7,703.98 $ 35,000.00 $ (997,544 .43)

The accompanying Notes to the Financial Statements are an integral part of this statement.

(continued)
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Town of Langley, Oklahoma
Statement of Activities (continued)
For the Year Ended June 30, 2014

Changes in Net Position:

Net (Expense)/Revenue
General Revenues:
Taxes:
Sales and Use Taxes
Franchise and Public Service Taxes
Motor Vehicle Collections
Alcoholic Beverage Tax
Gasoline Tax
Tobacco Tax
Investment Income
Sale/Rent of Property
Other Income
Reimbursements
Total General Revenues and Transfers

Change in Net Position

Net Position, Beginning of Year
Net Position, End of Year

Governmental Business-Type
Activities Activities

Total

$ (522,361.31) $  (475,183.12)

$  (997,544.43)

495,634.61 433,584.04 929,218.65
11,620.29 - 11,620.29
6,318.44 - 6,318.44
6,155.45 - 6,155.45
1,505.97 - 1,505.97
10,316.81 _ 10,316.81
273.95 1,977.77 2,251.72
1,025.00 _ 1,025.00
11,924.12 3,577.84 15,501.96
7,638.02 _ 7,638.02
552,412.66 439,139.65 991,552.31
30,051.35 (36,043.47) (5,992.12)
1,936,502.57 3,329,349.85 5,265,852.42

$ 1,966,553.92 $§ 3,293,306.38

$ 5,259,860.30

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Town of Langley, Oklahoma
Balance Sheet — Governmental Funds
June 30, 2014

General
Fund
ASSETS
Cash and Cash Equivalents 165,758.23
Investments 50,000.00
Deposit with Third Party Administrator 137,375.42
Due from Other Governments 192,493.00
Prepaid Expenses 2,753.07
TOTAL ASSETS 548,379.72
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable 8,863.87
Payroll Taxes and Withholdings Payable 3,171.09
Total Liabilities 12,034.96
Fund Balances:
Cash Fund Balance, Unassigned 398,969.34
Cash Fund Balance, Assigned 137,375.42
Total Fund Balances 536,344.76
TOTAL LIABILITIES AND FUND BALANCES 548,379.72
Reconciliation to the Statement of Net Position
Total Governmental Funds Balance 536,344.76
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 as assets in governmental funds. The cost of the assets is $2,108,460.80
and the accumulated depreciation is $525,114.74 for a net book value of $1,583,346.06 . 1,583,346.06
Long-term liabilities, including capitalized lease obligations, are not due and payable in the
current period and therefore are not reported as liabilities in the funds. Long-term liabilities
at year-end consist of:
Accrued Interest Payable (6,503.89)
Capitalized Lease Obligations Payable (146,633.01)
Net Position of Governmental Activities $ 1,966,553.92

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Town of Langley, Oklahoma
Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds
For the Year Ended June 30, 2014

General
Fund
Revenues:
Taxes 531,551.57
Grants 7,703.98
Charges for Services 7,042.13
Fines and Forfeitures 27,016.92
Investment Income 273.95
Reimbursements 7,638.02
Sale/Lease of Property 1,025.00
Other Revenue 11,924.12
Total Revenues 594,175.69
Expenditures:
General Government:
City Clerk/Treasurer 15,844.86
Managerial 48,144 .54
Maintenance and Operation 84,312.10
Capital Outlay 3,788.33
Public Safety and Judiciary:
City Attorney 5,220.00
Fire 57,478.67
Municipal Court 3,400.00
Police 232,325.78
Transportation:
Street and Alley 10,739.90
Parks and Recreation:
Animal Control 66.03
Parks 19,339.98
Library 63,665.12
Total Expenditures 544.325.31
Net Change in Fund Balance 49,850.38
Fund Balance, Beginning of Year 486,494.38
Fund Balance, End of Year 536,344.76

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Town of Langley, Oklahoma
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures
and Changes in Fund Balances to the Government-Wide Statement of Activities
For the Year Ended June 30, 2014

Net Change in Fund Balances - Governmental Funds $ 49,850.38

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

In the governmental funds, capital outlays are reported as expenditures while in the
government-wide statement of activities, depreciation expense is reported to allocate those
expenditures over the life of the assets.
Capital asset purchases 22,843.28
Depreciation expense (68,938.43)

Repayment of debt principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the government-wide statements.

Accrued Interest Payable 1,112.17
Capital lease obligation principal payments 25,183.95
Change in Net Position of Governmental Activities $ 30,051.35

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Town of Langley, Oklahoma
Statement of Net Position - Proprietary Fund
June 30, 2014

Utilities Authority
Enterprise Fund

ASSETS
Current Assets:
Cash and Cash Equivalents $ 639,568.16
Investments 339,855.09
Accounts Receivable 29,331.85
Prepaid Expenses 6,194.25
Total Current Assets 1,014,949.35
Noncurrent Assets:
Restricted Assets:
Cash and Cash Equivalents 141,493.86
Capital Assets:
Property, Plant and Equipment, net of Accumulated Depreciation 3,856,603.02
Total Noncurrent Assets 3,998,096.88
TOTAL ASSETS 5,013,046.23
LIABILITIES
Current Liabilities:
Accounts Payable 39,735.61
Payroll Taxes and Withholdings Payable 6,137.34
Accrued Interest 19,363.90
Payable from Restricted Assets:
Meter Deposits Payable 41,070.00
Current Portion of Notes Payable 43,387.00
Total Current Liabilities 149,693.85
Noncurrent Liabilities:
Notes Payable 1,570,046.00
TOTAL LIABILITIES 1,719,739.85
NET POSITION
Net Investment in Capital Assets 2,243,170.02
Restricted 100,423.86
Unrestricted 949,712.50
TOTAL NET POSITION $ 3,293,306.38

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Town of Langley, Oklahoma

Statement of Revenues, Expenses and Changes in Net Position — Proprietary Funds

Operating Revenues:
Utility Revenue
Other Revenues
Total Operating Revenues

Operating Expenses:

Salaries and Benefits

Depreciation & Amortization

Utilities and Telephone

Insurance

Supplies

Maintenance and Repairs

Other Expenses

Professional Fees

Water Purchased

Truck Expense

Licenses and Permits

Uniforms

Capital Outlay

Office Supplies and Postage
Total Operating Expenses

Operating Income (Loss)

For the Year Ended June 30, 2014

Non-Operating Revenues (Expenses):

Interest Income
Sales Tax Income
Grants

Interest Expense

Total Non-Operating Revenues (Expenses)

Change in Net Position

Net Position, Beginning of Year

Net Position, End of Year

Utilities Authority
Enterprise Fund

$ 354,715.10
3,577.84

358,292.94

160,229.00
165,615.68
38,701.34
78,960.79
140,340.77
86,863.37
32,206.64
24,799.05
2,065.30
9,314.92
18,162.65
3,557.30
34,044.57
2,575.89

797,437.27

(439,144.33)

1,977.77

433,584.04

35,000.00
(67,460.95)

403,100.86

(36,043.47)

3,329,349.85

$ 3,293,306.38

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Town of Langley, Oklahoma
Statement of Cash Flows - Proprietary Fund
For the Year Ended June 30, 2014

Cash Flows from Operating Activities
Cash Inflows:
Payments Received from Customers
Other Income
Meter Deposits Received
Total Cash Provided
Cash Outflows:
Payments for Salaries and Benefits
Payments for Goods and Services
Meter Deposits Refunded
Total Cash Used
Net Cash Provided (Used) by Operating Activities

Cash Flows from Non-Capital Financing Activities
Sales Tax from Town

Cash Flows from Capital and Related Financing Activities
Grant Income
Purchase of Capital Assets
Principal Paid on Capital Debt
Interest Paid on Capital Debt
Net Cash Provided (Used) by Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest

Net Cash Inflow (Outflow) from All Activities

Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

Unrestricted
Restricted
Cash and Cash Equivalents, End of Year

Utilities Authority
Enterprise Fund

$ 347,048.63
3,577.84
7,226.84

357,853.31

158,149.09
454,483.39
5,556.84

618,189.32

(260,336.01)

433,584.04

35,000.00
(132,866.16)
(42,226.00)
(68,298.28)

(208,390.44)

1,825.79

(33,316.62)

814,378.64

$ 781,062.02

$ 639,568.16
141,493.86

$ 781,062.02

(continued)

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Town of Langley, Oklahoma
Statement of Cash Flows — Proprietary Fund (continued)
For the Year Ended June 30, 2014

Utilities Authority
Enterprise Fund

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities:

Operating Income (Loss) $ (439,144.33)
Depreciation 165,615.68
(Increase) Decrease in:
Accounts Receivable (7,666.47)
Prepaid Expenses (875.47)
Increase (Decrease) in:
Accounts Payable 17,984.67
Payroll Taxes and Withholdings Payable 2,079.91
Meter Deposits Payable 1,670.00
Net Cash Provided (Used) by Operating Activities $ (260,336.01)

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Notes to the Financial Statements
For the Year Ended June 30, 2014

Summary of Significant Accounting Policies

The following notes to the financial statements are an integral part of the Town’s financial statements.

The Town’s financial statements are prepared in accordance with accounting principles generally accepted in the United
States of America (GAAP) as applied to local government units. Generally accepted accounting principles include all
relevant Governmental Accounting Standards Board (GASB) pronouncements. As permitted by generally accepted
accounting principles, in the government-wide Statement of Net Position and Statement of Activities, the Town has
elected to apply only applicable FASB Statements and Interpretations issued on or before November 30, 1989, that do
not contradict GASB pronouncements in its accounting and reporting practices. Proprietary funds also apply the same
principles. The accounting and reporting framework and the more significant accounting policies are discussed in
subsequent sections of this Note.

A. Reporting Entity

The Town’s financial reporting entity is comprised of the following:

Primary Government: Town of Langley

Blended Component Unit: Langley Public Works Authority
In determining the financial reporting entity, the Town complies with the provisions of Governmental Accounting
Standards Board Statement No. 14, “The Financial Reporting Entity” and includes all component units of which the
Town appointed a voting majority of the units’ board and the Town is either able to impose its will on the unit or a
financial benefit or burden relationship exists.
Blended Component Units
Blended component units are separate legal entities that meet the component unit criteria described above and whose
governing body is the same or substantially the same as the Town Council or the component unit provides services
entirely to the Town. The component unit’s fund is blended into those of the Town’s by appropriate activity type to

comprise the primary government presentation.

Component units that are blended into the reporting activity types of the Town’s reports are presented below:

Component Unit Brief Description/Inclusion Criteria Reporting
Langley Public Created to finance, develop and operate the water Enterprise Fund
Works Authority and sewer services activities.

Discretely Presented Component Units

Discretely presented component units are separate legal entities that meet the component unit criteria described
above but do not meet the criteria for blending. Currently, the Town has no discretely presented component units.
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Notes to the Financial Statements
For the Year Ended June 30, 2014

I. Summary of Significant Accounting Policies (continued)

B. Basis of Presentation

Government-Wide Financial Statements

The statement of net position and the statement of activities display information about the reporting government as a
whole. They include all funds of the reporting entity except for fiduciary funds. The statements distinguish
between governmental and business-type activities. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other nonexchange revenues. Business-type activities are financed in whole or in
part by fees charged to external parties for goods or services.

Fund Financial Statements

Fund financial statements of the reporting entity are organized into funds each of which is considered to be separate
accounting entities. Each fund is accounted for by providing a separate set of self-balancing accounts which
constitute its assets, liabilities, fund equity, revenues and expenditure/expenses. Funds are organized into three
major categories: governmental, proprietary and fiduciary. An emphasis is placed on major funds within the
governmental and proprietary categories. A fund is considered major if it is the primary operating fund of the
Town or meets the following criteria:

a. Total assets, liabilities, revenues or expenditure/expenses of that individual governmental or enterprise fund
are at least 10 percent of the corresponding total for all funds of that category or type, and
b. Total assets, liabilities, revenues or expenditure/expenses of that individual governmental fund or enterprise
fund are at least 5 percent of the corresponding total for all governmental and enterprise funds combined.
The funds of the financial reporting entity are described below:
Governmental Funds

General Fund

The General Fund is the primary operating fund of the Town and always classified as a major fund. It is used to
account for all activities except those legally or administratively required to be accounted for in other funds.

Proprietary Fund

Enterprise Fund

Enterprise funds are used to account for business-like activities provided to the general public. These activities are
financed primarily by user charges and the measurement of financial activity focuses on net income measurement

similar to the private sector. The reporting entity includes the following enterprise fund:

Langley Public Works Authority  Accounts for activities of the public trust in providing water and sewer
services to the public.
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I. Summary of Significant Accounting Policies (continued)

B. Basis of Presentation (continued)

The funds of the financial reporting entity are described below (continued):
Major and Non-Major Funds

Major: General Fund
Proprietary Fund: Langley Public Works Authority

Non-Major:  None

C. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe “which” transactions are recorded within the various financial
statements. Basis of accounting refers to “when” transactions are recorded regardless of the measurement focus
applied.

Measurement Focus

In the government-wide Statement of Net Position and Statement of Activities, both governmental and business-like
activities are presented using the economic resources measurement focus as defined in item b. below.

a. All governmental funds utilize a “current financial resources” measurement focus. Only current financial
assets and liabilities are generally included on their balance sheets. Their operating statements present
sources and uses of available spendable financial resources during a given period. These funds use fund
balance as their measure of available spendable financial resources at the end of the period.

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

c. Agency funds are not involved in the measurement of results of operations; therefore, measurement focus is
not applied to them.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities, both governmental and business-like
activities are presented using the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the liability is incurred or economic asset used. Revenues,
expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like transactions are recognized
when the exchange takes place.

In the fund financial statements, governmental funds and agency funds are presented on the modified accrual basis
of accounting. Under this modified accrual basis of accounting, revenues are recognized when “measurable and
available.” Measurable means knowing or being able to reasonably estimate the amount. Available means
collectible within the current period or soon enough thereafter to pay current liabilities. Expenditures (including
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I. Summary of Significant Accounting Policies (continued)

C. Measurement Focus and Basis of Accounting (continued)

Basis of Accounting (continued)

capital outlay) are recorded when the related fund liability is incurred, except for general obligation bond principal
and interest which are reported when due.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the liability is incurred or economic asset used.

D. Assets, Liabilities and Equity

Cash and Investments

For the purpose of the Statement of net position, “cash, including time deposits” includes all demand, savings
accounts and certificates of deposit of the Town. For the purposes of the proprietary fund Statement of Cash Flows,
“cash and cash equivalents” includes all demand and savings accounts, and certificates of deposit or short-term
investments with an original maturity of three months or less.

Encumbrances

Encumbrance accounting, under which purchase orders, contract, and other commitments for the expenditure of
funds are recorded in order to reserve that portion of the applicable appropriations, is employed in the governmental
funds.

Inventories and Prepaids

Inventories in governmental funds consist of expendable supplies held for consumption stated on a first-in, first-out
basis. They are reported at cost, which is recorded as an expenditure at the time individual inventory items are used.
Proprietary funds and similar component unit inventories are recorded at the lower of cost or market on a first-in,
first-out basis. The Town has not maintained inventory records; however, the value of inventory on hand at June 30,
2014 is not believed to be material.

Deposits with Third-Party Administrator

Certain sales tax revenues designated for the Fire Department are received and disbursed by the Mayes County
Clerk. For the year ended June 30, 2014, $55,571.97 was received and $38,666.64 was disbursed by Mayes
County on behalf of the Town of Langley Fire Department. The cash fund balance as of June 30, 2014 was
$137,375.42.

Receivables
In the government-wide statements, receivables consist of all revenues earned at year-end and not yet received.

Major receivable balances for the governmental activities include sales and use taxes and franchise taxes. Business-
type activities report water charges as its major receivable.
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Town of Langley, Oklahoma
Notes to the Financial Statements
For the Year Ended June 30, 2014

Summary of Significant Accounting Policies (continued)

D. Assets, Liabilities and Equity (continued)

Receivables (continued)

In the fund financial statements, material receivables in governmental funds include revenue accruals such as sales
tax, franchise tax and other intergovernmental revenues since they are usually both measurable and available. Non-
exchange transactions collectible but not available are deferred in the fund financial statements in accordance with
modified accrual, but not deferred in the government-wide financial statements in accordance with the accrual basis
of accounting. Interest and investment earnings are recorded when earned only if paid within 60 days since they
would be considered both measurable and available. Proprietary fund material receivables consist of all revenues
earned at year-end and not yet received. Ultility accounts receivable comprise the majority of proprietary fund
receivables.

Fixed Assets

The accounting treatment over property, plant and equipment (fixed assets) depends on whether the assets are used
in governmental fund operations or proprietary fund operations and whether they are reported in the government-
wide or fund financial statements.

Government-Wide Statements

In the government-wide financial statements, fixed assets are accounted for as capital assets. All fixed assets are
valued at historical cost or estimated historical cost if actual is unavailable, except for donated fixed assets which are
recorded at their estimated fair value at the date of donation.

Depreciation of all exhaustible fixed assets is recorded as an allocated expense in the Statement of Activities, with
accumulated depreciation reflected in the Statement of net position. Depreciation is provided over the assets’
estimated useful lives using the straight-line method of depreciation.

Fixed assets are defined by the City as assets with an initial, individual cost of more than $2,500 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. Donated capital assets are reported at estimated fair market value at the date of donation.

Management determines on an item-by-item basis whether to capitalize or expense.

The range of estimated useful lives by type of asset is as follows:

Buildings 20-60 years
Improvements 20-60 years
Machinery and Equipment 3-20 years

Utility System 20-60 years

Infrastructure 20-60 years
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Notes to the Financial Statements
For the Year Ended June 30, 2014

Summary of Significant Accounting Policies (continued)

D. Assets, Liabilities and Equity (continued)

Fixed Assets (continued)
Fund Financial Statements

In the fund financial statements, fixed assets used in governmental fund operations are accounted for as capital
outlay expenditures of the governmental fund upon acquisition. Fixed assets used in proprietary fund operations are
accounted for the same as in the government-wide statements.

Restricted Assets

Restricted assets include cash and investments of the proprietary fund that are legally restricted as to their use.
Restricted assets include funds on deposit representing utility customer meter deposits which are refundable to the
customer and funds on deposit required to be reserved by terms of promissory notes.

Long-Term Debt

The accounting treatment of long-term debt depends on whether the assets are used in governmental fund operations
or proprietary fund operations and whether they are reported in the government-wide or fund financial statements.

All long-term debt to be repaid from governmental and business-type resources is reported as liabilities in the
government-wide statements. The long-term debt consists primarily of note payable and capitalized lease
obligations.

Long term debt for governmental funds is not reported as a liability in the fund financial statements. The debt
proceeds are reported as revenue and payments of principal and interest are reported as expenditures. The
accounting for long-term debt of the proprietary fund is the same in the fund statements as it is in the government-
wide statements.

Compensated Absences

The Town’s policies regarding vacation time permit employees to accumulate earned but unused vacation leave.
The liability for these compensated absences (when material) is recorded as long-term debt in the government-wide
financial statements. The current portion of this debt is estimated based on historical trends. In the fund financial
statements, governmental funds report only the compensated absence liability payable from expendable available
financial resources, while the proprietary funds report the liability as it is incurred

Recent Accounting Pronouncements

In June 2012, the GASB approved Statement No. 67, Financial Reporting for Pension Plans (Statement 67). This
statement replaces the requirements of Statements No. 25, Financial Reporting for Defined Benefit Pension Plans
and Note Disclosures for Defined Contribution Plans, and No. 50, Pension Disclosures, as they relate to pension
plans that are administered through trusts or equivalent arrangements that meet certain criteria. Statement 67
requires accounting and financial reporting for the activities of pension plans that are administered through trusts
that have the following characteristics:
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Summary of Significant Accounting Policies (continued)

D. Assets, Liabilities and Equity (continued)

Recent Accounting Pronouncements (continued)

e Contributions from employers and nonemployer contributing entities to the pension plan and earnings on
those contributions are irrevocable.

e Pension plan assets are dedicated to providing pensions to plan members in accordance with the benefit
terms.

o Pension plan assets are legally protected from the creditors of employers, nonemployer contributing entities,
and the pension plan administrator. If the plan is a defined pension plan, plan assets also are legally
protected from creditors of the plan members.

The provisions of Statement 67 are effective for fiscal years beginning after June 15, 2013. The Government has
determined not to implement Statement 67 at this time.

In June 2012, the GASB approved Statement No. 68, Accounting and financial reporting for Pensions (Statement
68). This Statement replaces the requirements of Statement No. 27, Accounting for Pensions by State and Local
Governmental Employers and Statement No. 50, Pension Disclosures, as they relate to governments that provide
pensions through pension plans administered as trusts or similar arrangements that meet certain criteria. Statement
68 requires governments providing defined benefit pensions to recognize their long-term obligation for pension
benefits as a liability for the first time, and to more comprehensively and comparably measure the annual costs of
pension benefits.

Governmental employers participating in a cost-sharing plan will also be required to report a net pension liability,
pension expense and pension-related assets and liabilities based on their proportionate share of the collective
amounts for all governments in the plan. All governments participating in the defined benefit pension plan would
also have the following in their not disclosures:

Descriptions of the plan and benefits provided

Significant assumptions employed in the measurement of the net pension liability

Descriptions of benefit changes and changes in assumptions

Assumptions related to the discount rate and impact on the total pension liability of a 1 percentage point
increase and decrease in the discount rate

e Net pension assets and liabilities

The provisions of Statement 68 are effective for fiscal years beginning after June 15, 2014. The Government is
currently evaluating the effects of this statement on its financial statements.

Equity Classifications

Net Position/Fund Balance

In the government-wide financial statement, net assets represent the difference between assets and liabilities. Net
assets invested in capital assets, net of related debt, consists of capital assets, reduced by the outstanding balances of

any borrowing used for the acquisition, construction, or improvement of those assets. Net assets are reported as
restricted when limitations on their use change the nature or normal understanding of the availability of the asset.
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I. Summary of Significant Accounting Policies (continued)

D. Assets, Liabilities and Equity (continued)

Equity Classifications (continued)
Net Position/Fund Balance (continued)

Such constraints are either externally imposed by creditors, contributors, grantors, laws or other governments, or
are imposed by law through constitutional provisions or enabling legislation.

In the fund financial statements, governmental funds report the hierarchy of fund balances. The hierarchy is based
primarily on the degree of spending constraints places on the use of resources for specific purposes versus
availability of appropriation. An important distinction that is made in reporting fund balance is between amounts
that are considered nonspendable (i.e, fund balance associated with assets that are not in spendable form, such as
inventories or prepaid items, long-term portions of loans and notes receivable, or items that are legally required to
be maintained intact (such as the corpus of a permanent fund)) and those that are spendable (such as fund balance
associated with cash, investments or receivables).

Amounts in the spendable fund balance category are further classified as restricted, committed, assigned or
unassigned, as appropriate.

Restricted fund balance represents amounts that are constrained either externally by creditors (such as debt
covenants), grantors, contributors, or laws and regulations of other governments; or by law through constitutional
provision or enabling legislation.

Committed fund balance represents amounts that are usable only for specific purposes by formal action of the
government’s highest level of decision making authority. Such amounts are not subject to legal enforceability (like
restricted amounts), but cannot be used for any other purpose unless the government removes or changes by taking
action similar to that which imposed the commitment. The Town’s Board of Trustees is the highest level of decision
making authority of the Town.

Assigned fund balance represents amounts that are intended to be used for specific purposes but are neither
restricted nor committed. Intent is expressed by the governing body itself, or a subordinated high-level body or
official who the governing body has delegated the authority to assign amounts to be used for specific purposes.
Assigned fund balances includes all remaining spendable amounts (except negative balances) that are reported in
governmental funds other than the general fund, that are neither restricted nor committed, and amounts in the
general fund that are intended to be used for specific purpose in accordance with the provisions of the standard.

Unassigned fund balance is the residual classification for the general fund. It represents the amounts that have not
been assigned to other funds, and that have not been restricted, committed, or assigned to specific purposes within
the general fund.

Resource Use Policy

It is in the Town’s policy for all funds that when an expenditure/expense is incurred for purposes for which both
restricted and unrestricted resources, including fund balances, are available, the Town considers the restricted
amounts to be spent first before any unrestricted amounts are used. Furthermore, it is the Town’s policy that when
an expenditure/expense is incurred for purposes for which committed, assigned or unassigned resources, including
fund balances, are available, the Town considers committed, amounts to be spent first, followed by assigned
amounts, and lastly, unassigned amounts.
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Summary of Significant Accounting Policies (continued)

E. Revenues, Expenditures and Expenses

Sales Tax

The Town presently levies a sales tax on taxable sales within the Town. The sales tax is collected by the Oklahoma
Tax Commission and remitted to the Town in the month following receipt by the Tax Commission. The Tax
Commission receives the sales tax approximately one month after collection by vendors. The sales tax is recorded
entirely in the General Fund. Sales taxes collected by the State in June and July (which represent sales for May and
June) and received by the Town in July and August have been accrued and are included under the caption “Due
from other governments.”

Use Tax

The Town levies a use-tax on personal property purchased outside the town limits but stored, used or consumed
within the town. The use tax is collected by the Oklahoma Tax Commission and remitted to the Town in the month
following receipt by the Tax Commission, which is one month after the tax is received from the vendors. The use
taxes are allocated entirely to the General Fund. Use taxes collected by the State in June and July and received by
the Town in July and August are included under the caption “Due from other governments.”

Operating Revenues and Expenses

Operating revenues and expenses for proprietary funds are those that result from providing services and producing
and delivering goods and/or services. It also includes all revenue and expenses not related to capital and related
financing, noncapital financing or investing activities.

Expenditures/Expenses

In the government-wide financial statements, expenses are classified by function for both governmental and
business-type activities.

In the fund financial statements, expenditures are classified as follows:
Governmental Funds — By Character: Current (further classified by function), Debt Service, Capital Outlay
Proprietary Funds - By Operating and Non-Operating

In the fund financial statements, governmental funds report expenditures of financial resources. Proprietary funds
report expenses relating to use of economic resources.

Interfund Transfers
Permanent re-allocations of resources between funds of the reporting entity are classified as interfund transfers. For

the purposes of the statement of activities, all interfund transfers between individual governmental funds have been
eliminated.
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II. Stewardship, Compliance and Accountability

By its nature as a local government unit, the Town and its component unit are subject to various federal, state and local
laws and contractual regulations. An analysis of the Town’s compliance with significant laws and regulations and
demonstration of its stewardship over Town resources follows.

A. Fund Accounting Requirements

The Town complies with all state and local laws and regulations requiring the use of separate funds. The legally
required funds used by the Town include the following:

Fund Required By
Public Works Authority Fund Trust Indenture

B. Deposit and Investments Laws and Regulations

In accordance with state law, all uninsured deposits of municipal funds in financial institutions must be secured with
acceptable collateral valued at the lower of market or par. Acceptable collateral includes certain U.S. Government
or Government Agency securities, certain State of Oklahoma or political subdivision debt obligations or surety
bonds. As required by 12 U.S.C.A., Section 1823(e), all financial institutions pledging collateral to the Town must
have a written collateral agreement approved by the board of directors or loan committee. As reflected in note III
A., all deposits were fully insured or collateralized.

Investments of the Town (excluding Public Trusts) whose population exceeds 3,000 according to the latest census
information are limited by state law to the following:

a. Direct obligations of the U.S. government or its agencies or instrumentalities to which the full faith and
credit of the U.S. Government is pledged, or obligations to the payment of which the full faith and credit of
the State of Oklahoma is pledged.

b. Certificates of deposit or savings accounts that are either insured or secured with acceptable collateral with
in-state financial institutions, and fully insured certificates of deposit or savings accounts in out-of-state
financial institutions.

c. With certain limitation, negotiable certificates of deposit, prime bankers acceptances, prime commercial
paper and repurchase agreements with certain limitations.

d. County, municipal or school district tax supported debt obligations, bond or revenue anticipation notes,
money judgments, or bond or revenue anticipation notes of public trusts whose beneficiary is a county,
municipality or school district.

e. Notes or bonds secured by mortgage or trust deed insured by the Federal Housing Administrator and
debentures issued by the Federal Housing Administrator and in obligation of national mortgage associations.

f.  Money market funds regulated by the SEC and in which investments consist of the investments mentioned
in the previous paragraphs a., b., c., and d.
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II. Stewardship, Compliance and Accountability (continued)

B. Deposit and Investments Laws and Regulations (continued)

Public trusts created under O.S. Title 60 are not subject to the above noted investment limitations and are primarily
governed by any restrictions in their trust or bond indentures. For the year ended June 30, 2014, the Town and its
public trusts complied, in all material respects, with these investment restrictions.

C. Revenue Restrictions

The Town has various restrictions placed over certain revenue sources from state or local requirements. The
primary restricted revenue sources include:

Revenue Source Legal Restrictions of Use
Special Sales Tax Fire Department Purposes
Gasoline Excise Tax Street and Alley Purposes
Commercial Vehicle Tax Street and Alley Purposes
Water and Sewer Revenue Debt Service and Utility Operations

For the year ended June 30, 2014, the Town complied, in all material respects, with these revenue restrictions.

D. Debt Restrictions and Covenants

General Obligation Debt

Article 10, Sections 26 and 27 of the Oklahoma Constitution limits the amount of outstanding general obligation
bonded debt of the municipality for non-utility or non-street purposes to no more than 10% of net assessed
valuation. For the year ended June 30, 2014, the Town had no outstanding general obligation debt.

Other Long-Term Debt

Except as noted in the following paragraph, as required by the Oklahoma State Constitution, the Town (excluding
Public Trusts) may not incur any indebtedness that would require payment from resources beyond the current fiscal
year revenue, without first obtaining voter approval. For the year ended June 30, 2014, the Town incurred no such
indebtedness.

Notes Payable

The various loan agreements relating to the notes payable issuances of Langley Public Works Authority contain
some financial restrictions or covenants. These include covenants such as the required reserve account balances.
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II. Stewardship, Compliance and Accountability (continued)

D. Debt Restrictions and Covenants (continued)

The following schedule presents a brief summary of the most significant requirements and the Authority’s level of
compliance thereon as of June 30, 2014.

Requirement Level of Compliance
Reserve Account Requirement
(OWRB Loan Agreements)
Account balances should be equal to $100,423.86 Account balances at June 30, 2014 are $100,500.11

The Langley Public Works Authority has over funded the reserve account by $76.25.
Meter Deposits Payable
The Langley Public Works Authority is required to have reserved funds available for the amount of meter deposits

held. The following is a brief summary of the requirements and the Authority’s level of compliance thereon as of
June 30, 2014.

Requirement Level of Compliance
Reserve Account Requirement
Account balance should be equal to the Account balance at June 30, 2014 is $71,126.39.

total meter deposits payable of $41,070.
The Langley Public Works Authority has over funded the reserve account by $30,056.39.

E. Fund Equity Restrictions

Deficit Prohibition

Title 11, Section 17-211 of the Oklahoma Statutes prohibits the creation of a deficit fund balance in any individual
fund. The Town complied with this statute in all material respects for the year ended June 30, 2014.

III. Detailed Notes on Transaction Classes/Accounts

A. Cash and Investments

Authorized Investments

Town policy for eligible investments is governed by State statutes which, in general, allow the Town to invest in
obligations of the United States and insured or collateralized Certificate of Deposits. Investment income is recorded
in the fund in which it is earned.

Custodial Credit Risk — Deposits: Custodial credit risk is the risk that in the event of a bank failure, the Town’s
deposits may not be returned to it. The Town’s cash deposits are maintained in financial institutions. As of June
30, 2014 $50,077.60 of the Public Works Authority’s deposits were exposed to custodial credit risk.




33
Town of Langley, Oklahoma
Notes to the Financial Statements

For the Year Ended June 30, 2014

III. Detailed Notes on Transaction Classes/Accounts (continued)

A. Cash and Investments (continued)

Interest rate risk: This is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally the longer the maturity of an investment the greater the sensitivity of its fair value to changes
in market interest rates. The Town does not have a formal investment policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates.

B. Restricted Assets

The amounts reported as restricted assets are comprised of cash held in trust on behalf of the Public Works
Authority related to their required note payable reserve account and amounts held in trust for customer utility meter
deposits.

The restricted assets as of June 30, 2014 are as follows:

Meter Deposits $ 41,070.00
Reserve Accounts 100,423.86
Total $ 141,493.86

C. Accounts Receivable

Accounts receivable of the governmental activities consists of franchise tax, occupation tax, sales tax (including fire
department funds held at the county), motor vehicle collections and gasoline tax, and alcoholic beverage tax.
Accounts receivable of the business-type activities consists of utilities receivable.

Accounts receivable as of June 30, 2014 is as follows:

Governmental Business-Type
Activities Activities Total
Total $ 192,493.00 $ 29,331.85 $ 221,824.85
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III. Detailed Notes on Transaction Classes/Accounts (continued)

D. Capital Assets

Capital asset activity for the year was as follows:

Balance Balance
June 30, 2013 Additions Disposals June 30, 2014
Governmental Activities:
Non-depreciable assets:
Land $ 550,237.12 $ 2,000.00 $ - 552,237.12
Depreciable assets:
Buildings/Improvements 638,164.72 10,870.00 - 649,034.72
Machinery and Equipment 897,215.68 9,973.28 - 907,188.96
Total Depreciable Assets 1,535,380.40 20,843.28 - 1,556,223.68
Accumulated Depreciation (456,176.31) (68,938.43) - (525,114.74)
Net DepreciableAssets 1,079,204.09 (48,095.15) - 1,031,108.94
Net Capital Assets $ 1,629,441.21 $ (46,095.15) $ - 1,583,346.06
Business-Type Activities:
Non-depreciable assets:
Land $ 110,364.10 $ - $ - 110,364.10
Construction in Progress - 75,023.38 - 75,023.38
Total Non-depreciable assets 110,364.10 75,023.38 - 185,387.48
Depreciable assets:
Sewer System 2,826,829.31 - - 2,826,829.31
Water System 2,989,970.30 52,477.78 - 3,042,448.08
Machinery and Equipment 214,218.72 5,365.00 2,300.00 217,283.72
Buildings/Improvements 177,799.97 - - 177,799.97
Total Depreciable Assets 6,208,818.30 57,842.78 2,300.00 6,264,361.08
Accumulated Depreciation (2,429,829.86) (165,615.68) (2,300.00) (2,593,145.54)
Net Depreciable Assets 3,778,988.44 (107,772.90) - 3,671,215.54
Net Capital Assets $ 3,889,352.54 $ (32,749.52) § - 3,856,603.02
Depreciation expense was charged to governmental activities as follows:
General Government $ 8,346.22
Public Safety and Judiciary
Fire 42,498.03
Police 7,801.13
Culture, Parks and Recreation
Library 3,917.29
Parks 6,375.76
Total Depreciation Expense $ 68,938.43




35
Town of Langley, Oklahoma
Notes to the Financial Statements

For the Year Ended June 30, 2014

I11. Detailed Notes Concerning the Funds (continued)

E. Long-Term Debt

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

Governmental Activities
As of June 30, 2014, the governmental long-term debt of the financial reporting entity consisted of the following:

The Town executed a lease to purchase a 2008 International Fire Truck on September 23, 2008. The truck was
purchased for $294,627.00. The amount of the lease is $294,627.00 with interest at 5.12%, payable in annual
installments of $33,986.61 and maturing August 18, 2018. The payments will be made using the sales tax money
held by a third party administrator. Future payments are as follows:

Year Ending June 30, Principal Interest Total
2015 $ 26,474.20 $ 7,512.41 §  33,986.61
2016 27,830.54 6,156.07 33,986.61
2017 29,243.42 4,743.19 33,986.61
2018 30,754.60 3,232.01 33,986.61
2019 32,330.25 1,656.36 33,986.61
$ 146,633.01 $  23,300.04 $§ 169,933.05

Business-Type Activities
As of June 30, 2014, the long-term debt payable from proprietary fund resources consisted of the following:

A note payable, due to the Oklahoma Water Resources Board, in the principal amount of $1,840,000.00. The note
bears a variable interest rate.

Year Ending June 30, Principal Interest Total
2015 $ 43,387.00 $ 66,662.92 $ 110,049.92
2016 45,555.00 64,770.79 110,325.79
2017 47,767.00 62,603.40 110,370.40
2018 48,988.00 60,356.27 109,344.27
2019 51,220.00 58,028.93 109,248.93
2020-2024 289,627.00 255,647.87 545,274.87
2025-2029 353,223.00 189,688.66 542,911.66
2030-2034 434,378.00 108,474.04 542,852.04
2035-2037 299,288.00 19,016.36 318,304.36
$ 1,613,433.00 $ 885,249.24 §  2,498,682.24
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I11. Detailed Notes Concerning the Funds (continued)

F. Changes in Long-Term Debt

The following is a summary of the changes in general long-term debt for the fiscal year ended June 30, 2014:

Balance Balance Due Within
June 30, 2013 Proceeds Payments June 30, 2014 One Year
Governmental Activities
Lease Obligations $ 171,816.96 $ - $ 25,183.95 $ 146,633.01 $ 26,474.20
Business-Type Activities
Notes Payable $ 1,655,659.00 $ - $  42,226.00 $ 1,613,433.00 $ 43,387.00

IV. Other Information

A. Risk Management

The Town is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors
and omissions; injuries to employees; or acts of God. The Town purchases commercial insurance to cover these
risks, including general and auto liability, property damage, and public officials liability. Settled claims resulting
from these risks have not exceeded the commercial insurance coverage in any of the past three fiscal years.

B. Proprietary Fund Rates and Charges

Water Rates and Charges

Residential Base Rate first 1,000 gallons-Inside City Limits $ 18.50
Residential Base Rate first 1,000 gallons-Outside City Limits 20.50
Use From 1,001-3,000 Gallons - per 1,000 3.60
Use from 3,001-5,000 Gallons - per 1,000 3.80
Use from 5,001 Gallons - per 1,000 4.10
Use from 5,001 Gallons - per 1,000 Outside City Limits 4.15
Industrial Base Rate first 1,000 gallons 22.00
Use From 1,001-3,000 Gallons - per 1,000 3.65
Use from 3,001-5,000 Gallons - per 1,000 3.85
Use from 5,001 Gallons - per 1,000 4.25
Sewer Rates and Charges
Residential Base Rate first 3,000 gallons $ 12.50
Use from 3,001-5,000 gallons - per 1,000 1.50
Use from 5,001-10,000 gallons - per 1,000 1.25
Use from 10,001 gallons - per 1,000 1.00
Industrial Base Rate first 1,000 gallons 15.00
Use from 1,001-5,000 gallons - per 1,000 1.50
Use from 5,001-10,000 gallons - per 1,000 1.75

Use from 10,001 gallons - per 1,000 2.00
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IV. Other Information (continued)

C. Contingent Liabilities

The governing board of the Town is not aware of any pending or threatened legal actions against it. However, any
such actions would probably be covered by insurance.

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies,
principally the federal government. Any disallowed claims, including amounts already collected, may constitute a
liability of the applicable funds. The amount, if any, of expenditures which may be disallowed by the grantor
cannot be determined at this time although the District expects such amounts, if any, to be immaterial.

D. Subsequent Events

Management has evaluated subsequent events through March 12, 2015, which is the date the financial statements
were available to be issued.

E. Correction of an Error

During the current year, it was determined that the beginning net position for Governmental Activities was
understated by $23,339.75 due to the acquisition of land. To correct this error, the beginning net position of the
Governmental Activities of $1,426,668.44, as originally reported on July 1, 2013 has been increased to
$1,450,008.19.

A prior period adjustment of $3,590.00 was made to the General Fund. This was due to the cancellation of a
purchase order in the Fire Department sales tax account. To correct this error, the beginning fund balance of the
General Fund of $482,904.38, as originally reported on July 1, 2013 has been increased to $486,494.38.

A prior period adjustment of $80,867.73 was made to the Proprietary Fund. This was due to the disposal of assets
in prior years and reclassification of prior year bond issuance costs that were previously recorded as other assets.
To correct this error, the beginning net position of the Proprietary Fund of $3,410,217.68, as originally reported on
July 1, 2013 has been decreased to $3,329,349.85.

F. Employee Retirement System and Plan

The Town and PWA have a savings incentive match plan for employees (Simple IRA) with nine employees
participating. Employees are deferring between 3 and 9 percent of wages with the Town matching 3 percent of
wages. All employees are eligible after 30 days. The Town and PWA matched with $9,621.17 in 2013-14.
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Combined Statement of Revenues Collected, Expenditures Paid and

Revenues:
Charges for Services
Local Sources
State Sources
Miscellaneous
Total Revenues Collected

Expenditures:
Managerial
City Clerk
Municipal Court
City Attorney
Library
General Government
Street and Alley
Animal Control
Park
Police
Fire Department
Fire Dept. Sales Tax
Total Expenditures Paid

Excess (Deficit)

Cash Fund Balance
Beginning of Year

Cash Fund Balance
End of Year

Changes in Fund Balances - Budget and Actual -

Regulatory Basis - General Fund
For the Year Ended June 30, 2014

Budgeted Amounts

Budget Variance

Amounts reported for general fund cash fund balance in the Balance
Sheet of Governmental Funds is different because this schedule is
prepared on a regulatory basis of accounting. The differences are

attributable to:

Due from other governments

Prepaid Expenses
Accounts Payable
Payroll Taxes Payable

Cash difference between budget and audit

Cash Fund Balance - General Fund

The accompanying Notes to the Financial Statements are an integral part of this statement.

Original to Final to
Original Final Actual Final Actual
4,677.90 4,677.90 5,342.13 § - 664.23
45,584.35 45,584.35 35,904.58 - (9,679.77)
458,760.12 458,760.12 523,782.84 - 65,022.72
1,590.10 1,590.10 18,705.02 - 17,114.92
510,612.47 510,612.47 583,734.57 - 73,122.10
67,500.00 68,500.00 60,170.18 1,000.00 8,329.82
18,100.00 18,100.00 15,944.86 - 2,155.14
4,500.00 4,500.00 3,400.00 - 1,100.00
5,150.00 5,150.00 5,220.00 - (70.00)
72,000.00 72,000.00 63,665.12 - 8,334.88
99,663.39 92,663.39 67,783.85 (7,000.00) 24,879.54
35,500.00 35,500.00 10,739.90 - 24,760.10
6,000.00 6,000.00 66.03 - 5,933.97
27,500.00 28,500.00 19,339.98 1,000.00 9,160.02
255,000.00 260,000.00 230,221.67 5,000.00 29,778.33
38,000.00 38,000.00 23,193.06 - 14,806.94
176,540.95 176,540.95 33,148.72 - 143,392.23
805,454.34 805,454.34 532,893.37 - 272,560.97
(294,841.87) (294,841.87) 50,841.20 - 345,683.07
294,841.87 294,841.87 294,841.87 - -

- - 345,683.07 § - 345,683.07

192,493.00

2,753.07

(8,863.87)

(3,171.09)

7,450.58

536,344.76
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Schedule of State and Federal Financial Assistance
For the Year Ended June 30, 2014

Program
Grantor/Pass Through or Award Revenue Total
Grantor/Program Title Amount Collected Expenditures
State of Oklahoma Programs:
Passed through the Oklahoma Department of Agriculture
Rural Fire Defense Grant $ 4,473.98 $ 4,473.98 $ 4,473.98
Passed through the Oklahoma Department of Commerce
REAP Grant $ 35,000.00 $ 35,000.00 $ 35,000.00
Passed through the Oklahoma Department of Libraries
State Library Grant 3,230.00 3,230.00 3,230.00
Total Expenditures of State Awards $ 42,703.98 $ 42,703.98 $ 42,703.98

The accompanying Notes to the Financial Statements are an integral part of this statement.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Town Council
Town of Langley, State of 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 financial statements of the governmental activities, the business-type activities, and each major fund of Town of Langley, State
of Oklahoma, as of and for the year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the Town of Langley, State of Oklahoma’s basic financial statements and have issued our report thereon dated March 12,
2015.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements, we considered Town of Langley, State of Oklahoma’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Town of Langley, State of Oklahoma’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Town of Langley, State of Oklahoma’s internal control.

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. 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.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses or, significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. However, material weaknesses may exist that have not been identified.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether Town of Langley, State of Oklahoma’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 determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.



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.

%/M .

LANGLEY-LITTLEFIELD-OBER
CERTIFIED PuBLIC ACCOUNTANTS, PLLC
MiAMI, OKLAHOMA

MARCH 12, 2015



