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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Town of Panama, Oklahoma

Report on the Financial Statements

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

Management's Responsibility for the Financial Statements

Management 1is responsible for the preparation and fair presentation of
these financial statements in accordance with the modified cash basis
of accounting described in Note 1. This includes determining that the
medified cash basis of accounting is an acceptable basis for the
preparation of the financial statements 1in the c¢ircumstances.
Management 1is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair
presentation of the financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Qur 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, and the
standards applicable to financial audits contained 1in Government
Auditing Standards, issued by the Comptrotier General of the United
States, and in accordance with Oklahoma Statutes. Those standards
require that we plan and perform the audit to obtain reasonable
assurance about whether the financiai statements are free of 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 Jjudgment, iancluding 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 reievant to the
Town’s preparation and fair presentation of the financial statements in
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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 Town’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 belfeve 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
fajirly, in all material respects, the respective modified cash basis
financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remajning fund
information of the Town of Panama, Oklahoma, as of June 30, 2014, and
the respective changes in modified cash basis financial position and,
where applicable, cash flows thereof for the year then ended in
conformity with the basis of accounting described in Note 1.

Other Matters
Supplementary and Other Information

Qur audit was conducted for the purpose of forming opinions on the
financial statements as a whole that collectively comprise the Town of
Panama’'s basic firnancial statements. The management’s discussion and
analysis, budgetary comparison schedules, introductory section and
other supplementary information are presented for purposes of
additional analysis and are not a required part of the basic financial
statements.

The management’s discussion and analysis, the budgetary comparison
schedutes, the fintroductory section, and the other supplementary
information section iisted in the accompanying table of contents have
not been subjected to the auditing procedures applied in our audit of
the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on such infermation.

Other Reporting Regquired by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued

our report dated August 17, 2015, on our consideration of the Town of
Panama's 1internal control over financial reporting and on our tests of
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its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial
reporting and compltiance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or
on compliance. That report is an integral part of an audit performed
in compliance with Government Auditing Standards in considering Town of
Panama’s internal control over financial reporting and compiiance,.

Basis of Accounting

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

b CFA & fsosveinken, F,

Kershaw CPA & Associates, PC

August 17, 2015
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MANAGEMENT’S DISCUSSION AND ANALYSIS
{(Unaudited)

Our discussion and analysis of the Town of Panama’s financial performance provides an
overview of the Town's financial activities for the fiscal year ended June 30, 2014, within
the limitations of the Town’s modified cash basis of accounting. Please read it in
conjunction with the Town's financial statements that begin on page 13.

FINANCIAL HIGHLIGHTS

e The Town’'s total revenues exceeded total expenses, on the modified cash basis of
accounting, by $62,825 for the year, resulting in an increase in total net position
of 5.00 percent over the previous year.

USING THIS ANNUAL REPORT
This annual report is presented in a format consistent with the presentation
requirements of the Governmental Accounting Standards Board (GASB) Statement No.

34, as applicable to the Town’s modified cash basis of accounting.

Report Components This annual report consists of five parts as follows:

Government-Wide Financial Statements: The Statement of Net Position and the
Statement of Activities (on pages 14 and 15) provide information about the activities of
the Town government-wide (or “as a whole”) and present a longer-term view of the
Town's finances.

Fund Financial Statements: The fund financial statements (starting on page 16) focus on
the individual parts of the Town government, 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 (“major”) funds. For governmental
activities, these statements tell how these services were financed in the short term as well
as what remains for future spending. For proprietary activities, these statements offer
short-term and long-term financial information about the activities the Town operates
like businesses, such as water, sewer and sanitation services.

Notes to the Financial Statements: The notes to the financial statements are an integral
part of the government-wide and fund financial statements and provide expanded
explanation and detail regarding the information reported in the statements.
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Supplementary Information: This Management’s Discussion and Analysis and the
Governmental Funds Budgetary Comparison Schedules (starting on page 41) represent
financial information to provide users of this report with additional data that
supplements the government-wide statements, fund financial statements, and notes
(referred to as “the basic financial statements”).

Basis of Accounting

The Town has elected to present its financial statements on a modified cash basis of
accounting. This modified cash basis of accounting is a basis of accounting other than
generally accepted accounting principles. Basis of accounting is a reference to when
financial events are recorded, such as the timing for recognizing revenues, expenses, and
their related assets and Habilities. Under the Town’s modified cash basis of accounting,
revenues and expenses and related assets and liabilities are recorded when they result
from cash transactions, except for the recording of depreciation expense on capital assets
in the government-wide financial statements for all activities and in the fund financial
statements for proprietary fund activities.

As a result of the use of this modified cash basis of accounting, certain assets and their
related revenues (such as accounts receivable and revenue for billed or provided
services not yet collected) and certain liabilities and their related expenses (such as
accounts payable and expenses for goods or services received but not yet paid, and
accrued expenses and labilities) are not recorded in these financial statements. Therefore,
when reviewing the financial information and discussion within this annual report, the
reader should keep in mind the limitations resulting from the use of the modified cash
basis of accounting,.

Reporting the Town ag a Whole

The Town’s Reporting Entity Presentation

This annual report includes all activities for which the Town of Panama Council is
fiscally responsible. These activities, defined as the Town's reporting entity, are
operated within separate legal entities that make up the primary government and
another separate legal entity that is included as a component unit.

The primary government includes the following legal entities:

¢ The Town of Panama

¢ Panama Public Works Authority
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The Government-Wide Statement of Net Position and the Statement of Activities

Our financial analysis of the Town as a whole begins on page 9. The government-wide
financial statements are presented on pages 14 and 15. 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 the year’s activities?” The Statement of Net Position and the
Statement of Activities report information about the Town as a whole and about its
activities in a way that helps answer this question. These statements include all of the
Town’s assets and liabilities resulting from the use of the modified cash basis of
accounting.

These two statements report the Town’s net position and changes in them. Keeping in
mind the limitations of the modified cash basis of accounting, 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 sales 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 police, fire, general administration, streets, parks, cemetery, and senior citizens.
Sales taxes, franchise fees, fines, and state and federal grants finance most of these
actvities.

Bustiness-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, sewer and sanitation systems
are reported here.

Reporting the Town’s Most Significant Funds

The Fund Financial Statements

Our analysis of the Town’s major funds begins on page 11. The fund financial
statements begin on page 14 and provide detailed information about the most significant
funds —not the Town as a whole. Some funds are required to be established by State
law and by bond covenants. However, the Town Council establishes certain 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. The
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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. These funds
report the acquisition of capital assets and payments for debt principal as
expenditures and not as changes to asset and debt balances. 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 (through a review of changes to fund balance)
whether there are more or fewer financial resources that can be spent in the near
future to finance the Town’s programs. We describe the relationship (or
differences) between governmental activities (reported in the Statement of Net
Position and the Statement of Activities) and governmental funds in a reconciliation
at the bottom of the fund financial statements. The Town considers the General
Fund and the Capital Improvement Fund to be significant or major governmental
funds. All other governmental funds are aggregated in a single column entitled
nonmajor 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. For example, proprietary fund capital
assets are capitalized and depreciated and principal payments on long-term debt
are recorded as a reduction to the liability. In fact, the Town’s proprietary
(enterprise) fund financial statements are essentially the same as the business-type
activities we report in the government-wide statements but the fund statements
provide more detail and additional information, such as cash flows. The Town only
has one enterprise fund —the Public Works Authority Utilities Fund.

The Town currently has no fiduciary funds. Fiduciary funds are often used to account for
assets that are held in a trustee or fiduciary capacity such as pension plan assets, assets
held per trust agreements, and similar arrangements.



TOWN OF PANAMA

MANAGEMENT’'S DISCUSSION AND ANAYLSIS
PAGE 5 (Unaudited)

A FINANCIAL ANALYSIS OF THE TOWN AS A WHOLE

Net Position—Modified Cash Basis

TOWN OF PANAMA'S NET POSITION

(Govetnmental Activities Business-type Activities Total
2014 2013 2014 2013 2014 2013
Current and other assets 249,163 255,415 263,153 168,973 512,316 424,388
Capital Assets 213,908 235,262 1,868,763 1,696,578 2082673 1,931,840
Total Assets 463,071 490,677 2131918 1,865,551 2,594,989 2,356,228
Long term labilities 14,923 25,869 1,256,875 1,070,719 1,271,798 1,096,588
Other hiabiiities 2,935 2,209 1,247 1,247 4182 3456
Total Lisbilities 17858 28,078 1,258,122 1,071,966 1,275 980 1,100,044
Net Position:
Net investment in capital assets,
net of related debt 198,985 209,393 654,853 667,792 853,838 877,185
Restricted 192,998 182,689 207,547 101,293 400,545 283,982
Unrestricted 53,230 70,517 11,396 24,500 64,626 95017
Total Net Position 451 462,599 373,796 793,585 1,319,009 1,256,184

The Town'’s combined net position, resulting from modified cash basis transactions,
increased from approximately $1,256,184 to $1,319,009 between fiscal years 2013 and
2014. Looking at the net position and net expenses of governmental and business-type
activities separately, governmental activities had a decrease of $17,386 and business-type
activities increased by $80,211.

Net position of the Town’s governmental activities decreased 3.75 percent to $445,213,
However, $391,983 of the net position either are restricted as to the purposes they can be
used for or are invested in capital assets (buildings, roads, bridges, and so on).
Consequently, unrestricted net position was $53,230 at the end of this year, The net
position of the Town's business-type activities increased to $873,796. However, $862,400
of the net position either are restricted as to the purposes they can be used for or are
invested in capital assets (buildings, electric, water, sewer, and so on). Consequently,
unrestricted net position was $11,396 at the end of this year.
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TOWN OF PANAMA'S CHANGES IN NET POSITION
Governmensal Agtivitics Business-type Activitics Total
2014 2013 2014 2013 2014 2013
Revenues:
Program Revenues:
Fees, fines and
charges for services 120,515 103,440 490,432 365,551 610,947 463,901
Operating grants
and contributions 4,474 4,484 - - 4,474 4,484
Capital grants
and contribuitons - - - - . -
General revenues:
Bales tax 170,526 193,717 - ~ 170,526 193,717
Usie tax 6,821 10,460 B - 6,821 10,460
Franthise tax 40,357 40,259 - - 40,337 403,259
Cigarette tax 2,109 2476 - - 2,109 2,476
intergovt. Revenue 24,683 23,588 - - 24,683 23588
Investment camings 578 G633 543 426 1,121 1,054
Gain {loss} on sale of assets 1,063 - 2,450 - 3,513 -
Miscellaneous 26,314 6,007 2,362 736 28,676 6,743
Total sevenues 397,420 385,064 495,787 366,713 803,207 751,777
Expenses: '
General government
and administration 66,769 83,335 ~ - 66,769 83,335
Public safety 267,974 295,975 - - 267,974 295,975
Transportarion 80,063 87,388 - - 80,063 #7,388
Interest on long texm debt - B - -
Water 159,174 138,238 159,174 138,238
Sewer 177,302 163,464 177,302 163,464
Sanitation 79,100 73,806 79,100 73,806
Total expenses 414 806 466,698 415,575 375,508 830,381 842,206
Increases in net position . .
before transfers {17,386) {81,634 80,211 (8,795) 62,825 (90,429)
Transfers - - - - - -
Net position - July 1 462,599 544,233 793,585 802,380 1,256,184 1,346,613
Ner positdon - June 30 445,213 462 599 873,796 793,585 1,319,009 1,256,184

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 from a typical
Statement of Revenues, Expenses, and Changes in Fund Balance. 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. This type of format
highlights 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 or contributions. All other governmental revenues
are reported as general. It is important to note that all taxes are classified as general
revenue, even if restricted for a specific purpose.

10
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For the year ended June 30, 2014, total expenses for governmental activities (on page 15),
resulting from modified cash basis transactions, amounted to $414,806. Of these total
expenses, taxpayers and other general revenues funded $272,431, while those directly
benefiting from the program funded $120,515 from charges for services and $4,474 was
funded by grants.

Business-Type Activities

In reviewing the business-type activities’ net (expense)/revenue resulting from modified
cash basis transactions (on page 15). While the sewer service activities reported net
expenses of $(33,233), the water reported net expenses of $108,993 and sanitation was
close to breakeven with a net revenue of $(904). The sanitation service is operated under
private contract and the narrow net revenue is typical. In arriving at the business type
activity expenses the administration expenses of $68,006 are allocated based on each
activities expenses to the total.

A FINANCIAL ANALYSIS OF THE TOWN'S FUNDS

Certain funds experienced noteworthy changes from the prior year and are highlighted
as follows:

¢ On the modified cash basis of accounting, the General Fund reported revenues of
$259,489 and expenditures of $276,776 resulting in a decrease in fund balance of
$17,287.

o General fund revenues increased over the prior year by $24,896. The general

fund expenditures were $25,872 less than the prior year.

General Fund Budgetary Highlights

Over the course of the year, the Town Council revised the General Fund budget at
various times. The final adjusted budget, however, was consistent with the prior year
budget.

For the year ended June 30, 2014, General Fund expenditures were $69,536 under final

appropriations, while actual resources available for appropriation were $23,482 over the
final budgeted amount.

11
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CAFPTIAL ASSET AND DEBT ADMINISTRATION

Capital Assets—Modified Cash Basis

At June 30, 2014, the Town had $213,908 invested in capital assets, net of depreciation,
including police and fire equipment and buildings. This represents a net decrease of
$21,354, or 9.08 percent, under last year. The Public Works Authority had $1,868,765
invested in capital assets, net of depreciation including the water and sewer lines. This
represents a net increase of $172,186 or 10.15 percent, over last year.

This year’s more significant capital assets additions include:

Fire Fund - Concrete Driveway $ 10339
Fire Fund - Back Garage Door 1,920
Public Works Authority Water - 2014 Water Project 232,180
Public Works Authority Sewer - Homa Submersible Pump 2,801
Public Works Authority Sewer - Manhole Risers 2,709

Capital Assets at Year-end
Net of Accumulated Depreciation

Governmental Activities  Business-type Activities Total
201 2013 2014 2013 2014 2013
Land 180 180 20,000 0 20,180 180
Const. In Progress 0 0 232,180 0 232,180 0
Buildings 12,777 117403 2,107 2832 115,484 120,235
Furniture & Fixtures 0 { ] 9 0 9
Machinery & Equipment 40,474 48,558 16,821 14904 63,295 (3,462
Vehicles 11,398 25912 0 0 11,398 25912
Capital Improvements 43,079 3200 1597057 1658834 1640136 170204
Total 213,908 235062 1868765 1676579 2082673 1911841

TSR | IO et ——— | Al it ppspprr e Mlisieiireperemeipepaevrae.
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Long-Term Debt—~Modified Cash Basis

At June 30, 2014, the Town had $1,271,798 in long term debt arising from modified cash
basis transactions compared to $1,096,588 at June 30, 2014, At June 30, 2014, most al] of
the debt is related to business-type activities. (See table below). This represents an
increase of 15.98 percent.

Primary Government Long-Term Debt -- Modified Cash Basis

2013 2014

Governmental debt:
Lease purchase Old National Bank 4,838 -
Lease purchase Kansas State Bank 5,169 2,652
Lease purchase Arvest Equipment Finance 15,862 12,271
Lease purchase Arvest Equipment Finance - -
Total governmental debt $ 25,869 $§ 14,923

Business-type debt:
Refundable utility deposits $ 41,933 $ 42,963
Note payable RUS 923,043 899,296
Note payable RUS 105,743 102,332
Note payable CRG - 138,870
Note payable CRG - 73,414
Total business-type debt $ 1,070,719 $ 1,256,875
Total all debt $ 1,096,588 $ 1,271,798

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

For the upcoming fiscal year ending June 30, 2014, the Town’s budget is fairly consistent
with this year.

CONTACTING THE TOWN'S FINANCIAL MANAGEMENT

This report is designed to provide our citizens, taxpayers, customers, and creditors with
a general overview of the Town's finances and to demonstrate the Town's accountability
for the money it receives, If you have any questions about this report or need additional
financial information, contact the Town Clerk’s office at 100 North Kentucky, Panama,
Oklahoma or telephone at (918) 963-4116,

13



TOWN OF PANAMA, OKLAHOMA

STATEMENT OF NET POSITION - MODIFIED CASH BASIS

June 30, 2014
Primary Government
Governmental Business-Type
Activities Activities Total
ASSETS
Current Assets:
Cash, and cash equivalents $216,758 $13,255 $230,013
Investments 26,354 26,354
Due from other funds 6,051 900 6,951
Total current assets 249,163 14,155 263,318
Noncurrent Assets:
Restricted Cash, and cash equivalents 228,044 228,044
Restricted Investments 20,954 20,954
Capital assets (Note 2.C.):
Land 180 20,000 20,180
Other capital assets, net of accumulated
depreciation 213,728 1,848,765 2,062,493
Total noncurrent assets 213,908 2,117,763 2,331,671
Total assets 463,071 2,131,918 2,584 989
LIABILITIES
Current Liabilities:
Payroll taxes payable 726 726
Due to other funds 2,209 1,247 3,456
Due within one year 6,426 48,151 54,577
Total current Habilities 9.361 49,398 58,759
Noncurrent Liabilities:
Refundable deposits 42,963 42,963
Long tenn liabilities (Note 2.D.)
Notes payable 8,497 1,165,761 1,174,258
Total noncurrent liabilities 8,497 1,208,724 1,217,221
Total Liabilities 17,858 1,258,122 1,275 980
NET ASSETS
Net Investment in Capital Assets 198,985 654,853 853,838
Restricted for:
Street and Alley 16,812 16,812
Fire Department 176,186 176,186
Debt service 207,547 207,547
Unrestricted 53,230 11,396 64,626
Total Net Assets $445,213 $873,796 $1,319,609

See accompanying notes to the basic financial statements,

14



TOWN OF PANAMA, OKLAHOMA

STATEMENT OF ACTIVITIES-MODIFIED CASH BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Program Revenues Net {Expense} Revenue and Changes in Net Assets
Operating Capital " Primary Government
Charges for Grants and Grants and Governmental  Business-Type
Functions/Programs Expenses Services Confributions  Contributions Activities Activities Total
Primary Government:
Governmental Activities
Clerk $5.616 $235 {5.381) (5,381)
General Government §61,153 {61,153) (61,153)
Total general govemment 66,769 235 ] 0 {66,334} 0 (66,534}
Public Safety:
Paolice 216,444 118,280 {98,164) {98,164)
Fire 51,530 2,000 4474 {45,056) {45,056)
Tota Pablic safety 267,974 120,280 4474 0 (143,220) 0 {143,220)
Transportation: -
Streeis 80,062 (80,063) (80,063)
Total ransportation 80,063 4 & 9 {80,063) 0 (80,063)
Total governmental activities 414,806 120,515 4474 0 {289,817} I (289,817)
Business-type activities:
Water 159,174 268,167 108,993 108,993
Sewer 177,302 144,069 {33,233) (33.233)
Sanitation 79,100 78,196 {504) (904)
Total business-type activities 415,575 490,432 i 0 [0 74,856 74,856
‘Total primary gevernment $836,381 $610,947 $4.474 $0 {3283 817} 74,836 {214 ,961)
Governmental  Business-Type Total
(5285817 $74,856 {$214,961)
General revenues:
Taxes:
Sales Fax 170,526 170,526
Use Tax 6,821 6,81
Franchise and public service taxes 40,337 40,337
Cigaretie Tax 2,109 2169
Intergovernmental revenue not restricted to specific programs 24,683 24,683
Interest income 578 543 1,121
Gein {loss) on sale of assets 1,063 2,450 3,513
Miscallaneous 26314 2,362 28,676
Transfers intenal activity 0
Total general revenues and transfers 272,431 5,335 277,785
Charge in net position (17,385) 80,211 62,825
Net position-beginning 462,599 793,585 1,256,184
Net position- ending $445,213 $873,796 $1,319,009

See accompanying notes to the basic financial statements.
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ASSETS

Cash, and cash equivalents

Investments

Due from other funds
Total assets

LIABILITIES AND FUND BALANCES

Liabilisies:
Payzolt lizbilities
Due to other funds
Total Liabilities

Fund Balances:

Restricted for:
Street and Alley
Fire Department

Assigned

Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

Reconciliation to Statement of Net Position:

TOWN OF PANAMA, OKLAHOMA

BALANCE SHEET -- MODIFIED CASH BASIS

GOVERMENTAL FUNDS

June 30, 2014

Amounts reported for governmental activities in the statement of net position are different because;

Capital assets used in governmental activities of § 952,768, net of accuntulated depreciation of
$ 738,860 are not financial resources and, therefore, are not reported in funds

Some liabilities, inchuding capita! debt obligations payable, are not due and payable ir the current
period and therefore are not reported in the funds

Net position of governmenta! activities

Total
General Steet Fire Governmental
Fund and Afley Department Funds
$47.503 $18.801 $150,052 $216,758
26,354 26,354
6,051 6,051
53,956 13,801 176,406 $246,163
726 726
1,089 220 2,209
726 1,989 220 2,935
16,812 16,812
176,186 176,186
30,100 30,100
23,130 23,130
53230 16,812 I76,_E 26 246,228
$53,956 $18,801 $176,406
212,908
14,923

See accompanying nofes to the financiat statements,
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TOWN OF PANAMA, OKLAHOMA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

MODIFIED CASH BASIS
GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2614

Total
General Street Fire Governmental
Fund and Alley Department Funds
Revenues:

Taxes 106,109 56,842 56,842 219,793

Intergovernmental 11,363 3,320 4474 29,157

Charges for services 2,000 2,000

Fines and forfeitures 118,280 118,280

Licenses and permits 235 235

Interest income 106 44 428 578

Miscellancous 23,396 2,961 1,057 27414

Total Revenues 250480 73,167 64,801 397,457
Expenditures:
Current:
General Government;

Clerk 5616 5,616

General Government 55,906 35,906
Public Safety:

Police 205,918 205,918

Fire 38,594 38,594
Street and Public Works:

Streets 71,603 71,6063
Capital Qutlay 1,692 0 13,159 14,851
Debt Service 7,644 4303 11,947

Total Expenditures 276,776 75,906 51,753 404,433
Excess (deficiency) of revenues over expenditures (17,287) (2,739) 13,048 {6,978)
Other Financing Sources (Uses):

Capital lease proceeds 0

Transfers in 0

Transfers out 0

Total Other Financing Sources (Uses) 0 0 Ki] ]
Net change in fund balances (17,287} {2,739) 13,048 {6,978)
Fund balances - beginning 70,517 19,551 163,138 253,206
Fund balances - ending 53,230 16,812 176,186 246,228
Reconciliation to the Statement of Activities:

Net change in fund balances -total governmental funds ($6,978)
Amounts reported for governmental activities in the Statement of Activities are different because:
Governmental fands report capital outlays as expenditures while governmental activities
report depreciation expense to allocate those expenditures over the life of the assets:
Capital asset purchases capitalized 14,851
Pepreciation expense (36,168}
Debt service payments are not considered expendituces in the governmental activities report 10,946
Lease proceeds are not considered revenues in the governmental activities report 0
The net effect of varions transactions involving capital assets (i.e. sales, trade ing, and contributions) (37
{ 10,408)
($17,386)

See accompanying notes o the basic financial statements.
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TOWN OF PANAMA, OKLAHOMA

STATEMENT OF NET POSITION - MODIFIED CASH BASIS

PROPRIETARY FUND

June 30, 2014

ASSETS

Current Assets:
Cash, and cash equivalents
Due from other funds
Total current assets

Noncurrent Assets:
Restricted cash and cash equivalents
Restricted investments
Land
Other capital assets, net of accumulated depreciation
Total noncurrent assets

Total Assets
LIABILITIES

Current Liabilities:
Due to other funds
Notes payable - current portion
Total current liabilities

Noncurrent Eiabilities:
Refundable deposits
Notes payable - long-term portion
Total noncurrent labilities

Total Liabilities

NET POSITION

Net investment in capital assets
Restricted for debt service

Unrestricted
Total net position

See accompanying notes to combined financial statements.
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Panama
Public Works
Enterprise
Fund

$13,255
900

14,155

228,044
20,954
20,000

1,848,765

2,117,763

2,131,918

1,247
48,151

49,398

42,963
1,165,761

1,208,724

1,258,122

654,853
207,547
11,396

873,796




TOWN OF PANAMA, OKLAHOMA
STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN FUND NET POSITION
MODIFIED CASH BASIS PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Operating Revenues:
Charges for services:
Water
Sewer
Sanitation
Penalties
Miscellaneous
Total Operating Revenues

Operating Expenses:
Administration operations
‘Water operations
Sewer operations

Depreciation
Total Operating Expenses

Net Operating Income (Loss)
Non-Operating Revenue (Expense):
Investment income
Interest expense and fiscal agent fees

Gain {loss) on sale of assets
Total Non-Operating Revenue (Expense)

Net Income (Loss) Before Operating Transfers
Capital Contributions
Transfers In
Transfers Qut
Changes in net position

Total Net Position-Beginning

Total Net Position-Ending

See accompanying notes to combined financial statements.
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Panama
Public Works
Enterprise
Fund

$261,188
140,319
76,160
12,764
2,362

492,793

136,133
110,543
48,228
67,440

362,344

130,449

543
(53,231)
2,450

(50,238)

80,211

0
0

30,211

793,585

$873,796




TOWN OF PANAMA, OKLAHOMA

STATEMENT OF CASH FLOWS-MODIFIED CASH BASIS
PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 31, 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers

Payments to suppliers

Payments to employees

Receipts of customer utility deposits

Refunds of cusomer utitity deposits

Net Cash Provided by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Increase in due from other funds
Transfers from other funds

Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Sale of capital assets
Purchases of capital assets
Principal paid on capital debit
Interest and fiscial agent fees paid on capital debit
Net Cash Used in Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends
Note Proceeds

Net Cash Provided by Investing Activities

Net Increase in Cash and Cash Equivelents

Balance- beginning of the year
Balance- end of the year

Reconciliation of operating income (loss) to net cash provided
by operating activities:
Operating income (loss)
Adjustments to reconcile operating income to net cash provided
{used) by operating activities:
Depreciation expense
Change in assests and liabilites:
Refundable deposits
Net cash provided by operating activities

See accompanying notes to combined financial staternents.
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Panama
Public Works
Enterprise
Fund

$492,793
(228,261)
(66.643)

12,736
(11,706)

198,916

]

2,450
(239,626)
(#7,055)
(53,231)

{337,462

543
232,180

232,723

94,180

168,073

$262,253

$130,449

67,440

1,030

$198,919




TOWN OF PANAMA, OKLAHOMA

STATEMENT OF NET POSITION - MODIFIED CASH BASIS
FIDUCIARY FUND
JUNE 30, 2014

Agency
Funds
ASSETS
Cash, and cash equivalents $3,495
Total assets $3,495
LIABILITIES
Due to other funds $3,495
Total liabilities ~ $3,495
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

As discussed further in Note 1.C, these financial statements are presented on a modified
cash basis of accounting. This modified basis of accounting differs from accounting
principles generally accepted in the United States of America (GAAP). The
Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for establishing governmental accounting and financial reporting principles. The
significant accounting and reporting policies and practices used by the Town are
described below,

1.A, FINANCIAL REPORTING ENTITY

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

Primary Government: Town of Panama
Blended Component Unit: Panama Public Works Authority

In determining the financial reporting entity, the Town complies with the provisions of
GASB Statement No. 14, The Financial Reporting Entity.

BLENDED COMPONENT UNIT

A blended component unit is a separate legal entity that meets the component unit
criteria. In addition, the blended component unit’s 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 funds are blended into those of the Town by
appropriate fund type to constitute the primary government presentation. The blended
component unit is presented below:

Component Unit Brief Description/Inclusion Criteria Fund Included In
Panama Public Works Created February 8, 1972 to finance, develop, PWA Enterprise
Authority and operate the water, wastewater, and Fund

sattitation activities of the Town. Current

Town Council serves as entire governing

Body (Trustees). Debt issued by Authority
Requires two-thirds approval of the Town Council

The component unit does not issue separately audited component unit financial
statements.
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

1.B. BASIS OF PRESENTATION
GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of Net Position and 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 non-exchange revenues. Business-type activities
are financed in whole or in part by fees charged to external parties of goods or services.

FUND FINANCIAL STATEMENTS

Fund financial statements of the reporting entity are organized into funds, each of which
is considered to be a separate accounting entity. Each fund is accounted for by providing
a separate set of self-balancing accounts that constitutes its assets, liabilities, fund equity,
revenues, and expenditures/expenses. Funds are organized into two major categories:
governmental and proprietary. The Town presently has no fiduciary funds. 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 expenditures/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 expenditures/expenses of the 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,
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of the specific revenue
sources that are either legally restricted to expenditures for specified purposes or
designated to finance particular functions or activities of the Town. The reporting entity
includes the following special revenue funds, all of which are reported as nonmajor
funds:

Fund Brief Description

Street and Alley Fund Accounts for gasoline excise and commercial vehicle taxes and 33% of
the 3 cent sales tax collected legally restricted for street and alley
improvements.

Fire Fund Accounts for a special 1 cent sales tax and fire runs for benefit of the
fire department.

Capital Project Funds

Capital project funds area used to account for resources restricted for the acquisition or
construction of specific capital projects or items. The reporting entity presently includes
no capital project fund.

Proprietary Funds

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 that is reported as a major fund:

Fund Brief Description
Panama Public Works Accounts for the activities of the public trust in providing
Authority water and wastewater services to the public.

1.C. MEASUREMENT FOCUS ON BASIS OF ACCOUNTING
Measurement focus is a term used to describe “how” transactions are recorded within the

various financial statements. Basis of accounting refers to “when’” transactions are
recorded regardless of the measurement focus applied.
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30,2014

MEASUREMENT FOCUS

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

In the funds financial statements, the “current financial resources” measurement focus or
the “economic resources” measurement focus, as applied to the modified cash basis of
accounting, is used as appropriate:

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
operating income, changes in net position (or cost recovery), financial position,
and cash flows. All assets and liabilities (whether current or noncurrent,
financial, or nonfinancial) associated with their activities are reported.
Proprietary fund equity is classified as net position.

BASIS OF ACCOUNTING

In the government-wide Statement of Net Position and Statement of Activities and the
fund financial statements, governmental, business-like, and component unit activities are
presented using a modified cash basis of accounting. This basis recognizes assets,
liabilities, net position/fund equity, revenues, and expenditures/expenses when they result
from cash transactions with a provision for depreciation in the government-wide
statements, proprietary fund statements, and the similar discretely presented component
unit statements. This basis is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America.

As a result of the use of this modified cash basis of accounting, certain assets and their
related revenues (such as accounts receivable and revenue for billed or provided services
not yet collected) and certain liabilities and their related expenses (such as accounts
payable and expenses for goods or services received but not yet paid, and accrued
expenses and liabilities) are not recorded in these financial statements.
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

If the Town utilized the basis of accounting recognized as generally accepted, the fund
financial statements for governmental funds would use the modified accrual basis of
accounting, while the fund financial statements for proprietary fund types would use the
accrual basis of accounting. All government-wide financials would be presented on the
accrual basis of accounting.

1.D. ASSETS, LTIABILITIES, AND NET POSITION OR EQUITY

CASH AND CASH EQUIVALENTS

For the purpose of financial reporting “cash and cash equivalents” includes all demand
and savings accounts and certificates of deposit or short-term investments. Trust account
investments in open-ended mutual funds shares are also considered cash equivalents.

INVESTMENTS

Investments classified in the financial statements consist entirely of certificates of deposit
whose original maturity term exceeds three months. Investments are carried at cost,
which approximates fair value.

CAPITAL ASSETS

The Town’s modified cash basis of accounting reports capital assets resulting from cash
transactions and reports depreciation where appropriate. The accounting treatment over
property, plant, and equipment (capital assets) depends on whether the assets are used in
governmental fund operations or proprietary fund and similar discretely presented
component unit operations and whether they are reported in the government-wide or fund
financial statements,

Government-Wide Statements

In the government-wide financial statements, capital assets arising from cash transactions
are accounted for as assets in the Statement of Net Position. All capital assets are valued
at historical cost or estimated historical cost if actual is unavailable. Estimated historical
cost was used to value the majority of the assets acquired prior to July 1, 2003. Prior to
July 1, 2003, governmental funds’ infrastructure assets were not capitalized.
Infrastructure assets acquired since July 1, 2003 are recorded at cost.

Depreciation of all exhaustible capital assets arising from cash transactions 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. A capitalization
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

threshold of $500 is used to report capital assets, The range of estimated useful lives by
type of asset is as follows:

Buildings 40-50 years
Improvements other than buildings 10-25 years
Machinery, furniture and equipment 3-20 years
Utility property and improvements 10-50 years
Infrastructure 25-50 years

Fund Financial Statements

In the fund financial statements, capital assets arising from cash transactions acquired for
use in governmental fund operations are accounted for as capital outlay expenditures of
the governmental fund upon acquisition. Capital assets acquired for use in proprietary
fund operations are accounted for the same as in the government-wide statements.

LONG-TERM DEBT

All long-term debt arising from cash basis transactions to be repaid from governmental
and business-type resources is reported as liabilities in the government-wide statements.

Long-term debt arising from cash basis transactions of governmental funds is not
reported as liabilities in the fund financial statements. The debt proceeds are reported as
other financing sources and payment of principal and interest reported as expenditures.
The accounting for proprietary funds is the same in the fund financial statements as the
treatment 1n the government-wide statements.

EQUITY CLASSIFICATION

Government-Wide Statements

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

a. Net investment in capital assets - Consists of capital assets, including
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes, or other borrowing that
are attributable to the acquisition, construction, or improvements of those
assets and adjusted for any deferred inflows and outflows of resources
attributable to capital assets and related debt.

b. Restricted - Consists of restricted assets reduced by labilities and deferred
inflows or resources related to those assets, with restriction constraints placed
on the use either by (1) external groups such as creditors, grantors,
contributors, or laws and regulations of other governments; or (2) law through
constitutional provisions or enabling legislation.
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

¢. Unrestricted ~ Net amount of assets, deferred outflows of resources, liabilities,
and deferred inflows of resources that are not included in the determination of
net investment of capital assets or the restricted component of net position.

It is the Town’s policy to first use restricted net position prior to the use of unrestricted
net position when an expense is incurred for purposes for which both restricted and
unrestricted net position are available.

Fund Financial Statements

Governmental fund equity is classified as fund balance. Proprietary fund equity is
classified the same as in the government-wide statements.

1. E. REVENUES, EXPENDITURES, AND EXPENSES

PROGRAM REVENUES

In the Statement of Activities, modified cash basis revenues that are derived directly from
each activity or from parties outside the Town’s taxpayers are reported as program
revenues. The Town has the following program revenues in each activity:

General Government Licenses and permits.

Public Safety Fine revenue and Fire run revenue; operating and capital
grants include Cops School Grant and KEDDO

Streets and Public Works Cornmercial vehicle and gasoline excise tax shared by the
State

All other governmental revenues are reported as general. All taxes are classified as
general revenue even if restricted for a specific purpose.

OPERATING REVENUE AND EXPENSES

Operating revenues and expenses for proprietary funds result from providing services and
producing and delivering goods and/or services. They also include all revenues and
expenses not related to capital and related financing, noncapital financing, or investing
activities.

LF. INTERNAL AND INTERFUND BALANCES AND ACTIVITIES
In the process of aggregating the financial information for the government-wide

Statement of Net Position and Statement of Activities, some amounts reported as
interfund activity and balances in the fund financial statements have been eliminated.
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

FUND FINANCIAL STATEMENTS

Interfund activity, if any, within and among the governmental and proprietary fund
categories is reported as follows in the fund financial statements:

1. Interfund loans—Amounts provided with a requirement for repayment are
reported as interfund receivables and payables.

2. Interfund services—Sales or purchases of goods and services between funds are
reported as revenues and expenditures/expenses.

3, Interfund reimbursements—Repayments from funds responsible for certain
expenditures/expenses to the funds that initially paid for them are not reported as
reimbursements but as adjustments to expenditures/expenses in the respective
funds.

4. Interfund transfers—Flow of assets from one fund to another where repayment is
not expected are reported as transfers in and out.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

Interfund activity and balances, if any, are eliminated or reclassified in the government-
wide financial statements as follows:

1. Internal balances—Amounts reported in the fund financial statements as interfund
receivables and payables are eliminated in the governmental and business-type
activities columns of the Statement of Net Position, except for the net residual
amounts due between governmental and business-type activities, which are
reported as Internal Balances.

2. Internal activities—Amounts reported as interfund transfers in the fund financial
statements are eliminated in the government-wide Statement of Activities except
for the net amount of transfers between governmental and business-type activities,
which are reported as Transfers--Internal Activities. The effects of interfund
services between funds, if any, are not eliminated in the Statement of Activities.

3. Primary government and component unit activity and balances—Resource flows
between the primary government (the Town and Public Works Improvement
Authority) are reported as if they were external transactions and are classified
separately from internal balances and activities within the primary government.
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

1.G. FUND EQUITY

The following fund balance classifications describe the relative strength of the spending
constraints placed on the purposes for which resources can be used:

Nonspendable fund balance — amounts that are not in a spendable form (such as
inventory) or are required to be maintained intact;

Restricted fund balance — amounts constrained to specific purposes by their
providers (Such as grantors, bondholders, and higher levels of government),
through constitutional provisions, or by enabling legislation;

Committed fund balance ~ amounts constrained to specific purposed by a
government itself, using its highest level of decision-making authority; to be
reported as committed, amounts cannot be used for any other purpose unless the
government takes the same highest level action to remove or change the
constraint;

Assigned fund balance — amounts a government intends to use for a specific
purpose; intent can be expressed by the governing body or by an official or body
to which the governing body delegates the authority;

Unassigned fund balance — amounts that are available for any purpose; positive
amounts are reported only in the general fund.

Town Council establishes (and modifies or rescinds) fund balance commitments by
passage of an ordinance or resolution. This is typically done through adoption and
amendment of the budget. A fund balance commitment is further indicated in the budget
document as a designation or commitment of the fund (such as for special incentives).
Assigned fund balance is established by City Council through adoption or amendment of
the budget as intended for specific purpose (such as the purchase of fixed assets,
construction, debt services, or for other purposes).

1.H. USE OF STATEMENTS

The preparation of financial statements in conformity with the other comprehensive basis
of accounting (OCBOA) used by the Town requires management to make estimates and
assumptions that affect certain reported amounts and disclosures (such as estimated
useful lives in determining depreciation expense); accordingly, actual results could differ
from those estimates.
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014
NOTE 2. DETAIL NOTES-—TRANSACTIONS CLASSES/ACCOUNTS
The following notes present detail information to support the amounts reported in the
basic financial statements for its various assets, liabilities, equity, revenues, and
expenditures/expenses.

2.A. CASH AND INVESTMENTS

CUSTODIAL CREDIT RISK-DEPOSITS

The table presented below is designed to disclose the level of custodial credit risk
assumed by the Town based upon how its deposits were insured or secured with collateral
at June 30, 2014. The comparison relates to the primary government only. The
categories of custodial credit risk are defined as follows:

Category 1-- Insured by Federal Deposit Insurance Corporation (FDIC) or
collateralized with securities held by the Town (or public trust)
or by its agent in its name.

Category 2-- Uninsured but collateralized with securities held by the pledging
financial institution’s trust department or agent in the Town’s name.

Category 3-- Uninsured and uncollateralized; or collateralized with securities
held by the pledging financial institution or by its trust department
or agent but not in the Town’s name; or propetly collateralized
with no written and approved collateral agreement.

Custody Credit Risk Category

Total Bank
Type of Deposits Balance 1 2 3
Insured deposits 441,906 441,906 - -
Uninsured deposits
Collateralized 92,559 - 92,559 -
Uncollateralized - - - - Total
Carrying
Value
Total Deposits 534,465 441,906 92,559 - 508,419
Petty Cash 441
508,860
Recongiliation t vernment-Wide Statement Net Position;
Cash and cash equivalents 256,367
Restricted cash and cash equivalents 248,998
Agency fund cash, including time deposit 3,495

(not included in government wide statement)
508,860
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

2.B. RESTRICTED ASSETS

The amounts reported as restricted assets are composed of amounts held by the Public Works
Authority for utility deposits (refunded upon termination of service or applied to final bill) of
$41,451; and the amounts held to comply with the water and sewer project debt service requirements
are $207,547,

2.C. CAPITAL ASSETS

Capital asset activity, resulting from modified cash basis transactions, for the fiscal year.

Balance Balance
0//01/13 Additions Deductions 06/30/14
Governmental activities:
Capital assers not being depreciated:
Land 180 o] 4] 180
Construction in Process (4} o o o
Total capital assets not being depreciated 180 [2] 2] 180
Other capital] assets:
Buildings 195,035 Q 195,035
Furniture and fixtures 1.540 ¢l 8] 1,530
Machinery and equipment 275,608 12,032 o] 287.640
Vehicles 403,120 o {2.825) 400,295
Capital improvements 65 258 2.820 Q GH.QO78
Total other capital assets at historical ¢cost 040,561 14.852 {(2.825) 052,588
Less accumulated depreciation for: ) "
Buildings 77.632 4,626 (4] B2.258
Furniture and fixtures 1,540 o) [+ 1,540
Machinery and equipment 227,050 14,116 [+ 241,166
Wehicles 377,208 14,476 (2,787) 388,897
Capital improvements 22,049 2,950 o 24.999
Total accurmulated depreciation 705,479 36,168 (2, 787) 738,860
Other capital assets, net 235,082 (21,316) (38) 313,728
Govermmental activities capital assets, net 235,262 (21.316) (38) 213,908
Business-Type Activities;
Capital assets not being depreciated:
Land 20,000 Q L&) 20,000
Construction-in-progress (o] 232,180 2] 232,180
‘Total capital assets not being depreciated 20,000 232,180 [+] 252 18D
Other capital assets:
Auildings 5,000 a o] 5,000
Fumiture and fixtures T2 (&) o 727
Machinery and equipment 114,844 7,446 o 122,290
Vehicles 13,500 4] (13,500) (o]
Capital improvemenis 2,442 002 0 0 2,442 002
Fotal other capital assets at historical cost 2,576,073 ) 7,446 (13 .500) 2.570,019
Less accumulated depreciation for:
Buildings 2,168 125 O 2.293
Furniture and fixtures 718 ko) ] 727
Machinery and eguipment 90. 940 5,329 s] 105,469
Wehicles 13,500 4} {13,500) ¢}
Capital improverrients 783,168 61,777 [e] 844,945
TFotal accumulated depreciation 899.494 67 230 {132,500) D53 434
Other capital assets, net 1.676,57¢ (59,9943 [4) 1,616,585
Business-1ype activities capital assets, net 1,696,579 172,186 [#] 1.868.765

Depreciation expense was charged to functions as follows in the Statement of Activities:

Primary Government Activities:

General Govermument 5,247
Police 10,237
Street & Alley 7. 748
Fire 12,936
Total depreciation expense for governmental activities 36,168

Business-Type Activities:

Administration 130
Water 3,956
Sewer 63,354
Total depreciation expense for business«type activities 67,440
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TOWN OF PANAMA, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

2.D. LONG-TERM DEBT

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

GOVERNMENTAL ACTIVITIES

Lease Purchase Obligations:

As of June 30, 2014, the long-term debt, arising from cash transactions, payable from
governmental fund resources consisted of the following:

6.985% interest with 12 quarterly payments of principal and interest of
$914, secured by 2012 Kawasaki Mule. Scheduled debt service payments
in the General Fund Police. 2,652

5% interest with 60 monthly payments of principal and interest of
$359, secured by 2006 GMC3500. Scheduled debt service payments

in the Street Fund. 12,271
Total Lease Purchases QOutstanding $ 14,923

Current portion $ 6,426
Non-current portion 8.497

Total Leases Payable $ 14,923

BUSINESS-TYPE ACTIVITIES
Notes Payable:

Note due to Rural Utilities Service Department of Agriculture in the

amount of $1,200,000. The note was for the purpose of providing a

portion of the cost of acquiring and constructing of Panama Public

Works Authority sewer improvements. The original principal amount

of $1,200,000 has a fixed interest rate of 4.5% with 480 monthly

payments of principal and interest of $5,400 due October 2038. $ 899,296

The note is collateralized by a mortgage on the Panama Public Works

Authority's sewer system and a first lien on and pledge of the revenues
produced.
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Note due to Rural Utilities Service Department of Agriculture in the

amount of $150,000. The note was for the purpose of providing a portion

of the cost of acquiring and constructing of Panama Public Works

Authority sewer improvements. The original principal amount of

$150,000 has a fixed interest rate of 4.5% with 480 monthly payments

of principal and interest of $675 due October 2038. 102,332

The note is collateralized by a mortgage on the Panama Public Works
Authority's sewer system and a first lien on and pledge of the revenues
produced.

Note due to Community Resource Group, Inc. in the amount of $150,000.

The note is for the purpose of providing a portion of the cost of acquiring

and constructing of Panama Public Works Authority water improvements.

The original principal amount of $150,000 will have a fixed interest rate of

4.5% with 120 monthly payments of principal and interest of $1,555 due

July 2023. 138,870

Note due to Community Resource Group, Inc. in the amount of $84,600.
The advances totaled $82,180 for the period ended 6-30-2014, The note is
for the purpose of providing a portion of the cost of acquiring and
constructing of Panama Public Works Authority water improvements.

The original principal amount of $84,600 will have a fixed interest rate of
5.90% with 120 monthly payments of principal and interest of $935 due

July 2023. 73.414

Total Notes Payable Outstanding $1.213.912

Current portion $ 48,151

Non-current portion 1,165.761

Total Notes Payable $1.213.912
Refundable Deposits:

Refundable deposits reported as a liability within the Statement of
Net Position are composed of the following:

Utility Deposits —~Refundable $_42.963
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CHANGES IN LONG-TERM DEBT

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

2014:
Amount Due
Balance Balance Within One
Type of Debt July 1, 2013 Additions Reductions June 30, 2014 Year
Government Activities:
Capital Debt Obligations 25,869 10,946 14,923 6,426
Business-Type Activities:
Refundable Deposits 41,933 11,766 42,963
Leases Payable 0 0
Notes Payable 1,028 787 47,055 1,213,912 48,151
Total Business-Type Activities: 1,096,589 244916 69,707 1,271,798 34,577

DEBT SERVICE REQUIREMENTS TO MATURITY

The annual debt service requirements to maturity, including principal and interest, for
long-term debt, except for refundable deposits, as of June 30, 2014, are as follows:

Year Ended Capital Debt Obligations Notes Payable
June 30, Principal Interest Principal Interest

2015 6,426.45 620.97 48,150.63 54,624.21
2016 3,967.91 334.69 50,466.57 52,308.27
2017 4,170.93 131.67 52,895.23 49,879.61
2018 357.97 0.58 55,442.13 47,332.71
2019 58,113.13 44 661.71

20202024 297,827.97 179,727.90

20252029 243,986.08 120,513.92

2030-2034 294,709.55 58.665.24

2035-2036 112,320.49 4,.829.71
Total 14,923.26 1,087.91 1,213,911.,78 612 54328

DEBT SERVICE COVERAGE AND RESERVE REQUIREMENT

The Public Works Authority’s Rural Development Promissory Notes are collateralized by
the revenue of the Panama Public Works Authority Water and Sewer System. The
agreement contains provisions which require the Town to maintain pledged revenue, of at
least 100% of the annual debt service and a debt reserve fund addition of 10% of the
monthly debt payment until a reserve balance of 10% of the note balance is obtained. As
of June 30, 2014 the Authority’s debt service coverage percentage is 249% which meets
the promissory note requirement and the reserve balance is $188,111, which is $85,474
over the required debt reserve fund balance.
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2.E. INTERFUND TRANSFERS AND BALANCES

INTERFUND BALANCES

At June 30, 2014, the Street and Alley Special Revenue Fund owed the General Fund
$1,089 and the Public Works Authority $900, the Fire Fund owed the General Fund
$220, the Trust and Agency Fund owed the General Fund $3,495, and the Public Works
Authority owed the General Fund $1,247.

INTERFUND TRANSFERS

There were no transfers between funds of the primary government for the year ended
June 30, 2014.

NOTE 3. OTHER NOTES
3. A. GRANTS AND CONTRACTS

Rural Fire Defense Grant - The Town received a grant of $4,474 from the Oklahoma
Department of Agriculture Forestry Services for fire calls.

3.B. COUNTY FIRE DEPARTMENT SALES TAX REVENUE

The LeFlore County Board of Commissioners passed a resolution assessing a .25% sales
tax for the benefit of the LeFlore County Fire Departments. The County began collecting
the funds July 1, 2013 and remitting monthly into the funds designated by each County
Fire Department and maintained under custody and control of the County Treasurer. In
accordance with the resolution the funds can generally be used for construction and
improvements, various approved equipment, fire training safety and education, and
general maintenance and operation of the department. For the period beginning July 1,
2013 thru June 30, 2014 the Town of Panama Fire Department had a beginning balance
of $42,880.21, the department has been appropriated $28,323.19 for its benefit and has
expended $48,077.99 leaving a balance of $23,125.41 for future use. Funds requested
must be used in accordance with County purchasing policies and procedures as outlined
in the resolution,
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3.C. EMPLOYEE PENSION AND OTHER BENEFIT PLANS

FIREFIGHTER’S PENSION AND RETIREMENT SYSTEMS

Volunteer firemen of the Town of Panama, Oklahoma, participate in the Oklahoma
Firefighters Pension and Retirement System. The plan covers all volunteer fireman hired
before age 45 if they are working in a participating municipality. These firemen are not
paid a salary.

A. Eligibility Factors, Contribution Methods, and Benefit Provisions

Oklahoma Firefighter’s
Pension and

Retirement System

Obtaining separately issued financial

statements Firefighters Pension & Retirement
4545 N. Lincoln Bivd.
Oklahoma City, OK 73105-3414

Eligibility to participate All full-time or voluntary firefighters
of a participating municipality and
hired before age 45.

Authority establishing contribution

obligations and benefits State Statute

Employee’s contribution rate N/A

Town’s contribution rate ($60 per volunteer) $60

State obligation State appropriation to fund the

unfunded actuarial accrued liability
Period required to vest 20 years of service

Eligibility and benefits for distribution

{fuli-time) 20 years credited service, 2 4% of
Final average salary multiplied by
the years of credited service with a
maximum of 30 years considered; if
vested; at or after age 50, or after 10
but before 20 years of credited
service, with reduced benefits.

Eligibility and benefits for distribution

{volunteer) 20 years credited service equal to
$5.46 per month per year of service,
with a maximum of 30 years
considered,
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Deferred retirement option Yes, 20 years credited with
continued service for a maximum

of 30 or more years

Provisions for:
Cost of living adjustments Yes, if vested by 5/83
{normal retirement)

Provisions for;

Death (duty, non-duty, post retirement) Yes
Disability (duty, non-duty) Yes
Cost of living allowances Yes

Contributions and Trend Information

Contributions required by State Statute and made for each of the past three fiscal years
are:

2012 $ 1,020
2013 $ 1,980
2014 $ 1,140

These contributions represent 100% of the required contribution in each fiscal year.

Defined Contribution Plan

The Town provides pension benefits for all of its full-time employees through a defined
contribution plan. The employer has adopted a “5304 Savings Incentive Match Plan for
Employees of Small Employers (SIMPLE)” Plan for the benefit of eligible employees.
The Plan is administered by plan custodian Edward Jones, Inc.

The simple plan is available to employees who are expected to receive at least $5,000 in
compensation for the calendar year. In a simple IRA plan, benefits depend solely on
amounts contributed to the plan. The District elects to contribute to each eligible
employee a matching contribution equal to the employee’s salary reduction contributions
up to a limit of 3% of the employee’s compensation for the year. The maximum
contribution amount an employee may defer is limited to the lesser of 100% of earned
income up to the contribution limit for each calendar year of $11,500.

The Town’s total payroll in the fiscal year ending June 2014 was $275,729. The Town’s
contributions were calculated using the base salary amount of $193,306. Both the Town
and the covered employees made the required contribution of 3%.

The employer required contributions from the current year wages amounted to $5,799.
The covered employees required contributions amounted to $5,799 and additional
voluntary contributions above the required 3% totaled $2,828 for total plan
employee/employer contributions of $14,426.
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Related-Party Investments

As of June 30, 2014, the System held no related-party investments of the Town or of its
component units,

3.D. RISK MANAGEMENT

The Town is exposed to various risks of loss related to torts; theft of, damage to, or
destruction of assets; errors or omissions; injuries to employees; employee’s health and
life; and natural disasters.

The Town manages these various risks of loss as follows:

Type of Loss Method Managed Risk Retained

a. Torts, errors and ormissions Purchased insurance with Oklahoma (1)
Municipal Assurance Group

b. Injuries to employees Purchased insurance with Oklahoma (13
(workers' compensation) Municipal Assurance Group

¢. Physical property loss and Purchased insurance with Oklahoma (1)
natural disasters Municipal Assurance Group and

d. Health and life Participates in the Oklahoma State None

Education Employee Group
Insurance Board

The Town participates in the Oklahoma Municipal Assurance Group Liability Protection
Plan and Life and Health Benefit Plan (risk entity pools).

Management believes such coverage is sufficient to preclude any significant uninsured
losses to the Town. Settled claims have not exceeded this insurance coverage in any of
the past three fiscal years.
3.E. COMMITMENTS AND CONTINGENCIES
COMMITMENTS

At June 30, 2014, the Town had an unrecorded commitment for earned but unused

vacation and compensatory time leave benefits that would require payment upon
employee termination of service.
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The compensated absences commitment of $3,184 at June 30, 2014, can be
summarized as follows:

Street &
Town Alley PWA Total
Vacation $ 1,980 $ 0 $ 1,204 $3,184

CONTINGENCIES

Grant Program Involvement

In the normal course of operations, the Town participates in various federal or state
grant/loan programs from year to year. The grant/loan programs are often subject to
additional audits by agents of the granting or loaning agency, the purpose of which is to
ensure compliance with the specific conditions of the grant or loan. Any liability of
reimbursement that may arise as a result of these audits cannot be reasonably determined
at this time, although it is believed the amount, if any, would not be material,

Litigation

The financial statements do not include accrual or provision for loss contingencies
resulting from litigation. Under applicable Oklahoma statutes, such judgments may
become liabilities only of the Debt Service Fund and only in the year in which tax
revenue is specifically assessed for payment of the claim, and only to the extent of the
taxes so specifically assessed in that year. Such claims are generally paid through special
tax assessments over a three-year period.

Accordingly, the Town believes that such claims should be recorded in the year in which
taxes are assessed for payment on the claim, only to the extent of such tax revenue that is
actually provided. This method is preferable to the conflicting rule for treatment of loss
contingencies as set out in Statement of Financial Accounting Standards No.5 (issued by
the Financial Accounting Standards Board) wherein contingencies should be recorded in
full in the year in which it is probable that a liability has been created if the amount of
loss can be reasonably estimated.

3.F. SUBSEQUENT EVENTS
The Town did not have any subsequent events through the date the financial statements

were issued, for events requiring recording or disclosure in the financial statements for
the year ending June 30, 2014.
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SUPPLEMENTARY INFORMATION

Supplementary information includes financial information and disclosures that provide
users of this report with additional data that supplements the government-wide
statements, fund financial statements, and notes (referred to as “the basic financial
statements”™).
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BUDGETARY COMPARISON SCHEDULE
MODIFIED CASH BASIS
GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Beginning Budgetary Fund Balance

Revenues:
Taxes
Sales tax
Use tax
Franchise tax
Cigarette tax
Total Taxes

Intergovernmental:
Alcoholic beverage tax
Total Intergovernmental

Fines and forefeitures
Court Fines
Total Fines and Forfeitures

Licenses and Permits
Inferest Income
Miscellaneous:
Misc. revenue
Total Miscellaneous
Other Financing Sources:
Transfers from other funds
Capital lease proceeds

Total Other Financing Sources

Amounts available for appropriation

Variance with
Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
70,517 70,517 70,517 -
62,843 62,843 56,842 (6,001}
10,000 10,000 6,821 (3,179
40,000 40,000 40,337 337
2,500 2,500 2,109 (391)
115,343 115,343 106,109 (9,234)
10,000 10,000 11,363 1,363
10,000 10,000 11,363 1,363
175,000 175,000 118,280 (56,720}
175,000 175,000 118,280 (56,720)
500 500 235 (265)
200 200 106 (94
4,500 4,500 23,396 18,896
4,500 4,500 23,39 18,896
t 0 0 0
0 0 0 0
0 O ...... 0 0
376,060 376,060 330,006 (46,054)
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Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
Charges to Appropriations (Outflows):
Clerk:
Personal services 5730 5,731 5,31 420
Other services and charges 550 550 305 245
Total Clerk 6,280 6,281 5,616 665
General Government:
Personal services 64,147 64,147 43,539 20,608
Materials and supplies 6,500 6,500 1,847 4,653
Other services and charges 13,800 13,800 10,520 3,280
Capital outlay 2,000 2,000 995 1,005
Total General Governmnent 86,447 86,447 56,901 29,546
Police:
Personal services 153,883 155,046 136,323 18,723
Materials and supplies 25,000 25,000 23,295 [,705
Other services and charges 58,200 59,200 46,300 12,900
Capital outlay 5,000 5,000 697 4,303
Debt service 13,500 9,338 7,644 1,694
Total Police 255,583 253,584 214,259 39,325
Other Financing Uses:
Transfers to other funds ] 0 0 0 0
Total Other Financing Uses 0 ] 0 0 _ 0
Total Charges to Appropriations 348,310 346,312 276,776 69,536
Ending Budgetary Fund Balance 27,750 29,748 53230 23,482

42



TOWN OF PANAMA, OKLAHOMA

BUDGETARY COMPARISON SCHEDULE
MODIFIED CASH BASIS BUDGETED - SPECIAL REVENUE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SPECIAL REVEWUE FUNDS

STREET _
Variance with
Budpgeted Amounts Actual Final Budget
Original Final Amounts FPositive (Negative)
Beginning Budgetary Fund Balance 19,551 19,551 19,551 4]
Resources (Inflows):
Taxes 62,843 62,843 56,842 (6,001}
Intergovernmental 13,500 13,500 13,320 (180)
Investment income 100 100 44 (56)
Miscellaneous 1,000 1,000 __ 2,961 1,961
Amounts available for appropriation 96,994 96,994 02 718 (4,276)
Charges to appropriations {Outflows):
Street;
Personal services 45,243 45,244 37,277 7,967
Materials and supplies 23,500 23,500 10,661 12,839
Other services and charges 26,800 26,800 23,665 3,135
Capital outlay 0 0 0 o
Debt service 12,000 12,000 4.303 7,697
Total Street 107,543 107,544 75,906 31,638
Other Financing Uses:
Capital lease proceeds 0 0 0 0
Transfers from other funds 0 o 4] 0
Transfers to other funds 4] O Y o]
Total Other Financing Sources o 0 4] 6]
Total Charges to Appropriations 107,543 107,544 75,906 31,638
Ending Budetary Fund Balance (10,549) (10,550) 16,812 27,362
FIRE _
Variance with
Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
Beginning Budgetary Fund Balance 163,138 163,138 163,138 4]
Resources (Inflows):
Taxes 62,843 62,843 56,842 (6,001)
Intergovernmental o] 4. 474 4,474 4]
Charges for services v} 0 2,000 2,000
Investment income 300 300 428 128
Miscellaneous 2,000 2.000 1,057 {9433
Amounts available for appropriation 228,281 232,755 227,939 ~ {4,816)
Fire:
Personal services 35,105 35,105 22,464 12,641
Materials and supplies 5,500 5,500 3,060 2,440
Other services and charges 18,800 18,800 13,070 5,730
Capital outlay 27,700 64,173 13,159 51.014
Total Fire 87,105 123,578 51,753 71,825
Other Financing Uses:
Transfers to other funds ] 0 0 0
Teotal Other Financing Sources 4 O 0 0
Total Charges to Appropriations 87,105 123,578 51,753 71,825
Ending Budgetary Fund Balance 141,176 109,177 176,186 67,009
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Budget Law

The Town prepares its annual operating budget under the provisions of the Municipal
Budget Act (the “Budget Act™). In accordance with those provisions, the following
process is used to adopt the annual budget:

a. Prior to June 1, the Mayor submits to the Town Council a proposed operating
budget for the fiscal year commencing the following July 1.

b. Public hearings are conducted to obtain citizen comments. At least one public
hearing must be held no later than 15 days prior to July 1.

¢. Subsequent to the public hearings but no later than seven days prior to July 1, the
budget is adopted by resolution of the Town Council.

d. The adopted budget is filed with the Office of State Auditor and Inspector.

o The legal level of control at which expenditures may not legally exceed
appropriations is by department within a fund.

All transfers of appropriations between departments and supplemental appropriations
require Town Council approval. The Mayor may transfer appropriations between object
categories within a department without Town Council approval. Supplemental
appropriations must also be filed with the Office of State Auditor and Inspector.

Basis of Accounting

The budget is prepared on the same modified cash basis of accounting as applied to the
governmental funds in the basic financial statements. Revenues and expenditures are
reported when they result from cash transactions.
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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

To the Board of Trustees
Town of Panama, 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 Comptrolier General of the
United States, and 1in accordance with Oklahoma Statutes, the
modified cash basis financial statements of the governmental
activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the Town of Panama,
Oklahoma, as of and for the year ended Jdune 30, 2014, and the
related notes to the financial statements, which were prepared on
the modified cash basis of accounting, which is a comprehensive
basis of accounting other than generally accepted accounting
principles, which collectively comprise the Town of Panama,
Oklahoma’s basic financial statements, and have issued our report
thereon dated August 17, 2015.

Internal Control Qver Financial Reporting

In planning and performing our audit, we considered the Town of
Panama’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 opinion on
the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of the Town of Panama’s internal
control. Accordingly, we do not express an opinion on the
effectiveness of Town of Panama’s internal control.

A deficiency 1in 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 combination of
deficiencies, 1in internal control, such that there 1is a
reasonable possibility that a material misstatement of the
entity’'s financial statements will not be prevented, or detected
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and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control
that 1is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control was for the timited 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 and
therefore, material weaknesses or significant deficiencies may
exist that were not identified. @Given these limitations, during
our audit we did not identify any deficiencies 1in internal
control that we consider to be material weaknesses,. However,
material weaknesses may exist that have not been identified.

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether the Town
of Panama’s financial statements are free of material
misstatement, we performed tests of compliance with certain
provisions of Taws, 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

This report is intended 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 1in considering the entity’s
internal control and compliance. Accordingly, this communication
is not suitable for any other purpose.

s beans CFA & fasverakes, F,
Kershaw CPA & Associates, PC

August 17, 2015
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