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INDEPENDENT AUDITOR®S REPORT

To the City Council
City of Heavener, Oklahoma

Report on the Audit of the Financial Statements
Opinions

I have audited the accompanying modified cash basis financial
statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund
information of the City of Heavener, QOklahoma, as of and for the fiscal
year ended June 30, 2022, and the related notes to the financial
statements, which collectively comprise the City of Heavener’'s basic
financial statements as listed in the table of contents.

In my opinion, the accompanying financial statements referred to above
present fairly, in all material respects, the respective modified cash
basis financial position of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund
information of the City of Heavener as of June 30, 2022, and the
respective changes in modified cash basis financial position, and where
applicable, cash flows thereof for the year then ended in accordance
with modified cash basis of accounting described in Note 1.

Basis for Opinions

I conducted my audit in accordance with auditing standards generally
accepted in the United States of America (GAAS), and the standards
applicable to financial audits contained 1in Government Auditing
Standards, issued by the Comptroller General of the United States. My
responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements
section of my report. I am required to be independent of the City of
Heavener, Oklahoma and to meet my other ethical responsibilities, in
accordance with the relevant ethical requirements relating to my audit.
I belijeve that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my audit opinions.

Emphasis of Matter - Basis of Accounting
I draw attention to Note 1 of the financial statements, which describes

the basis of accounting. The financial statements are prepared on the
modified cash basis of accounting, which is a basis of accounting other
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than accounting principles generally accepted in the United States of
America. My opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

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

Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if
there is a substantial 1ikelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user
based on the financial statements.

In performing an audit in accordance with GAAS, I

e Exercise professional Judgment and maintain professional
skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding
the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
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on the effectiveness of the City of Heavener’s internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by
management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in my judgment, there are conditions or events,
considered in the aggregate, that raise substantial doubt about
the City of Heavener’s ability to continue as a going concern for
a reasonable period of time.

I am required to communicate with those charged with governance
regarding, among other matters, the planned scope and timing of the
audit, significant audit findings, and certain internal control-related
matters that I identified during the audit.

Other Matters
Other Information

My audit was conducted for the purpose of forming opinions on the
financial statements taken as a whole. 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 financial
statements of the City of Heavener, Oklahoma.

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

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, 1 have also issued my

report dated April 28, 2024, on my consideration of the City of
Heavener's internal control over financial reporting and my 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
solely to describe the scope of my testing of internal control over
financial reporting and compliance and the results of that testing, and
not to provide an opinion on the effectiveness of City of Heavener’s
internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering City of Heavener’s
internal control over financial reporting and compliance.

April Adams CPA PLLC

Ponca City, Oklahoma

April 28, 2024



CITY OF HEAVENER, OKLAHOMA

STATEMENT OF NET POSITION - MODIFIED CASH BASIS

AS OF JUNE 30, 2022

Governmental Business-Type
Activities Activities Total
Assets
Current Assets
Cash and cash equivalents $ 1,057,280 $ 673,815 § 1,731,095
Certificates of deposit 74,702 - 74,702
Due from other funds 25,365 - 25,365
Restricted assets - cash and certificates of deposit 351,454 1,069,333 1,420,787
Total Current Assets 1,508,801 1,743,149 3,251,949
Non-current Assets
Capital assets
Land 353,567 229,568 583,135
Building and improvements 2,881,498 5,081,461 7,962,959
Sewer system and improvements - 7,294,161 7,294,161
Water system and improvements - 1,494,397 1,494,397
Street and street improvements 1,630,585 - 1,530,585
Furniture and fixtures 94,405 2,864 97,269
Machinery and equipment 702,214 1,247,931 1,950,145
Vehicles 1,677,395 134,118 1,811,513
Construction in process 18,809 - 18,809
Accumulated depreciation (3,385,204) (9,781,343) (13,166,547)
Capital Assets-Net 3,873,269 5,703,157 9,576,426
Total Assets 5,382,070 7,446,306 12,828,375
Liabilities
Current Liabilities
Payroll and payroll withholdings - - -
Due to other funds 6,930 18,435 25,365
Current maturity of long-term debt 8,540 240,000 248,540
Current portion of capital lease obligations 90,539 3,870 94,409
Payable from restricted assets
Customer meter deposits - 92,485 92,485
Total Current Liabilities 106,010 354,790 460,799
Non-current liabilities
Long-term debt 108,411 6,930,000 7,038,411
Capital lease obligations 535,734 8,097 543,830
Total Non-current Liabilities 644,145 6,938,097 7,582,241
Total Liabilities 750,154 7,292,887 8,043,041
Net Position
Net investment in capital assets 3,130,045 (1,466,843) 1,663,202
Restricted:
Debt Service - - -
Grants 218,594 - 218,594
Other 132,860 - 132,860
Unrestricted 1,150,417 1,620,261 2,770,677
Total Net Position $ 4,631,915 $ 153,418 § 4,785,333

See accompanying notes and independent auditor’s report.
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CITY OF HEAVENER, OKLAHOMA

STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Net (Expense) Revenue

Program Revenues And Change [n Net Position
Business-
Charges for Grants & Governmental Type
Functions/Programs Expenses Services Contributions Activities Activities Total
Governmental Activities
General government $ 270,265 $ - $ 293,269 $ 23,004 § - 8 23,004
Police department 983,817 431,171 (552,646) - (552,646)
Fire department 155,409 - 4,763 (150,646) - (150,646)
Public works 345,276 - - (345,276) - (345,276)
Culture and recreation 167,264 - (167,264) - (167,264)
Interest on long-term debt 17,993 - - (17,993) - (17,993)
Total Governmental Activities 1,940,023 431,171 298,032 (1,210,820) - (1,210,820)
Business-Type Activities
Charges for Services 5,189,238 5,272,923 - - 83,685 83,685
Total Business-Type Activities 5,189,238 5,272,923 - - 83,685 83,685
Total $ 7,129,261 $ 5,704,094 $ 298,032
General Revenues:
Sales and use tax 1,137,452 - 1,137,452
Franchise taxes and fees 161,707 - 161,707
Other taxes 85,455 - 85,455
Investment earnings 1,957 1,340 3,297
Rental income 17,088 - 17,088
Gain / (loss) on asset disposal - (3,292) (3,292)
Miscellaneous 111,734 7 112,505
Transfers (354,264) 354,264 (0)
Total General Revenues and Transfers 1,161,128 353,083 1,514,212
Change in Net Position (49,692) 436,768 387,077
Net Position, Beginning of Year, as previously stated 4,681,606 (283,350) 4,398,256
Prior period adjustments - - -
Net Position, Beginning of Year, restated 4,681,606 (283,350) 4,398,256
Net Position, End of Year $ 4,631,915 $ 153,418 § 4,785,333

See accompanying notes and independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

BALANCE SHEET - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

AS OF JUNE 30, 2022

Street & Other Total
Alley Governmental Governmental
General - Fund Funds Funds

Assets
Cash and cash equivalents 716,558 340,721 - 3 1,057,280
Certificates of deposit 74,702 - - 74,702
Due from other funds 25,365 - - 25,365
Restricted assets - cash and certificates of deposit 132,860 - 218,594 351,454
Total Assets 949,485 340,721 218,594 $ 1,508,801
Liabilities & Fund Balances
Liabilities
Payroll and payroll withholdings - - - 8 -
Due to other funds - 6,930 - 6,930
Total Liabilities - 6,930 - 6,930
Fund Balances
Restricted 132,860 - 218,594 351,454
Assigned - 333,790 - 333,790
Unassigned 816,626 - - 816,626
Total Fund Balances 949,486 333,790 218,594 1,501,871
Total Liabilities and Fund Balances 949,486 340,720 218,594 § 1,508,801

See accompanying notes and independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION - MODIFIED CASH BASIS

AS OF JUNE 30, 2022

Total Fund Balances - Governmental Funds $ 1,501,871

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

Capital assets used in governmental activities are not financial
resources and therefore are not reported as assets in governmental
funds. The cost of assets is $7,258,473 and the accumulated
depreciation is $3,385,204. 3,873,269

Long-term liabilities, including bonds payable, 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:

Notes payable $§ (116,951)
Capital lease obligations (626,273) (743,224)
Total Net Position - Governmental Activities $ 4,631,915

See accompanying notes and independent auditor's report.

8



CITY OF HEAVENER, OKLAHOMA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
GOVERNEMENTAL FUNDS - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Street & Other Total
Alley Governmental Governmental
General Fund Funds Funds

Revenues
Taxes $ 940,765 $ 196,687 $ - $ 1,137,452
Fines and forfeitures 431,171 - - 431,171
Franchise fees 161,707 - - 161,707
Other taxes 59,284 26,171 - 85,455
Grant income - - - -
Grant income 298,032 - - 298,032
Donations 62,800 - - 62,800
Rent 17,088 - - 17,088
Other 35,666 18,722 - 54,388
Interest 574 186 1,197 1,957
Total Revenues 2,007,086 241,766 1,197 2,250,049
Expenditures
General government 255,410 - - 255,410
Police department 878,380 - - 878,380
Fire department 91,405 - - 91,405
Public works - 300,624 - 300,624
Culture and recreation 101,222 - - 101,222
Capital outlay 795,302 48,063 - 843,364
Debt service:

Principal 126,880 - - 126,880

Interest 17,993 - - 17,993
Total Expenditures 2,266,591 348,687 - 2,615,277
Excess of Revenues Over (Under) Expenditures (259,504) (106,921) 1,197 (365,228)
Other Financing Sources (Uses)
Operating transfers (488,769) 134,505 - (354,264)
Gain sale of Assets - - - -
Proceeds from capital lease 635,797 - - 635,797
Total Other Financing Sources (Uses) 147,027 134,505 - 281,532
Net Change in Fund Balance (112,477) 27,584 1,197 (83,695)
Fund Balance, Beginning of Year as previously stated 1,061,963 306,206 217,397 1,585,566
Prior period adjustments - - - -
Fund Balance, Beginning of Year as restated 1,061,963 306,206 217,397 1,585,566
Fund Balance, End of Year $ 949,486 $ 333,790 $ 218,594 $ 1,501,871

See accompanying notes and independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES TO THE STATEMENT OF
ACTIVITIES - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Total Net Change in Fund Balances - Governmental Funds $ (83,695)

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

Capital outlays are reported in governmental funds as expenditures. However,
in the Statement of Activities, the cost of those assets are allocated over their
estimated useful lives as depreciation expense. This is the amount by which
capital outlays of $843,364 are exceeded by depreciation expense of $294,990 for
the period. 548,374
Reduction upon recognition of lease proceeds (635,797)

Repayment of debt principal is an expenditure in the governmental funds, but
the repayment reduces long-term liabilities in the Statement of Net Position.
This is the amount by which long-term liabilities were reduced for payments on:
Notes payable 8,152
Capital lease obligations 118,728

The statement of activities reports a loss on disposal of assets. The loss
on disposal is calculated as follows:

Miscellaneous adjustment to income (4)

Cost of assets disposed (130,412)

Accumulated depreciation of assets disposed 124,962 (5,450)
Change in Net Position of Governmental Activities $ (49,692)

See accompanying notes and independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

STATEMENT OF NET POSITION - PROPRIETARY FUNDS - MODIFIED CASH BASIS

AS OF JUNE 30, 2022

Assets
Current Assets
Cash and cash equivalents $ 673,815
Restricted assets - cash and certificates of deposit 1,069,333
Due from other funds -
Total Current Assets 1,743,149
Non-current Assets
Capital assets
Land 229,568
Building and improvements 5,081,461
Sewer system and improvements 7,294,161
Water system and improvements 1,494,397
Furniture and fixtures 2,864
Machinery and equipment 1,247,931
Vehicles 134,118
Accumulated depreciation (9,781,343)
Capital Assets-Net 5,703,157
Total Assets 7,446,306
Liabilities
Current Liabilities
Payroll and payroll withholdings -
Due to other funds 18,435
Current maturity of long-term debt 240,000
Current portion of capital lease obligations 3,870
Customer meter deposits 92,485
Total Current Liabilities 354,790
Non-current Liabilities
Long-term debt 6,930,000
Capital lease obligations 8,097
Total Non-current Liabilities 6,938,097
Total Liabilities 7,292,887
Net Position
Net investment in capital assets (1,466,843)
Unrestricted 1,620,261
Total Net Position $ 153,418

See accompanying notes and independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION -
PROPRIETARY FUNDS - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Operating Revenues

Charges for services $ 5,175,937
Penalties and fees 96,986
Miscellaneous 771
Total Operating Revenues 5,273,694
Operating Expenses
Water 1,939,375
Sewer 481,789
Industrial Sewer 1,991,415
Garbage 213,851
Depreciation 392,454
Total Operating Expenses 5,018,884
Net Income From Operations 254,810

Non-Operating Revenue (Expenses)

Gain (Loss) on sale (3,292)
Interest income 1,340
Interest expense (170,354)
Miscellaneous -
Total Non-Operating Revenue (Expenses) (172,306)
Net Income (Loss) Before Operating Transfers 82,504
Operating transfers in / (out) 354,264
Change in Net Position 436,768
Net Position, Beginning of Year (283,350)
Prior period adjustment -
Net Position, Beginning of Year, restated (283,350)
Net Position, End of Year $ 153,418

See accompanying notes and independent auditor's report.

12



CITY OF HEAVENER, OKLAHOMA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Cash Flows from Operating Activities

Cash received from customers $ 5,273,694
Cash payments to suppliers for goods and services (4,525,817)
Cash payments to employees (102,021)
Net Cash Provided By Operating Activities 645,856
Cash Flows from Noncapital and Related Financing Activities

Due to other funds (53,052)
Due from other funds -
Net borrowings (repayment) of advances from primary government 354,264
Net Cash Provided For Noncapital and Related Financing Activities 301,212

Cash Flows from Capital and Related Financing Activities
Capital grants received -
Cash used to acquire fixed assets (80,720)

Principal paid on debt (203,756)
Interest paid on debt (170,354)
Net Cash Used For Capital and Related Financing Activities (454,830)
Cash Flows from Investing Activities
Interest income 1,340
Net Cash Provided By Investing Activities 1,340
Net Increase In Cash, Cash Equivalents and Restricted Cash 493,578
Cash, Cash Equivalents and Restricted Cash, Beginning of Year 1,249,571
Cash, Cash Equivalents and Restricted Cash, End of Year $ 1,743,149
Reconciliation to the Statement of Net Position
Cash and cash equivalents $ 673,815
Restricted assets - cash and certificates of deposit 1,069,333
Total Cash, Cash Equivalents and Restricted Cash $ 1,743,149
Reconciliation of Operating Income to Net Cash Provided By Operating Activities
Operating income $ 254,810
Adjustments:

Depreciation 392,454
Net change in assets and liabilities:

Payroll and payroll withholdings (1,408)

Customer meter deposits -
Net Cash Provided By Operating Activities $ 645,856

See accompanying notes and independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2022

Organization

The City of Heavener, Oklahoma, (the City) operates under an elected Council-City Manager form of
government. The City provides the following services to its citizens; public safety (police and fire), streets
and highways, sanitation, social services, culture and recreation, public improvements, utilities, planning
and zoning, and general administrative services.

1. Summary of Significant Accounting Policies
a. Reporting Entity

The accompanying financial statements present the City and its component units, entities for which
the government is considered financially accountable. A blended component unit, although a legally
separate entity, is in substance, part of the government's operations and so data from this unit is
included as part of the reporting entity. The City's financial statements do not include any discretely
presented component units, which would be reported in a separate column in the government-wide
financial statements to emphasize that they are legally separate from the City. In determining the
financial reporting entity, the City follows the provisions of Governmental Accounting Standards
Board (GASB) Statement No. 61, "The Financial Reporting Entity: Omnibus - An Amendment of
GASB Statements No 14 and No. 34", and includes all component units for which the City is
financially accountable. ‘

Blended Component Units

The Heavener Utilities Authority (the Utility Authority) was created as a public trust pursuant to Title 60
of the Oklahoma Statutes to finance, develop and operate the water, wastewater, and solid waste
activities of the City. The City Council serves as the governing body of the Utility Authority. Debt
issued by the Ultility Authority requires approval of the City Council. The City is the beneficiary of the
trust. The City owns the utility systems operated by the Utility Authority and leased such assets to

the trust. The Utility Authority is reported as an enterprise fund and does not issue separate financial
statements.

Heavener Economic Development Authority was created as a public trust and as an agency of the
State of Oklahoma under Title 60, Oklahoma Statutes, and is governed by the City Commission
members during their term along with additional appointed trustees who are elected to serve four-year
terms. The trust was created for the use and benefit of the City to encourage, promote, and foster
economic development within the City.



CITY OF HEAVENER, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2022

1. Summary of Significant Accounting Policies (continued)
b. Basis of Accounting

The financial statements of the City are presented on the modified cash basis of accounting, which

is a basis of accounting other than accounting principles generally accepted in the United States

of America (GAAP) established by the Governmental Accounting Standards Board (GASB). The
modified cash basis of accounting is based on the recording of cash and cash equivalents and
changes therein, and only recognizes revenues, expenses, assets, and liabilities resulting form cash
transactions adjusted for modifications that have substantial support in generally accepted accounting
principles. These modifications include adjustments for the following balances arising from cash
transactions:

capital assets and related depreciation, where applicable
long-term debt, where applicable

utility deposit liabilities

certain payroll withholding and related payroll liabilities

As a result of the use of this modified cash basis of accounting, certain assets and their related
revenues (accounts receivable and revenue for billed or provided services that have not been collected
in cash are not accrued as revenue or receivables) and certain liabilities and their related expenses
(such as accounts payable and expenses for goods or services received but not yet paid, and certain
accrued expenses and liabilities) are not recorded in these financial statements. In addition, other
economic assets, deferred outflows, liabilities, and deferred inflows that do not arise from a cash
transaction or event are not reported, and the measurement of reported assets and liabilities does

not involve adjustment to fair value.

c. Basis of Presentation

Basic financial statements are presented at both the government-wide and fund financial level. Both
levels of statements categorize primary activities as either governmental or business-type.
Governmental activities, which are normally supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees and
charges for services.

Government-Wide Financial Statements

Government-wide financial statements report information about the reporting government as a whole.
For the most part, the effect of interfund activity has been removed from these statements. These
statements focus on the sustainability of the City as an entity and the change in aggregate financial
position resulting from the activities of the year. These aggregated statements consist of the
Statement of Net Position and the Statement of Activities.



CITY OF HEAVENER, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2022

1. Summary of Significant Accounting Policies (continued)
c. Basis of Presentation (continued)

The Statement of Activities demonstrates the degree to which the direct expenses of a given function

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

Fund Financial Statements

Fund financial statements report information at the individual fund level. Each fund is considered to
be a separate accounting entity. Funds are classified as governmental, proprietary, and fiduciary.
Currently, the City has only governmental and proprietary type funds. Major individual governmental
funds and major individual enterprise funds are reported as separate columns in the fund financial
statements. Non-major funds are consolidated into a single column in the financial section of the basic
financial statements.

The governmental funds are reported on a modified cash basis of accounting. Only current financial
assets and liabilities are generally included on the fund balance sheets. The operating statements
present sources and uses of available spendable financial resources during a given period. These
fund financial statements use fund balance as their measure of available spendable financial resources
at the end of the period.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Non-operating revenues, such as investment earnings,
result from non-exchange transactions.

Governmental funds include the following fund types:

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

The special revenue funds account for revenue sources that are legally restricted to expenditures.
Special revenue funds consist of the Street and Alley fund and grant fund.

The debt service funds are used to account for the accumulation of resources for, and the payment
of general long-term debt, including capital lease obligations, principal, interest and related costs.
The Bond fund is the City's only debt service fund.
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1. Summary of Significant Accounting Policies (continued)
c. Basis of Presentation (continued)
The City reports the following major proprietary funds:

The Heavener Utilities Authority is used to account for operations (a) that are financed and

operated in a manner similar to private business enterprises where the intent of the Council is that
the costs (expenses, including depreciation) of providing goods or services to the general public on
a continuing basis be financed or recovered primarily through user charges; or (b) where the
Council has decided that periodic determination of revenues earned, expenses incurred, and/or

net income is appropriate for capital maintenance, public policy, management control, accountability,
or other purposes.

The Heavener Utilities Authority of Heavener, Oklahoma, consists of two funds - the Utility Authority
fund and the meter deposit fund.

d. New Accounting Pronouncements

The Governmental Accounting Standards Board (GASB) has issued several new accounting
pronouncements that took effect during the fiscal year. The following is a description of the new
pronouncements applicable to the City:

GASB Statement No. 75, Accounting and Reporting for Post Employment Benefits Other

Than Pensions .. The purpose of this statement is to improve accounting and financial reporting
by state and local governments for post employment benefits other than pensions. The City
adopted this financial statement during the year and it had no impact on the City's financial
statements.

GASB Statement No. 81, Irrevocable Split-Interest Agreements . Split interest agreements are
a type of giving arrangement used by donors to provide resources to two or more beneficiaries,
including governments. The objective of this statement is to improve accounting and financial
reporting for irrevocable split-interest agreements by providing recognition and measurement
guidance for situations in which a government is a beneficiary of the agreement. The City
adopted this statement during the year and it had no impact on the financial statements.

GASB Statement No. 85, Omnibus 2017. This statement addresses a variety of topics including
issues related to blending component units, goodwill, fair value measurement and application,
and post employment benefits. The City adopted this statement during the year and it had no
impact on the financial statements.
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1. Summary of Significant Accounting Policies (continued)
d. New Accounting Pronouncements (continued)

GASB Statement No. 86, Certain Debt Extinguishment Issues. The primary objective of this
statement is to improve consistency in accounting and financial reporting for in-substance
defeasance of debt by providing guidance for transactions in which cash and other monetary
assets acquired with only existing resources - resources other than the proceeds of refunding
debt - are placed in an irrevocable trust for the sole purpose of extinguishing debt. The City
adopted this statement during the year with no significant impact to the financial statements.

e. Assets, Liabilities, and Net Position/Fund Balance

Fair Value of Financial Instruments

The City's financial instruments include cash and cash equivalents, certificates of deposit, and
payroll and payroll withholdings. The City's estimate of the fair value of all financial instruments
does not differ materially from the aggregate carrying value of its financial instruments recorded in
the accompanying statement of net position. The carrying amount of these financial instruments
approximate fair value because of the short maturity of these instruments.

Cash and Cash Equivalents

Cash balances from all funds are pooled and invested to the extent available in certificates of deposit.
For purposes of the Statement of Cash Flows, the proprietary fund considers all highly liquid debt
instruments with a maturity of three months or less when purchased to be cash equivalents.

Restricted assets

Funds received from utility customers for water meter deposits are maintained in separate accounts
and held for refund to the customer upon their discontinuance of service, provided all outstanding
balances are paid.

Certain debt proceeds as well as certain resources set aside for their repayment are classified as
assets in the statement of net position and balance sheet because their use is limited by
applicable bond and/or loan covenants.
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1. Summary of Significant Accounting Policies (continued)

e. Assets, Liabilities, and Net Position/Fund Balance (continued)

Capital Assets

Capital assets, which include buildings and improvements, water distribution system, machinery

and equipment, and vehicles are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. Capital assets are defined by the City as
assets with an initial cost of more than $2,500 and an estimated useful life in excess of one year.
Capital assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated assets are recorded at estimated fair market value as of the date of the donation.

The costs of normal maintenance and repairs that do not add to the value or capacity of the asset or
materially extend the life of the asset are not capitalized.

Maijor outlays for capital assets and improvements are capitalized as projects are constructed.

Capital assets are being depreciated using the straight-line method over the following estimated

useful lives:

Years
Building and improvements 5-50
Sewer system and improvements 10-50
Water system and improvements 5-50
Street and street improvements 5-40
Furniture and fixtures 5-10
Machinery and equipment 5-50
Vehicles 4-10

In the governmental fund financial statements, capital assets acquired are accounted for as capital
outlay expenditures.

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds for goods
provided or services rendered. Short-term interfund loans are classified as "due to/from other funds."
All short-term interfund receivables and payables at year end are planned to be eliminated in the
subsequent year. Long-term interfund loans are classified as "advances to/from other funds.” Any
residual balances outstanding between governmental activities and business-type activities are
reported in the government-wide financial statements as "internal balances" or “internal advances".
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1. Summary of Significant Accounting Policies (continued)

e. Assets, Liabilities, and Net Position/Fund Balance (continued)

Compensated Absences

As a result of the use of the modified cash basis of accounting, liabilities related to accrued
compensated absences are not recorded in the financial statements. Expenditures/expenses
related to compensated absences are recorded when paid.

Long-term obligations

In the government-wide financial statements and proprietary fund types in the fund financial statements,
long-term debt, and other long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or proprietary fund type statement of net assets. Bond premiums
and discounts are deferred and amortized over the life of the bonds. Bonds payable are reported

net of the applicable bond premium or discount.

In the fund financial statements, governmental fund types report the face amount of debt as other
financing sources.

Net Position / Fund Balance

The government-wide and proprietary fund financial statements utilize a net position presentation. Net
position is categorized as net investment in capital assets, restricted net position and unrestricted net
position.

Net Investment in Capital Assets - This component of net position consists of capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages,
notes, or other borrowings that are attributable to the acquisition, construction, or improvement of
those assets.

Restricted Net Position - Net position is reported as restricted when constraints placed on net
position use are either externally imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments or imposed by law through constitutional
provisions or enabling legislation. It is the City's policy to use restricted net position prior to the use
of unrestricted net position when both restricted and unrestricted net position are available for an
expense which has been incurred.

Unrestricted Net Position - Unrestricted net position represents net position that is not restricted
because of constraints imposed by external parties or imposed by laws of other governments or
related to the acquisition and construction of capital assets. Unrestricted net position consists of
net position that does not meet the definition of “restricted” or "net investment in capital assets".
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1. Summary of Significant Accounting Policies (continued)

e. Assets, Liabilities, and Net Position/Fund Balance (continued)

Net Position / Fund Balance (continued)

In the Fund financial statements, fund balance consists of nonspendable fund balance which includes
amounts that cannot be spent because they are not in spendable form, or they are legally or
contractually required to be maintained intact. Restricted fund balance are amounts restricted to
specific purposes. Committed fund balance are amounts that can only be used for specific purposes
as pursuant to official action by City Council prior to the end of the reporting period. Assigned fund
balance are amounts the City intends to use for a specific purpose but is neither restricted nor
committed. Unassigned fund balance represents fund balance that has not been assigned to other
funds and has not been restricted, committed, or assigned to specific purposes within the general
fund.

When restricted and other fund balance resources are available for use, it is the City's policy to use
restricted resources first, followed by committed, assigned, and unassigned amounts, respectively.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that affect
the reported amounts in the financial statements and notes to the financial statements. Actual results
could differ from those estimates.

Income Taxes
As a government agency, the City is exempt from federal and state income taxes.
2. Stewardship, Compliance and Accountability

The City is required to adopt an annual budget for the ensuing fiscal year. The General, special revenue,
and proprietary fund types have legally adopted budgets. From the effective date of the budget, the
amounts stated therein as proposed expenditures/expenses become appropriations to the various City
departments. Throughout the fiscal year the budget was amended to add supplemental appropriations.
All amendments to the budget which change the total appropriation amount for any department require
City Council approval and all increases in appropriations must be accompanied by an increase in revenue
sources of a like amount to maintain a balanced budget.

GASB Statement No. 34 requires that budgetary comparison statements for the General Fund and major
special revenue funds be presented in the basic financial statements. These statements must display
original budget, amended budget and actual results.
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2, Stewardship, Compliance and Accountability (continued)

Budgeted revenue amounts represent the original budget medified by City Council-authorized adjustments
during the year, which were contingent upon new or additional revenue sources. Budgeted expenditure
amounts represent original appropriations adjusted for supplemental appropriations during the year.
Budgets are prepared in conformity with the modified cash basis using the modified accrual basis of
accounting.

3. Bank Deposits

Exposure to custodial credit related to deposits exists when the City holds deposits that are uninsured
and uncollateralized; collateralized with securities held by the pledging financial institution, or by its
trust department or agent but not in the City's name; or collateralized without a written or approved
collateral agreement. The City funds are undercollateralized by $11,700 as of June 30, 2022.

The City's policy as it relates to custodial credit risk is to comply with state law and secure

its uninsured deposits with collateral, valued at no more than market value, at least at a level of 100%

of the uninsured deposits and accrued interest thereon. Acceptable collateral is defined in state statutes
and includes U.S. Treasury securities and direct obligations of municipalities, counties, and school
districts in the state of Oklahoma, surety bonds and letters of credit.

City Bank HUA Bank Total
Description Balance Balance Bank Balance
Insured $ 382,860 $ 250,000 632,860
Collateralized - held by pledging bank or pledging
bank's trust department in the City's name 1,135,000 1,575,000 2,710,000
(Over) Under Collateralized 11,700 (67,824) (56,124)
Total $ 1529560 $ 1,757,176 3,286,736

Carrying value is reported in the following statement of net position captions:

As Of June 30, 2022

Cash and cash equivalents $ 1,731,095
Certificates of deposit 74,702
Restricted assets - cash and certificates of deposit 1,420,787

Total $ 3,226,584
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4. Restricted Assets - Cash and Cash Equivalents

Restricted cash and cash equivalents consist of the following:

As of June 30, 2022

Governmental Activities
General Fund -

Heavener Economic Development Authority $ 132,860
Bond Fund

Debt service for general obligation bonds -
Grant fund

OK Foods - Improvements to industrial park and job creation 218,594

Total Governmental Activities $ 351,454
Business-Type Activities
Utility Authority

BOK TRUST ACCOUNT - debt service $ 222,403

Rural Development - construction 4,439

Sales Tax - debt service reserve 361,594
Meter Deposit Fund - customer meter deposits 189,442

Total Business-Type Activities $ 777,878
Total $ 1,129,332

5. Capital Assets

Capital asset activity for governmental activities for the year ended June 30, 2022, was as follows:

July 1, 2021 Additions Reductions June 30, 2022
Capital assets, not being depreciated
Land $ 353,567 $ - $ - 9 353,567
Construction in progress - 18,809 - 18,809
Total capital assets, not being
depreciated 353,567 18,809 - 372,376
Capital assets, being depreciated
Buildings $ 2,259,248 $ - 8 - $ 2,259,248
Improvements 616,097 6,153 - 622,250
Street System 278,461 - - 278,461
Street improvements 1,252,124 - - 1,252,124
Furniture and fixtures 94,405 - - 94,405
Machinery and equipment 678,522 56,596 32,904 702,214
Vehicles 1,013,098 761,805 97,508 1,677,395
Total capital assets, being
depreciated 6,191,955 824,554 130,412 6,886,097
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5. Capital Assets {continued)

_ July 1, 2021 Additions Reductions June 30, 2022
Total capital assets, being

depreciated $ 6,191,955 $ 824,554 § 130412 § 6,886,097
Less accumulated depreciation 3,215,176 294,980 124,962 3,385,204
Total capital assets, being
depreciated, net 2,976,779 529,564 5,450 3,500,893
Governmental activities, capital
assets, net $ 3,330,346 $ 548,373 $ 5,450 $ 3,873,269

Depreciation expense for governmental activities is charged to functions as follows:

General government $ 14,855
Police department 105,437
Fire department 64,004
Public works 44,652
Culture and recreation 66,042
Total depreciation for governmental activities $ 294,990

Capital asset activity for business-type activities for the year ended June 30, 2022, was as follows:

July 1, 2021 Additions Reductions June 30, 2022
"Capital assets, not being depreciated
Land $ 229,568 $ - 8 - $ 229,568
Construction in progress - -
Total capital assets, not being
depreciated 229,568 - - 229,568
Capital assets, being depreciated
Buildings 5,070,156 - - 5,070,156
Improvements 6,805 4,500 - 11,305
Sewer system 7,237,909 56,252 - 7,294,161
Water system 1,313,303 - 1,313,303
Water improvements 181,094 - - 181,094
Furniture and fixtures 2,864 - - 2,864
Machinery and equipment 1,231,939 19,968 3,976 1,247,931
Vehicles 134,118 - - 134,118
Total capital assets, being
depreciated 15,178,188 80,720 3,976 15,264,932
Less accumulated depreciation 9,389,574 392,453 684 9,781,343
Total capital assets, being
depreciated, net 5,788,614 (311,733) 3,292 5,473,589
Business-type activities, capital
assets, net $ 6,018,182 $§  (311,733) $ 3,292 § 5,703,157
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5. Capital Assets (continued)

Depreciation expense for business-type activities totaled $392,454, and was entirely charged to the
Utility Authority.

6. Capital Lease Obligations

The City leases certain vehicles and other equipment under capital leases expiring in 2022. The assets
and liabilities under capital leases are recorded at the lower of the present value of the minimum lease
payments or the fair value of the assets. The assets are amortized over the lesser of the lease term or
their estimated productive lives. Amortization of assets under capital leases is included in depreciation
expense for the year ended June 30, 2022.

The following is a summary of equipment held under capital leases:

Governmental activities:

Police Vehicles $ 483,238

Fire truck 335,397
Less: accumulated amortization 47,046
Net Book Value at June 30, 2022 $ 865,682
Business-type activities:

Copy machine $ 19,368
Less: accumulated amortization (7,747)
Net Book Value at June 30, 2022 $ 11,621

Minimum future lease payments under capital leases are as follows:

Governmental Business-Type

For the Years Ended June 30, Activities Activities Total

2023 $ 108,980 4,176 113,156
2024 99,012 4,176 103,188
2025 99,012 4,176 103,188
2026 99,012 99,012
2027 99,012 99,012
2028-2032 168,475 168,475
2033-2037 39,311 39,311
Total capital lease obligations 712,813 12,528 725,341
Less interest element 86,540 561 87,102

Total minimum lease payments $ 626,273 $ 11,967 § 638,239
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6. Capital Lease Obligations (continued)

Governmental Business-Type

For the Years Ended June 30, Activities Activities Total

Total minimum lease payments $ 626,273 11,967‘$r 638,239
Less current portion 90,539 3,870 94,409
Long-term capital lease obligations  $ 535,734 $ 8,097 § 543,830

Interest rates on capital leases range from 3% to 4% and are imputed based on the lower of
the Company's incremental borrowing rate at the inception of the lease or the lessor's implicit rate of
return.

7. Long-Term Debt

Governmental Activities - Long-term debt consists of:

As Of June 30, 2022 _

Heavener Economic 5evelopment Authority Tax Increment Revenue Note,
Series 2012 - issued in the original amount of $179,000. Principal
payments of $13,507 are made annually including interest at 4.25%,
with the final payment due on November 1, 2032. The bonds are

secured by the ad valorem taxes of the City. $ 116,951
Total 116,951
Less current portion 8,540
Long-Term Debt $ 108,411

Principal is scheduled to mature as follows:

June 30, Principal Interest Total .
2023 8,540 4,967 13,507
2024 8,903 4,604 13,507
2025 9,282 4,226 13,507
2026 9,676 3,831 13,507
2027 10,087 3,420 13,507
2028-2032 57,244 10,292 67,536
2033-2037 13,217 558 13,776

Total $ 116,951 $ 31,897 $ 148,848




CITY OF HEAVENER, OKLAHOMA

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2022

7. Long-Term Debt (continued)

Business-Type Activities - Long-term debt consists of:

As Of June 30, 2022

Heavener Utilities Authority Series 2020 Promissory Note to Oklahoma Water Receources Board

The note is dated December 1, 2020 in the amount of $7,370,000.
Payments are made semi-annually with average anuua debt service of $405,016.98
including interest at an average rate 0f2.598%. The loan is secured by revenues

and assets of the Utility Authority and is scheduled to mature October 1, 2045. $ 7,170,000
Total 7,170,000
Less current portion 240,000
Long-Term Debt $ 6,930,000
Principal is scheduled to mature as follows:

June 30, Principal Interest Total
2023 $ 240,000 $ 168,722 § 408,722
2024 245,000 167,108 412,108
2025 245,000 165,050 410,050
2026 245,000 162,575 407,575
2027 250,000 159,589 409,589
2028-2032 1,305,000 733,455 2,038,455
2033-2037 1,450,000 583,408 2,033,408
2038-2042 1,665,000 365,226 2,030,226
2043-2047 1,525,000 96,644 1,621,644
$ 7,170,000 $§ 2,601,777 $ 9,771,777

Activity of the long-term debt consists of the following:

As Of July 1, 2021 Additions Reductions June 30, 2022
Governmental Activities
General Obligation Bonds $ - % - $ $ -
Recreational improvement Bonds 125,103 - 8,152 116,951
Total Governmental Activities 125,103 - 8,152 116,951
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Business-Type Activities

Oklahoma Water Receources Board 7,370,000 - 200,000 7,170,000
Total Business-Type Activities 7,370,000 - 200,000 7,170,000
Total $ 7,495,103 § - 3 208,152 $ 7,286,951

Rate Covenant

Heavener Utilities Authority Series 2020 Promissory Note to Oklahoma Water Receources Board - requires
the Heavener Ultilities Authority to maintain pledged revenue, of at least 140% of the annual debt service.
As of June 30, 2022, the Authority’s debt service does meet the promissory note requirement.

Fund Balance Reporting

The fund balance for all governmental funds is classified as nonspendable, restricted, unrestricted and/or
unassigned based primarily on the extent to which the City is bound to observe constraints imposed

upon the use of the resources. As of June 30, 2022, fund balances of the governmental funds are
classified as follows:

Nonmajor Funds Total
Street & Grant Bond Governmental
General Alley Fund Fund Funds

Fund Balances
Restricted

Economic

Development $ 132,860 $ - $ - S - 3 132,860

Grant fund - - 218,594 - 218,594

Debt Service - - - - -
Assigned - 333,790 - - 333,790
Unassigned 816,626 - - - 816,626
Total Fund Balance: $ 049,486 $ 333,790 $ 218,594 $ - % 1,501,871

10. Interfund Receivables, Payables and Transfers

Interfund due to and from for interfund borrowings for the year ended June 30, 2022
were as follows:

Balances due from and due to consist of $6,930 due to General Fund from Street & Alley fund, and
$18,435 due General from Proprietary fund the Heavener Utility Authority.
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10. Interfund Receivables, Payables and Transfers (continued)

Interfund transfers to cover shared expenses and interfund borrowings for the year ended June 30, 2022
were as follows:

Transfers In Transfers Out  Net Transfers

Governmental Funds

General Fund $ - 98 488,769 $ (488,769)
Street & Alley Fund 134,506 - 134,506
Total - Governmental Funds 134,506 488,769 (354,264)
Business-type Activities 419,697 65,433 354,264
Total $ 554,202 $ 554,202 $ 0

11. Rental Income

The City has to two medical centers for lease. Total rental income

for the year ended June 30, 2022 was $17,088. The lease to a mental health facility calls for monthly
payments of $1,424 and expires on June 30, 2021 with an option to renew for one twelve month period.
The other facility is under repair :

Future minimum annual rental income under the leases at June 30, 2021 is as follows:

Year ending June 30,

2022 $ 17,088
Total $ 17,088

12. Concentrations of Credit Risks

Financial instruments that potentially subject the City and Utility Authority to credit risk consist primarily
of the accounts receivable of Utility Authority. The Utility Authority sells primarily to members in and
around Heavener, Oklahoma. In addition, sales to one customer comprise 68% of the Utility Authority's
total operating revenues as of June 30, 2022.
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13. 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, 2011

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, 2021 thru

June 30, 2022 the City of Heavener Fire Department had a beginning balance of $20,039.07 the department
has been appropriated $50,718.20 for its benefit and has expended $50,907.64 leaving a balance of
$19,849.63 for future use. Funds requested must be used in accordance with County purchasing

policies and procedures as outlinedin the resolution.

14. Pension and Other Post Employment Benefit (OPEB) Plans

The City participates in two employee defined benefit pension plans as follows:

Name of Defined Benefit Plan Type of Defined Benefit Plan
Oklahoma Public Employees Retirement System Cost Sharing Multiple Employer

Oklahoma Firefighters Pension and Retirement Plan Cost Sharing Multiple Employer
Oklahoma Public Employees Retirement System

Plan Summary

The City and Authority both contribute to the Oklahoma Public Employees Retirement System
(OPERS). The System is a multiple-employer, cost-sharing employee retirement plan, which is a
defined benefit pension plan covering substantially all state employees except employees covered by
seven other plans sponsored by the State. It also covers employees of participating county and local
agencies. Nearly all new state employees first employed by a System participating employer on or
after November 1, 2015, will participate in the State's new defined contribution plan. Therefore, the
System is closed to nearly all new State employees, but remains open to new employees of
participating counties and local agencies. Agencies and/or participants not included in the System

are as follows: teachers, municipal police, municipal firefighters, judicial, wildlife, state law enforcement
and nearly all State employees first employed on or after November 1, 2015.

The System also administers the Health Insurance Subsidy Plan (HISP), a cost-sharing multiple-employer
defined benefit other post employment plan (OPEB) that provides OPEB covering the same categories
of employees covered by the pension plan

The supervisory authority for the management and operation of the System and HISP is the Board, which
acts as a fiduciary for investment of the funds and application of System interpretations. Title 74 of the
Oklahoma State Statutes grants the authority to establish and amend the benefit terms to the OPERS.
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14. Pension and Other Post Employment Benefit (OPEB) Plans (continued)

Detailed information about the OPERS net pension and net HISP plan fiduciary net positions are available
in the separately issued OPERS financial reports available at www.opers.ok.gov.

Funding Policy

The contribution rates for each member category of the System are established by the Oklahoma
Legislature after recommendation by the Board based on an actuarial calculation, which is performed
to determine the adequacy of such contribution rates. An actuarially determined portion of the total
contributions to the Plan are set aside to finance the costs of benefits of the HISP in accordance

with the provisions of the Internal Revenue Code.

Each member participates based on their qualifying gross salary earned, excluding overtime. There is
no cap on the qualifying gross salary earned, subject to Internal Revenue Service (IRS) limitations on
compensation. Only employers contribute to the HISP.

For 2021, contributions of participating county and local agencies totaled 20.0% of salary composed of

a minimum employee contribution rate of 3.5% up to a maximum of 8.5% and a minimum employer
contribution rate of 11.5% up to a maximum of 16.5%.

Funding Policy (continued)

Contributions to the OPERS plan for pension and HISP were as follows:

City HUA
Fiscal Required Amount Required Amount
Year Contribution Contributed Contribution Contributed
2020 - pension $ 80,846 $ 80,846 $ 7,438 $ 7,438
- OPEB $ 5,299 § 5299 $ 488 $ 488
2021 - pension $ 76472 $ 76472 $ 4403 $ 4403
- OPEB $ 4919 $ 4919 $ 283 % 283
2022 - pension $ 81,490 81490 4023 4023
- OPEB $ 4783 4783 236 236
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14. Pension and Other Post Employment Benefit (OPEB) Plans (continued)
Oklahoma Firefighters Pension and Retirement Plan

Plan Summary

The City participates in the Oklahoma Firefighters Pension and Retirement Plan, a cost-sharing,
multiple-employer defined benefit pension plan administered by the Oklahoma Firefighters Pension
and Retirement System (OFPRS). The OFPRS plan provides retirement, disability and death benefits
to members and beneficiaries. Title 11 of the Oklahoma State Statutes, through Oklahoma legislature,
grants the authority to establish and amend the benefit terms to the OFPRS. OFPRS is administered
by the Oklahoma Police pension and retirement Board consisting of thirteen members. The Board
shall be responsible for the policies and rules for the general administration of the system.

OFPRS issues a publicly available financial report that can be obtained at www.ok.gov/FPRS.

Funding Policy

The contributions requirements of the Plan are at an established rate determined by Oklahoma statute
and are not based on actuarial valuations. Participating firefighters contribute 9% of applicable
earnings, while member cities contribute 14% of the members' applicable earnings. In addition, the
member cities contribute $60 for each volunteer firefighter unless their annual income in the general
fund is less than $25,000, in which case they are exempt. The State of Oklahoma, a non-employer
contributing entity, also allocates 36% of insurance premium tax collected from various types of
insurance policies to the Plan. The State of Oklahoma may also appropriate additional funds annually
as needed to pay current costs and to amortize the unfunded actuarial present value of accumulated
plan benefits. No such appropriations were received during the year ended June 30, 2021. Because
the financial statements have been prepared on a madified cash basis of accounting, the on-behalf
state premium tax contributions have not been recorded.

Contributions to the OFPRS plan were as follows:

City HUA
Fiscal Required Amount Required Amount
Year Contribution Contributed Contribution Contributed
2020 $ 1,080 $ 1,080 $ - 8 -
2021 $ 1,080 $ 1,080 $ - % -
2022 $ 1,080 $ 1,080 $ - 8 -

15. Related Party

The treasurer of the City is the Senior Vice President of Loan Operations at a local bank. The City
maintains all of its cash accounts and has one financing lease agreement with this bank.
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16. Contracts - OK Foods, Inc

The Authority constructed and owns an advanced wastewater treatment plant on behalf of OK Foods, Inc.
The Authority on a monthly basis charges OK Foods, Inc. to process and dispose of waste water.

Water Purchase Agreement - The Authority under the agreement dated July of 2019 for a period 25 years shall
provide water, at a rate of $.43 above the cost per thousand from PVIA with a volume of 45 million gallons
of potable per month,and maintain the water facilities in good working condition.

Pursuant to the 2006 Agreement between the Utility and OK Foods, Inc. (Owner), Owner continues its
obligation pay $19,472.92 annualy trhu 2048 for 3,000,000 gallon storage tank.

17. Risk Management

The City is exposed to various levels of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The City carries commercial
insurance for risk of loss.

The City is a member of the Oklahoma Municipal Assurance Group Workers' Compensation Plan (the
Plan), an organization formed for the purpose of providing workers' compensation coverage through the
State Insurance Fund to participating municipalities in the State of Oklahoma. In that capacity, the Plan
is responsible for providing loss control services and certain fiscal activities, including obtaining contract
arrangements for the underwriting, excess insurance agreements, claims processing, and legal defense
for all claims submitted to it during the plan year.

As a member of the Plan, the City is required to pay fees set by the Plan according to an established
payment schedule. A Loss Fund has been established from the proceeds of these fees for each
participant in the Plan. The State Insurance Fund provides coverage in excess of the Loss Fund so the
City's liability for claim loss is limited to the balance of that fund.

There has been no significant reduction in the City's insurance coverage from the previous year. In
addition, there have been no settlements in excess of the City's coverage in any of the prior three fiscal
years.

18. Contingent Liability

The City is involved in lawsuits arising in the ordinary course of business activities. Although the
outcome of these lawsuits is unknown, it is reasonably possible that one may have an unfavorable ruling.
There is no accrual for contingency loss as the amount of loss in excess of insurance coverage cannot
be determined.

19. Subsequent Events

The City has evaluated events and transactions for subsequent events that would impact the financial
statements for the year ended June 30, 2022 through February 9, 2023, the date the financial statements
were available to be issued. There were no subsequent events that require recognition or disclosure in
the financial statements.



CITY OF HEAVENER, OKLAHOMA

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Variance
Budget Favorable
Original Final Actual (Unfavorable)
Revenues
Taxes $ 700,000 $ 700,000 $ 940,765 $ 240,765
Fines and forfeitures 571,200 571,200 431,171 (140,029)
Franchise fees 142,400 142,400 161,707 19,307
Other fees taxes 81,600 81,600 59,284 (22,316)
Grant income - - 298,032 298,032
Donations 50,000 50,000 62,800 12,800
Rent 17,085 17,085 17,088 3
Other 7,800 7,900 35,666 27,766
Interest 350 350 574 224
Total Revenues 1,570,535 1,570,535 2,007,086 436,551
Expenditures
General government 369,130 369,130 255,410 113,720
Police department 804,424 804,424 878,380 (73,956)
Fire department 105,520 105,520 91,405 14,115
Culture and recreation 92,515 92,515 101,222 (8,707)
Capital outlay 94,546 94,546 795,302 (700,756)
Debt service:
Principal 85,200 85,200 126,880 (41,680)
Interest 19,200 19,200 17,993 1,207
Total Expenditures 1,670,535 1,570,535 2,266,591 (696,056)
Excess of Revenues Over Expenditures - - (259,504) (259,504)
Other Financing Sources (Uses)
Operating transfers - - (488,769) (488,769)
635,797 635,797
Total Other Financing Sources - - 147,027 (488,769)
Net Change in Fund Balance - - (112,477) (748,274)
Fund Balance, Beginning of Year 1,061,963 1,061,963 1,061,963 -
Fund Balance, End of Year $ 1061963 $ 1,061,963 $§ 949,486 $ (748,274)

See independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

BUDGETARY COMPARISON SCHEDULE - STREET & ALLEY FUND - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Variance
Budget Favorable
Original Final Actual (Unfavorable)
Revenues
Taxes $ 175,000 $ 175,000 $ 196,687 $ 21,687
Other taxes 23,500 23,500 26,171 2,671
Other 6,000 6,000 18,722 12,722
Interest 200 200 186 (14)
Total Revenues 204,700 204,700 241,766 37,066
Expenditures
Public works 134,600 134,600 300,624 (166,024)
Capital outlay 70,100 70,100 48,063 22,037
Debt service: - -

Principal - - - -
Interest - - - -
Total Expenditures 204,700 204,700 348,687 (143,987)
Excess of Revenues Over Expenditures - - (106,921) (106,921)

Other Financing Sources (Uses)

Operating transfers - - 134,505 134,505
Total Other Financing Sources - - 134,505 134,505
Net Change in Fund Balance - - 27,584 27,584
Fund Balance, Beginning of Year as previously stated 306,206 306,206 306,206 -
Prior period adjustment - - - -
Fund Balance, Beginning of Year as restated 306,206 306,206 306,206 -
Fund Balance, End of Year $ 306206 $ 306,206 $ 333,730 $ 27,584

See independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS
- MODIFIED CASH BASIS

AS OF JUNE 30, 2022

Grant Bond

Fund Fund Total
Assets
Restricted assets - cash and certificates of deposit $ 218,594 $ - $ 218,594
Total Assets $ 218,594 $ - 3 218,594
Fund Balances
Restricted $ 218,594 $ - $ 218,594
Total Fund Balances 218,594 - 218,594
Total Liabilities and Fund Balances $ 218,594 $ - 218,594

See independent auditor's report.
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
NONMAJOR GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Grant
Fund Total
Revenues
Sales and use tax $ - 8 -
Interest 1,197 1,197
Total Revenues 1,197 1,197
Expenditures
Culture and recreation - -
Debt service:
Principal - -
Interest - -
Total Expenditures - -
Excess of Revenues Over (Under) Expenditures 1,197 1,197
Other Financing Sources (Uses)
Operating transfers - -
Total Other Financing Sources (Uses) - -
Net Change in Fund Balance 1,197 1,197
Fund Balance, Beginning of Year 217,397 217,397
Fund Balance, End of Year $ 218,594 $ 218,594

See independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

COMBINING STATEMENT OF NET POSITION - PROPRIETARY FUNDS
- MODIFIED CASH BASIS

AS OF JUNE 30, 2022

Utility Meter
Authority Deposit Fund Total
Assets
Current Assets
Cash and cash equivalents $ 673,815 § - 3 673,815
Restricted assets - cash and certificates of deposit 879,891 189,442 1,069,333
Due from other funds 86,957 (96,957) -
Total Current Assets 1,650,663 92,485 1,743,149
Non-current Assets
Capital assets
Land 229,568 - 229,568
Building and improvements 5,081,461 - 5,081,461
Sewer system and improvements 7,294,161 - 7,294,161
Water system and improvements 1,494,397 - 1,494,397
Fumniture and fixtures 2,864 - 2,864
Machinery and equipment 1,247,931 - 1,247,931
Vehicles 134,118 - 134,118
Accumulated depreciation (9,781,343) - (9,781,343)
Capital Assets-Net 5,703,157 - 5,703,157
Total Assets 7,353,820 92,485 7,446,306
Liabilities
Current Liabilities
Payroll and payroll withholdings - - -
Due to other funds 18,435 - 18,435
Current maturity of long-term debt 240,000 - 240,000
Current maturity of capital lease 3,870 - 3,870
Payable from restricted assets
Customer meter deposits - 92,485 92,485
Total Current Liabilities 262,305 92,485 354,790
Non-current Liabilities
Long-term debt 6,930,000 - 6,930,000
Capital lease payable 8,097 - 8,097
Total Non-current Liabilities 6,938,097 - 6,938,097
Total Liabilities 7,200,402 92,485 7,292,887
Net Position
Net investment in capital assets (1,466,843) - (1,466,843)
Unrestricted 1,620,261 - 1,620,261
Total Net Position $ 153,418 § - $ 153,418

See independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
PROPRIETARY FUNDS - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Meter
Utility Deposit
Authority Fund Total

Operating Revenues

Charges for services $ 5175937 $ - $ 5,175,937

Penalties and fees 96,986 - 96,986

Miscellaneous 771 - 771
Total Revenues 5,273,694 - 5,273,694

Operating Expenses

Water 1,939,375 - 1,939,375

Sewer 481,789 - 481,789

Industrial Sewer 1,991,415 - 1,991,415

Garbage 213,851 - 213,851

Depreciation 392,454 - 392,454
Total Operating Expenses 5,018,884 - 5,018,884
Net Income from Operations 254,810 - 254,810
Non-Operating Revenue (Expenses)

Gain (Loss) on sale (3,292) - (3,292)

Interest income 1,340 - 1,340

Interest expense (170,354) - (170,354)
Total Non-Operating Revenue (Expenses) (172,306) - (172,306)
Net Income (Loss) Before Operating Transfers 82,504 - 82,504
Operating transfers in / (out) 354,264 - 354,264
Change in Net Position 436,768 - 436,768
Net Position, Beginning of Year (283,350) - (283,350)
Net Position, End of Year $ 153,418 $ - % 153,418

See independent auditor's report.
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CITY OF HEAVENER, OKLAHOMA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS - MODIFIED CASH BASIS

FOR THE YEAR ENDED JUNE 30, 2022

Meter
Utility Deposit
Authority Fund Total

Cash Flows from Operating Activities
Cash received from customers $ 5273694 $ - § 5,273,694
Cash payments to suppliers for goods and services (4,525,817) (4,525,817)
Cash payments to employees (102,021) (102,021)
Net Cash Provided By Operating Activities 645,856 - 645,856
Cash Flows from Noncapital and Related Financing Activities
Due to other funds (56,292) 3,240 (53,052)
Due from other funds (1,855) 1,855 -
Net borrowings (repayment) of advances from primary government 354,264 - 354,264
Net Cash Provided By Noncapital and Related Financing Activities 296,117 5,095 301,212
Cash Flows from Capital and Related Financing Activities
Capital grants received - -
Cash used to acquire fixed assets (80,720) - (80,720)
New debt issued - - -
Principal paid on debt (203,756) - (203,756)
Interest paid on debt (170,354) - (170,354)
Net Cash Used By Capital and Related Financing Activities (454,830) - (454,830)
Cash Flows from Investing Activities
Interest income 1,340 - 1,340
Net Cash Provided By Investing Activities 1,340 - 1,340
Net Increase In Cash, Cash Equivalents and Restricted Cash 488,483 5,095 493,578
Cash, Cash Equivalents and Restricted Cash, Beginning of Year 1,065,224 184,347 1,249,571
Cash, Cash Equivalents and Restricted Cash, End of Year $ 1553707 $§ 189,442 § 1,743,149
Reconciliation to the Statement of Net Position
Cash and cash equivalents $ 673,815 § - $ 673,815
Restricted assets - cash and certificates of deposit 879,891 189,442 1,069,333
Total Cash, Cash Equivalents and Restricted Cash $ 1553706 § 189,442 § 1,743,149
Reconciliation of Operating income to Net Cash Provided By Operating Activities
Operating income $ 254,810 $ - 3 254,810
Adjustments:

Depreciation 392,454 - 392,454
Net change in assets and liabilities:

Payroll and payroll withholdings (1,408) - (1,408)

Customer meter deposits - - -
Net Cash Provided By Operatingﬂctivities $ 645,856 $ - $ 645,856

See independent auditor's report.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the City Council
City of Heavener, 0Oklahoma

I have audited, in accordance with the auditing standards generally
accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States,
the modified cash basis financial statements of the governmental
activities, the business-type activities, each major fund, and the
aggregate remaining fund dinformation of the City of Heavener,
Oklahoma, as of and for the year ended June 30, 2022, 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 City of Heavener,
Oklahoma’s basic financial statements, and have issued my report
thereon dated April 28, 2024.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, I
considered the City of Heavener’s internal control over financial
reporting (internal control) as a basis for designing the audit
procedures that are appropriate in the circumstances for the purpose
of expressing my opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the
City of Heavener’s internal control. Accordingly, I do not express
an opinion on the effectiveness of City of Heavener’'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 combination of deficiencies, in 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 and corrected on a timely basis. A
significant deficiency 1is a deficiency, or a combination of
deficiencies, 1in internal control that is 1less severe than a
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material weakness, yet important enough to merit attention by those
charged with governance.

My consideration of dinternal control 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 my audit I did not identify any deficiencies in
internal control that 1 ~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 the City of
Heavener’s financial statements are free of material misstatement, I
performed tests of compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with
which could have a direct and material effect on the financial
statements. However, providing an opinion on compliance with those
provisions was not an objective of my audit, and accordingly, I do
not express such an opinion. The results of my 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 my

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.

April Adams CPA PLLC
Ponca City, Oklahoma

April 28, 2024

42



