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CYNTHIA L WARREN CPA, P.C.

P.O. Box 189 (918) 452-2116
Eufaula, OK 74432 Fax (918) 452-3509

INDEPENDENT AUDITOR'S REPORT

Board of Commissioners
Town of Bluejacket
Bluejacket, Oklahoma

| have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
Town of Bluejacket as of and for the year ending June 30, 2011, which collectively comprise the
Town’s basic financial statements as listed in the table of contents. These financial statements
are the responsibility of the Town of Bluejacket's management. My responsibility is to express
opinions on these financial statements based on my audit.

| conducted my audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that I plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. | believe that my
audit provides a reasonable basis for my opinions.

In my opinion, the financial statements referred to in the first paragraph present fairly, in all
material respects, the financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of
Bluejacket as of June 30, 2011, and the respective changes in financial position and cash flows,
where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

The management's discussion and analysis on pages 5 thru 9, and budgetary comparison
information are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of
America. | have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required
supplementary information; however, | did not audit the information and express no opinion on
it.



In accordance with Government Auditing Standards, | have also issued a report dated September
5, 2012 on my consideration of the Town of Bluejacket's internal control over financial reporting
and on my tests of 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 my
testing of internal control over financial reporting and compliance 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 accordance with Government Auditing
Standards and should be considered in assessing the results of this audit.

Ll/rr/'ua & UWQaun CPA. PC

Cynthia L Warren CPA, P.C.
September 5, 2012



Town of Bluejacket
P.O. Box 59
Bluejacket, Oklahoma 74333

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2011

The discussion and analysis of the Town of Bluejacket’s financial performance provides an
overview and analysis of the Town’s financial activities for the fiscal year ended June 30, 2011.
The information contained in this MD&A should be read in conjunction with the accompanying
basic financial statements.

Financial Highlights
The assets of the Town of Bluejacket exceeded its liabilities at the close of the fiscal year
ending June 30, 2011 by $662,723. Of this amount, $59,995 (unrestricted net assets) may
be used to meet the government’s ongoing obligations to citizens and creditors.

The Town of Bluejacket’s net assets decreased by $31,061. This decrease is attributable
to excesses of expenditures over revenues.

The Town of Bluejacket’s total debt decreased by $12,582 during the current fiscal year
including a decrease in restricted assets.

Revenues of the Town decreased $833 and expenses increased $18,212 for a change in
net assets of $19,045.

Overview of the Financial Statements

This discussion and analysis serves as an introduction to the Town of Bluejacket’s basic financial
statements. The Town of Bluejacket’s basic financial statements are comprised of three
components, government-wide financial statements, fund financial statements, and notes to the
financial statements. The basic statements provide readers with a broad overview of the Town’s
finances. The notes provide additional information that is essential to a full understanding of the
data provided in the basic financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad
overview of the Town of Bluejacket’s finances, in a manner similar to a private-sector business.
The Statement of Net Assets presents information on all of the Town of Bluejacket’s assets and
liabilities, with the differences between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the Town of Bluejacket is
improving or deteriorating. The Statement of Net Assets combines and consolidates
governmental funds’ current financial resources with capital assets and long-term obligations.
Other nonfinancial factors should also be taken into consideration such as economic factors. The
Statement of Activities presents information showing how the Town’s net assets changed during
the most recent fiscal year. Both the statement of Net Assets and the Statement of Activities are
prepared utilizing the accrual basis of accounting and economic resources measurement focus.



MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2011

Fund Financial Statements

Fund financial statements focus separately on governmental funds and proprietary funds.
Governmental fund statements report only current financial resources on the modified accrual
basis of accounting. As a result, capital assets and long-term debt are not reported in government
fund financial statements. Proprietary fund financial statements are presented, similar to the
government-wide financial statements, on the economic resources measurement focus and
accrual basis of accounting, and include all assets and liabilities. The Town’s major funds are
presented in their own column and the remaining funds are combined into a column titled “Non-
major”.

Notes to the Financial Statements

The notes to the financial statements provide additional disclosures required by governmental
accounting standards and provide information to assist the reader in understanding the Town’s
financial condition.

Supplementary Information

As required by generally accepted accounting principles, a budgetary comparison is presented
for the general fund which is the only major governmental fund for which a budget is legally
adopted.

Town as a Whole

Government-wide Financial Statements

The following is a condensed version of the Statement of Net Assets as of June 30, 2011 as
compared to the Statement of Net Assets as of June 30, 2010:

6/30/2011 6/30/2010 Variance
Current Assets :
Governmental Activities $ 44,967 $ 55592 $ (10,625)
Business-type Activities 15,388 20,470 (5,082)
60,355 76,062 (15,707)
Noncurrent Assets:
Governmental Activities 43,683 40,398 3,285
Business-type Activities 761,827 793,574 (31,747)
805,510 833,972 (28,462)
Total Assets $ 865,865 $ 910,034 $ (44,169)
Current Liabilities:
Governmental Activities $ 2,496 $ 1,728 $ 768
Business-type Activities 21,851 21,896 (45)
24,347 23,624 723
Noncurrent Liabilities:
Governmental Activities - - -
Business-type Activities 178,795 192,626 (13,831)
178,795 192,626 (13,831)
Total Liabilities 203,142 216,250 (13,108)

Net Assets:



Invested in Capital Assets, Net:

Governmental Activities 32,450 40,398 (7,948)
Business-type Activities 560,783 578,484 (17,701)
593,233 618,882 (25,649)

Restricted Net Assets:
Governmental Activities - - -

Business-type Activities 9,495 10,260 (765)
9,495 10,260 (765)

Unrestricted Net Assets:
Governmental Activities 53,704 53,864 (160)
Business-type Activities 6,291 10,778 (4,487)
59,995 64,642 (4,647)
Net Assets $ 662,723 $ 693,784 $ (31,061)

The Town had a decrease in total assets when compared to the previous year in the amount of
$44,169. Total liabilities decreased as a result of principal payments on long-term debt.

Total net assets decreased $31,061, the difference between revenues and expenses.



MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2011

A condensed version of the Statement of Activities follows:

6/30/2011 6/30/2010 Variance
Governmental Activities:
Program Revenues:
General Government $ 53,351 $ 29,610 $ 23,741
Street and Alley 2,511 2,635 (124)
Public Safety - Traffic 21,015 - 21,015
Fire 17,966 13,706 4,260
94,843 45,951 48,892
General Revenues:
Taxes 21,304 23,255 (1,951)
Investment Earnings 245 433 (188)
State Alcohol Beverage Tax 2,872 2,769 103
Miscellaneous 6,043 6,030 13
30,464 32,487 (2,023)
Business-Type Activities:
Program Revenues:
Public Works - Water 56,403 82,143 (25,740)
Public Works - Sewer 48,296 70,231 (21,935)
104,699 152,374 (47,675)

General Revenues:
Investment Earnings 46 73 27
Miscellaneous - - R

46 73 (27)
Total Revenues 230,052 230,885 (833)
Governmental Activities:
Expenses:
General Government $ 81,459 $ 49,886 $ 31,573
Emergency Management 626 - 626
Park 6,822 3,814 3,008
Street and Alley 6,210 5,943 267
Cemetery 4,200 3,266 934
Public Safety - Traffic 15,226 - 15,226
Fire 18,871 13,247 5,624
133,414 76,156 57,258
Business-Type Activities:
Expenses:
Public Works - Water $ 62,945 $ 77,643 $ (14,698)
Public Works - Sewer 64,753 89,101 (24,348)
127,698 166,744 (39,046)
Total Program Expenses 261,112 242,900 18,212
Change in Net Assets (31,060) (12,015) (19,045)
Net Assets, Beginning 693,783 705,799 (12,016)
Net Assets, Ending $ 662,723 $ 693,784 $ (31,061)




MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2011

The above Statement of Activities remains similar to prior year; however, there are some
variations. The change in net assets is a $31,061 decrease from the prior year.

Fund Financial Information and Budgetary Highlights

The Town of Bluejacket operates under the Budget Act statutes of Oklahoma. Over the course
of the year, there were no budget revisions. At the end of the year, the general fund had an
unfavorable variance over its budget of $715.

Capital Assets and Debt Administration

Capital Assets

At June 30, 2011, the Town has $774,816 invested in capital assets, including machinery and
equipment, buildings, the water system and the sewer system. Infrastructures prior to July 1,
2003 are not included in these amounts.

Balance Balance

6/30/2010 Additions Deletions 6/30/2011
Construction in Progress $ 95642 $ - $ - 3 95,642
Buildings 58,940 - - 58,940
Water and Sewer System 1,235,119 - - 1,235,119
Machinery and Equipment 65,789 - - 65,789
1,455,490 - - 1,455,490
Less: Accumulated Depreciation 642,445 38,229 - 680,674
$ 813045 $ (38,229) $ - $ 774816

Debt Outstanding

The Town of Bluejacket has not incurred any new debt during the current year. There are two
outstanding debts owed by the Bluejacket Public Works Authority, a note to Rural Development
in the amount of $157,597 and a note to GMAC in the amount of $23,986. During the year
ending June 30, 2011, principal payments of $12,581 and interest of $9,581 were paid.

See Note 5 on page 27 for additional information on long-term debt activity and balances.

Economic Factors and Next Year’s Budgets

The Town of Bluejacket budgeted $58,700 in estimated revenues for the general fund for the
year June 30, 2011. This budget estimates total expenditures budget allowable of $58,700. This
budget is an increase from the year ending June 30, 2011 in the amount of $29,200 due to
expected receipt of grant funds.

Financial Contact

The Town’s financial statements are designed to present users with a general over view of the
Town’s finances and to demonstrate the Town’s accountability. If you have questions about the
report or need additional financial information, please contact the Mayor or Town Clerk at Town
Hall, Bluejacket, Oklahoma, 74333.



TOWN OF BLUEJACKET, OKLAHOMA
STATEMENT OF NET ASSETS
JUNE 30, 2011

Exhibit A

Governmental Business-type
Activities Activities _Total
ASSETS

Current Assets:
Cash and Cash Equivalents $ 42,710 $ 4,944 47,654
Accounts Receivable, Net 2,257 10,444 12,701

Total Current Assets 44,967 15,388 60,355
Noncurrent Assets:
Investments 11,233 - 11,233
Restricted Cash, Debt Reserve - 9,495 9,495
Restricted Cash and Cash Equivalents,

Customer Deposits - 9,966 9,966

Capital Assets, Net of Depreciation 32,450 742,366 774,816

Total Assets $ 88,650 $ 777,215 865,865

LIABILITIES AND NET ASSETS

Current Liabilities:
Accounts Payable $ 2,496 $ 2,991 5,487
Accrued Interest Payable - 1,016 1,016
Accrued Wages and Payroll Taxes - 4,686 4,686
Notes Payable, Current - 13,158 13,158

Total Current Liabilities 2,496 21,851 24,347
Noncurrent Liabilities:
Customer Deposits Payable - 10,370 10,370
Notes Payable - 168,425 168,425

Total Noncurrent Liabilities - 178,795 178,795

Total Liabilities 2,496 200,646 203,142
Net Assets:
Invested in Capital Assets, Net of

Related Debt 32,450 560,783 593,233

Restricted Net Assets - 9,495 9,495
Unrestricted Net Assets 53,704 6,291 59,995

Total Net Assets 86,154 576,569 662,723
Total Liabilities and Net Assets $ 88,650 $ 777,215 865,865

See accompanying notes to the basic financial statements.
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Governmental Activities:

General Government

Emergency Management

Park

Street and Alley

Cemetery

Public Safety - Traffic

Fire

Total Governmental
Activities

Business-type Activities:

Public Works - Water

Public Works - Sewer

Total Business-type
Activities

Total

TOWN OF BLUEJACKET, OKLAHOMA

STATEMENT OF ACTIVITIES
FOR THE TWELVE MONTHS ENDED JUNE 30, 2011

Program Revenues

Exhibit B

Net (Expenses) Revenue
and Changes in Net Assets

Operating Capital
Charges for Grants and Grants and Governmental  Business-type
Expenses Services Contributions _Contributions Activities Activities Total
81,459 - 8 53,351 $ - $  (28,108) $ - (28,108)
626 - - - (626) - (626)
6,822 - - - (6,822) - (6,822)
6,210 - 2,511 - (3,699) - (3,699)
4,200 - - - (4,200) - (4,200)
15,226 21,015 - - 5,789 - 5,789
18,871 10,143 7,823 - (905) - (905)
133,414 31,158 63,685 - (38,571) - (38,571)
62,945 56,403 - - - (6,542) (6,542)
64,753 28,581 19,715 - - (16,457) (16,457)
127,698 84,984 19,715 - - (22,999) (22,999)
261,112 116,142 $ 83,400 $ - $  (38571) $  (22,999) (61,570)

See accompanying notes to the basic financial statements.
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Exhibit B
TOWN OF BLUEJACKET, OKLAHOMA

STATEMENT OF ACTIVITIES, CONTINUED
FOR THE TWELVE MONTHS ENDED JUNE 30, 2011

Net (Expenses) Revenue
and Changes in Net Assets
Governmental  Business-type

Activities Activities _Total
Program Revenues:
Expenses (Over) Under Revenues (38,571) (22,999) (61,570)
General Revenues:
Taxes:
Sales Tax 12,575 - 12,575
Franchise Tax 8,729 - 8,729
Intergovernmental - State Alcohol Beverage Tax 2,872 - 2,872
Investments Earnings 245 46 291
Miscellaneous 6,043 - 6,043
Total General Revenues 30,464 46 30,510
Changes in Net Assets (8,107) (22,953) (31,060)
Net Assets at Beginning of Year 94,261 599,522 693,783
Net Assets at End of Year $ 86,154 $ 576569 $ 662,723

See accompanying notes to the basic financial statements.
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TOWN OF BLUEJACKET, OKLAHOMA

BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2011

Exhibit C

Fire Total
General Department Non-major Governmental
Fund Fund Funds Funds
ASSETS
Cash $ 9,774 $ 17524  $ 15412  $ 42,710
Accounts Receivable, Net 2,046 - 211 2,257
Investments - 11,233 - 11,233
Total Current Assets $ 11,820 $ 28,757 $ 15623 $ 56,200
LIABILITIES AND FUND BALANCES
Accounts Payable 1,152 118 1,226 2,496
Total Current Liabilities 1,152 118 1,226 2,496
Fund Balances:
Unreserved Fund Balance 10,668 28,639 14,397 53,704
Total Fund Balances 10,668 28,639 14,397 53,704
Total Liabilities and Fund Balances $ 11,820 $ 28757 $ 15,623
Capital Assets, net of accumulated
depreciation, used in Governmental
Activities are not current financial
resources and therefore are not
reported in the governmental funds. 32,450
Net Assets of Governmental Activities $ 86,154

See accompanying notes to the basic financial statements.
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Exhibit D
TOWN OF BLUEJACKET, OKLAHOMA
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

Fire Total
General Department Non-major Governmental
_Fund _Fund Funds Funds
Revenues:
Taxes 24176 $ - -3 24,176
Intergovernmental -

State Gas Excise and Vehicle Tax - - 2,511 2,511
Dues - 10,143 - 10,143
Traffic Fines 21,015 - - 21,015
Miscellaneous 69 2,726 3,248 6,043
Operating Grants 53,351 7,823 - 61,174
Interest 20 220 5 245

Total Revenues 98,631 20,912 5,764 125,307
Current Expenditures:
General Government
Personal Services 6,230 - - 6,230
Maintenance and Operations 15,501 - - 15,501
Operating Grant Expenditures 52,551 - - 52,551
Emergency Management
Maintenance and Operations 626 - - 626
Park
Maintenance and Operations 6,822 - - 6,822
Street and Alley
Maintenance and Operations 2,390 - 3,820 6,210
Cemetery
Maintenance and Operations - - 4,130 4,130
Public Safety
Traffic Fine Expense 15,226 - - 15,226
Fire Department
Personal Services - 1,000 - 1,000
Maintenance and Operations - 9,348 - 9,348
Operating Grant Expenditures - 7,823 - 7,823
Capital Outlay - - - -
Total Expenditures 99,346 18,171 7,950 125,467
Net Change in Fund Balance (715) 2,741 (2,186) (160)
Fund Balance, Beginning 11,383 25,898 16,583
Fund Balance, Ending $ 10,668 $ 28639 $ 14,397
Adjustments for the Statement of Activities:
Governmental funds report capital outlays as expenditures while
governmental activities report depreciation expense to allocate those
expenditures over the life of the assets. This is the amount of capital outlay
less capital disposals and depreciation expense in the current period. (7,947)
Change in Net Assets $ (8,107)

See accompanying notes to the basic financial statements.
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TOWN OF BLUEJACKET, OKLAHOMA

Exhibit E

STATEMENT OF NET ASSETS - PROPRIETARY FUNDS

JUNE 30, 2011

Total
Public Works Public Works Enterprise
Sewer Water Funds
ASSETS
Current Assets:
Cash $ 4,344 3 600 $ 4,944
Accounts Receivable, Net 2,394 8,050 10,444
Total Current Assets 6,738 8,650 15,388
Noncurrent Assets:
Restricted Cash, Debt Reserve 5,043 4,452 9,495
Restricted Cash, Meter Funds - 9,966 9,966
Fixed Assets, Net of Depreciation 598,228 144,138 742,366
Total Assets $ 610,009 3 167,206 $ 777,215
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts Payable $ 386 $ 2,605 $ 2,991
Accrued Interest Payable 230 786 1,016
Accrued Wages and Payroll Taxes 4,686 - 4,686
Notes Payable, Current Portion 4,904 8,254 13,158
Total Current Liabilities 10,206 11,645 21,851
Noncurrent Liabilities:
Customer Deposits Payable - 10,370 10,370
Notes Payable, Less Current Maturities 152,693 15,732 168,425
Total Noncurrent Liabilities 152,693 26,102 178,795
Total Liabilities 162,899 37,747 200,646
Net Assets:
Invested in Capital Assets, Net of
Related Debt 440,631 120,152 560,783
Restricted for Debt Service 5,043 4,452 9,495
Unrestricted Net Assets 1,436 4,855 6,291
Total Net Assets 447,110 129,459 576,569
Total Liabilities and Net Assets 3 610,009 $ 167206 $ 777,215

See accompanying notes to the basic financial statements.
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Exhibit F
TOWN OF BLUEJACKET, OKLAHOMA
STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN FUND NET ASSETS - PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

Total
Public Works Public Works Enterprise
Sewer Water Funds

Operating Revenues:
Charges for services - Utilities $ 28,581 $ 56,403 $ 84,984
Operating Grant Income 19,715 - 19,715

Total Revenues 48,296 56,403 104,699
Operating Expenses:
Salaries and Wages 5,689 12,193 17,882
Trash Service - 15,005 15,005
Operating Grant Expense 19,044 - 19,044
Repairs and Maintenance 969 683 1,652
Materials and Supplies 3,945 10,849 14,794
Testing and Fees 1,285 1,228 2,513
Other Services and Charges 500 5,170 5,670
Insurance 534 2,127 2,661
Utilities 799 7,919 8,718
Depreciation 23,885 6,397 30,282

Total Expenditures 56,650 61,571 118,221
Net Operating Income (8,354) (5,168) (13,522)
Nonoperating Revenue(Expense)
Investment Income 26 20 46
Interest Expense (8,103) (1,374) (9,477)

Total Nonoperating Revenue(Expense) (8,077) (1,354) (9,431)
Increase (Decrease) in Net Assets (16,431) (6,522) (22,953)
Net Assets, Beginning 463,541 135,981 599,522
Net Assets, Ending $ 447,110 $ 129459 3 576,569

See accompanying notes to the basic financial statements.
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Exhibit G

Page 1 of 2
TOWN OF BLUEJACKET, OKLAHOMA
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2011
Total
Public Works Public Works Enterprise
Sewer Water Funds
Cash Flows from Operating Activities:
Receipts from Customers $ 28,581 $ 57,669 86,250
Receipt of Other Income - - -
Receipt of Operating Grants 19,715 - 19,715
Payments to Employees (5,330) (13,240) (18,570)
Payments to Suppliers and Vendors (27,172) (43,388) (70,560)
Net Cash Provided (Used) by Operating Activities 15,794 1,041 16,835
Cash Flows from Capital and Related Financing Activities:
Receipts of Capital Grants - - -
Purchase of Capital Assets - - -
Principal Paid on Long-term Debt (4,664) (7,917) (12,581)
Interest Paid on Long-term Debt (8,008) (1,573) (9,581)
Net Cash Provided (Used) by Capital and Related
Financing Activities (12,672) (9,490) (22,162)
Cash Flows from Investing Activities:
Receipts of Interest Income 26 20 46
Net Cash Provided (Used) from Investing Activities 26 20 46
Net Increase (Decrease) in Cash and Cash Equivalents 3,148 (8,429) (5,281)
Cash and Cash Equivalents, Beginning 6,239 23,447 29,686
Cash and Cash Equivalents, Ending $ 9387 $ 15018 $ 24,405

See accompanying notes to the basic financial statements.
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Exhibit G

TOWN OF BLUEJACKET, OKLAHOMA
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

Reconciliation of Operating Income to Net Cash
Provided (Used) by Operating Activities:
Operating Income (Lo0ss)

Adjustments to reconcile Operating Income (Loss) to Net
Cash Provided (Used) by Operating Activities:
Depreciation
Change in Assets and Liabilities:
Accounts Receivable
Accounts Payable
Accrued Liabilities
Total Adjustments

Net Cash Provided (Used) by Operating Activities

Page 2 of 2
Total
Public Works Public Works Enterprise
Sewer Water Funds
$ (8,354) (5,168) $ (13,522)
23,885 6,397 30,282
- 1,266 1,266
(96) (1,016) (1,112)
359 (438) (79)
24,148 6,209 30,357
$ 15794 $ 1041 $ 16,835

See accompanying notes to the basic financial statements.
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Page 1 of 10
TOWN OF BLUEJACKET, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting and reporting policies of the Town of Bluejacket (the Town) relating to
the fund types included in the financial statements conform to generally accepted
accounting principles prescribed by the Governmental Accounting Standards Board. The
following represent the more significant accounting and reporting policies and practices
of the Town.

Reporting Entity

The Town of Bluejacket, for financial reporting purposes, includes all funds and
authorities over which the Town council exercises oversight responsibility. Oversight
responses defined by NCGA, Statement 3, was determined on the basis of the Town's
ability to significantly influence operations, select the governing authority, and
participate in fiscal management and scope of public service. On this basis, the reporting
entity of the Town of Bluejacket includes all its funds as well as the accounts of the
blended component unit; the Bluejacket Public Works Authority (the Authority).

The Bluejacket Public Works Authority is a public trust created under the authority of
and pursuant to the provisions of Title 60, Oklahoma Statutes 1961, and Sections 176 to
180, for the use and benefit of the Town of Bluejacket. The trust has as its purpose to
budget, construct, plan, establish, install, enlarge, improve, equip, operate, control and
regulate facilities, whether water, sewer, gas, electric or other forms or types of public
and municipal services within and without the corporate boundaries of the Town of
Bluejacket. The Town council members of the Town of Bluejacket act as trustees of the
Authority.

Basis of Presentation
Management’s Discussion and Analysis:
GASB 34 requires the financial statements be accompanied by a narrative introduction
and analytical overview of the Town’s financial activities in the form of management’s
discussion and analysis (MD&A).

Government-wide Financial Statements:

The Statement of Net Assets and Statement of Activities display information about the
reporting government as a whole. They include all funds of the reporting entity except
for the fiduciary funds of which the Town has none. The statements distinguish between
governmental and business-type activities. Governmental activities generally are
financed through taxes, intergovernmental revenues, and other nonexchange revenues.
Business-type activities are financed in whole or in part by fees charged to external
parties for goods or services.

-19-



Page 2 of 10
TOWN OF BLUEJACKET, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Fund Financial Statements:

Fund financial statements of the reporting entity are organized into funds, each of which
is considered to be separate accounting entities. Each fund is accounted for by providing
a separate set of self-balancing accounts that constitute its assets, liabilities, fund equity,
revenues, and expenditure/expenses. Funds are organized into three major categories:
governmental, proprietary, and fiduciary. An emphasis is placed on major funds within
the governmental and proprietary categories. 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. This fund accounts for all activities except those legally or
administratively required to be accounted for in other funds.

Special Revenue Fund - These funds are used to account for the revenues derived from
specific taxes, governmental grants, or other revenue sources which are designated to
finance particular functions or activities of the Town. The Town's special revenue funds
consist of the following funds: Street & Alley, Fire and Cemetery funds.

Proprietary Fund Types:

Enterprise Fund - Enterprise Funds are used to account for operations (a) that are
financed and operated in a manner similar to private business enterprises - where the
intent of the governing body 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 governing body has been
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 Town's Enterprise fund consists of the following
funds: Bluejacket Public Works Authority.

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

The government-wide financial statements and proprietary funds are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues
are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of the related cash flows. Grants and similar items are
recognized as soon as all eligibility requirements imposed by the provider have been met.
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Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible with the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose, the Town considers revenues to
be available if they are collected within 60 days after year end. Expenditures are
recorded when the related fund liability is incurred. Capital assets and long-term debt are
not reported in governmental fund financial statements because they do not involve
current financial resources.

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 of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the accounting period. Actual
results could differ from those estimates.

Budget Process
Annually a legally adopted budget is prepared for the General Fund and other
governmental funds and an operating budget forecast is prepared for the Public Works
Authority Funds. The budgets are formally approved by the Board of Trustees before
filing with the State of Oklahoma. Actual expenditures within the General Fund may not
legally exceed the adopted budget appropriations at the object category level within the
department of a fund.

Assets, Liabilities, and Equity
Cash and Cash Equivalents:
For the purpose of the Statement of Net Assets, and the proprietary funds Statement of
Cash Flows, “cash and cash equivalents” includes all demand and savings accounts and
certificates of deposit with an original maturity of three months or less.

Investments:

Investments consist of long-term certificates of deposits and are stated at cost, which
approximates market unless otherwise indicated with a maturity at the time of purchase
of more than three months.

Receivables:

In the government-wide statements, receivables consist of all revenues earned at year-end
and not yet received. Allowances for uncollectible accounts receivable are based upon
historical trends and the periodic aging of accounts receivables.
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Restricted Assets:
Under the terms of the loan agreements, the Bluejacket Public Works Authority must
maintain certain "funds”. These are not funds in the sense of fiscal and accounting
entities with self-balancing sets of accounts; they merely represent mandatory asset
segregation. The primary restricted assets are related to loan reserves and utility meter
deposits.

Capital Assets:

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

Government-wide Statements

All capital assets are valued at historical cost or estimated historical cost if actual is
unavailable, except for donated capital assets which are recorded at their estimated fair
value at the date of donation. Prior to July 1, 2003, governmental funds’ infrastructure
assets were not capitalized. It is the policy of the Town to capitalize all assets with a cost
of $1,000 or greater.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the
Statement of Activities, with accumulated depreciation reflected in the Statement of Net
Assets. Depreciation is provided over the assets’ estimated useful lives using the
straight-line method of depreciation. The range of estimated useful lives by type of asset

is as follow:
Buildings 30 - 40 years
Improvements 15 - 20 years
Machinery and Equipment 3 - 20 years
Infrastructure 15 - 40 years

Fund Financial Statements

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

Long-term Debt:

The accounting treatment of long-term debt depends on whether the assets are used in
governmental fund operations or proprietary fund operations and whether they are
reported in the government-wide or fund financial statements. All long-term debt to be
repaid from governmental and business type resources are reported as liabilities in the
government-wide statements. The long-term debt consists primarily of notes payable.
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Equity Classifications:

Government-wide Statements
Equity is classified as net assets and displayed in the following components:

A Invested in Capital Assets, Net of Related Debt - 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 borrowings that
are attributable to the acquisition, construction or improvement of those assets.

B. Restricted Net Assets - Consists of net assets with constraints placed on the use
either by external groups such as creditors, grantors, contributions, or laws or
regulations of other governments; or law through constitutional provisions or
enabling legislation.

C. Unrestricted Net Assets - All other net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”

Fund Statements
Governmental fund equity is classified as fund balance. Fund Balance is further
classified as reserved and unreserved, with unreserved further split between designated
and undesignated. Proprietary fund equity is classified the same as in the government-
wide statements.

Revenues, Expenditures, and Expenses
Sales Tax:
The Town is currently receiving sales tax on each dollar. This is deposited into the
general fund for the purpose of paying the operation and maintenance costs incurred by
the Town.

Operating Revenues and Expenses:

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

-23-



Page 6 of 10
TOWN OF BLUEJACKET, OKLAHOMA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011
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Expenditures/Expenses:
In the government-wide financial statements, expenses are classified by function for both
governmental and business-type activities.

In the fund financial statements, expenditures are classified as follows:

Government Funds - By Character
Current
Capital Outlay
Proprietary Fund - By Operating and Nonoperating.

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

Interfund Transfers

Interfund receivables and payables arise from Interfund transactions and are recorded by
all programs affected in the period in which the transactions are executed. These
receivables and payables within the same fund type are eliminated for presentation of the
financial statements in the government-wide statements. Net receivables and payables
between governmental activities and business-type activities are reported as internal
balances and internal transfers.

NOTE 2 - CASH AND CASH EQUIVALENTS, RESTRICTED CASH AND
INVESTMENTS

The Town of Bluejacket is governed by the deposit and investment limitations of state law. The
deposits and investments held at June 30, 2011, and reported at fair value are as follow:

Carrying

I1YPE Value

Deposits:
Demand Deposits $ 67,115
Investments:
Certificates of Deposit 11,233
Total Deposits and Investments $ 78,348
Reconciliation to Statement of Net Assets:

Cash and Cash Equivalents $ 47,654
Investments 11,233
Restricted Cash and Cash Equivalents, Customer Deposits 9,966
Restricted Investments, Debt Reserve 9,495
3 78,348
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NOTE 2 - CASH AND CASH EQUIVALENTS, RESTRICTED CASH AND
INVESTMENTS, Continued

Custodial Credit Risk - State law governs the requirements for managing custodial credit
risk. Such law requires uninsured deposits to be secured with collateral having market
value at least equal to the amount of uninsured deposits. Deposits in financial
institutions, reported as components of cash, cash equivalents, and investments, had a
bank balance of $86,261 at June 30, 2011, which was fully insured by depository
insurance or secured with collateral held by the Town's agent in its name. All
investments, evidenced by individual securities, are registered in the name of the Town or
one of its component units.

Investment Interest Rate Risk - The Town has no formal investment policy that limits
investments maturities as a means of managing its exposure to fair value losses arising
from increasing interest rates. Maturities of investments held at June 30, 2011 are
provided in the schedule above. Nonnegotiable certificates of deposit are not subject to
interest rate risk, therefore their maturity dates are not provided.

Investment Credit Risk - The Town as no investment policy which limits its investment
choices other than the limitation of state law as follows:

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

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

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

d. County, municipal or school district tax supported debt obligations, bond or

revenue anticipation notes, money judgments, or bond or revenue anticipation
notes of public trust whose beneficiary is a county, municipality or school district.
e. Notes or bonds secured by mortgage or trust deed insured by the Federal Housing
Administrator and debentures issued by the Federal Housing Administrator, and
in obligations of the National Mortgage Association.
f. Money market funds regulated by the SEC and in which investments consist of
the investments mentioned in the previous paragraphs a., b., c., and d.

Concentration of Investment Credit Risk - The Town places no limit on the amount it

may invest in any one issuer. At June 30, 2011, the Town had limited concentration of
credit risk.
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Accounts receivable in the enterprise fund represent utility billings at June 30, 2011. As
of this date, no allowance is considered necessary. In the governmental funds, accounts
receivable represents receivables for taxes.

NOTE 4 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2011 is as follows:

Governmental Activities:
Buildings
Machinery and Equipment

Less: Accumulated Depreciation
Buildings
Machinery and Equipment
Total Accumulated Depreciation

Business-type Activities:

Non-depreciation Assets:
Construction in Progress

Depreciable Assets:

Machinery and Equipment
Buildings

Water System

Sewer System

Less: Accumulated Depreciation
Buildings
Water and Sewer System
Machinery and Equipment
Total Accumulated Depreciation

Balance Balance

6/30/2010 Additions Deletions 6/30/2011
$ - $ - $ - 8 -
54,645 - - 54,645
54,645 - - 54,645
14,248 7,947 - 22,195
14,248 7,947 - 22,195
40,397 (7,947) - 32,450
95,642 - - 95,642
11,144 - - 11,144
58,940 - - 58,940
196,971 - - 196,971
1,038,148 - - 1,038,148
1,305,203 - - 1,305,203
1,400,845 - - 1,400,845
20,244 1,473 - 21,717
596,810 28,809 - 625,619
11,143 - - 11,143
628,197 30,282 - 658,479
772,648 (30,282) - 742,366
$ 813,045 $ (38229) $ - $ 774816
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NOTE 5 - LONG-TERM DEBT
Long-term debt consists of the following debts owed by the Bluejacket Public Works Authority.
A summary of long-term debt follows:

Rural Development:
Note payable to Rural Development at 5% interest rate, payable in monthly installments
of $1,056, including interest until March 19, 2031 with a balance due of $157,597.

GMAC Commercial Mortgage:
Loan balance to GMAC at 5% interest rate, payable in annual installments of $9,491 until
January 1, 2014 with a balance due of $23,986.

Balance Balance Due in
6/30/2010 Increases Decreases 6/30/2011 One Year
Business-type Activities:
Rural Development Notes $ 162261 $ - $ 4664 $ 157597 % 4,904
GMAC 31,904 - 7,918 23,986 8,254
$ 194165 $ - $ 12582 $ 181583 $ 13,158

Maturities of long-term debt are as follow:

Principal Interest
Year Ending June 30, Payments Payments _Total
2012 13,158 9,005 22,163
2013 13,831 8,332 22,163
2014 12,473 7,624 20,097
2015 5,695 6,977 12,672
2016 5,987 6,685 12,672
2017 to 2021 34,855 28,505 63,360
2022 to 2026 44,731 18,629 63,360
2027 to 2031 50,853 6,024 56,877

$ 181583 $ 91781 $ 273,364
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NOTE 6 - LITIGATION

Neither the Town nor the Authority has any pending claims or lawsuits against them as of
June 30, 2011, the outcome of which would result in a material liability or damage claim.

NOTE 7 - CONTINGENCIES
The entity is subject to possible examinations by federal regulators who determine
compliance with terms, conditions, laws and regulations governing grants given to the
entity in the current and prior years. These examinations may result in required refunds
by the entity to the federal grantors and/or program beneficiaries.

NOTE 8 - RISK MANAGEMENT
The Housing Authority is exposed to various risks of loss related to torts; theft of,
damage to and destruction of assets, errors and omissions injuries to employees; and
natural disasters for which the Housing Authority purchases commercial insurance.
Management believes this coverage is sufficient to preclude any significant uninsured

losses to the Housing Authority. Settled claims have not exceeded coverage in any of the
past three fiscal years.
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Schedule 1

TOWN OF BLUEJACKET, OKLAHOMA
REQUIRED SUPPLEMENTARY INFORMATION
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2011

GENERAL FUND

Revenues:
Taxes
Traffic Fines
Grant Income
Miscellaneous
Interest
Total Revenues

Expenditures:

General Government
Personal Services
Maintenance and Operations
Operating Grant Expenditures

Emergency Maintenance
Maintenance and Operations

Park
Maintenance and Operations

Street and Alley
Maintenance and Operations

Public Safety
Traffic Fine Expense

Capital Outlay

Total Expenditures

Net Change in Fund Balance

STREET AND ALLEY

Revenues:
Taxes
Total Revenues

Expenditures:
Maintenance and Operations
Total Expenditures

Net Change in Fund
Balance

Variance
Original Final Positive

Budget Budget Actual (Negative)
24,000 $ 24,000 $ 24,176 $ 176
- - 21,015 21,015
- - 53,351 53,351
5,000 5,000 69 (4,931)
500 500 20 (480)
29,500 29,500 98,631 69,131
10,000 10,000 6,230 3,770
15,000 15,000 15,501 (501)
- - 52,551 (52,551)
500 500 626 (126)
3,500 3,500 6,822 (3,322)
- - 2,390 (2,390)
- - 15,226 (15,226)
500 500 - 500
29,500 29,500 99,346 (69,846)
- 3 - $ (715) $ (715)

Variance

Original Final Positive

Budget Budget Actual (Negative)
3,500 $ 3500 $ 2,511 3 (989)
3,500 3,500 2,511 (989)
3,500 3,500 3,820 (320)
3,500 3,500 3,820 (320)
- $ - $ (1,309) $ (1,309)
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Schedule 2

CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2011

FIRE DEPARTMENT

Revenues:
Dues
Operating Grants
Interest
Miscellaneous
Total Revenues

Expenditures:

Personal Service

Maintenance and Operations

Miscellaneous

Operating Grant Expenditures
Total Expenditures

Net Change in Fund
Balance

CEMETERY

Revenues:
Donations
Interest
Miscellaneous
Total Revenues

Expenditures:
Maintenance and Operations
Miscellaneous

Total Expenditures

Net Change in Fund
Balance

Variance
Original Final Positive
Budget Budget Actual (Negative)
7,500 $ 7500 $ 10,143 $ 2,643
1,500 1,500 7,823 6,323
- - 220 220
1,500 1,500 2,726 1,226
10,500 10,500 20,912 10,412
- - 1,000 (1,000)
10,300 10,300 9,348 952
200 200 - 200
- - 7,823 (7,823)
10,500 10,500 18,171 (7,671)
- $ - $ 2,741 $ 2,741
Variance
Original Final Positive
Budget Budget Actual (Negative)
3,000 $ 3,000 $ 3,048 $ 48
20 20 6 (14)
500 500 200 (300)
3,520 3,520 3,254 (266)
3,000 3,000 3,480 (480)
520 520 650 (130)
3,520 3,520 4,130 (610)
- 3 - $ (876) $ (876)
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CYNTHIA L WARREN CPA, P.C.

P.O. Box 189 (918) 452-2116
Eufaula, OK 74432 Fax (918) 452-3509

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Town of Bluejacket
Bluejacket, Oklahoma

| have audited the financial statements of the Town of Bluejacket, as of and for the year ended
June 30, 2011, and have issued my report thereon dated September 5, 2012. Management's
Discussion and Analysis on pages 5 through 9 and Budgetary Comparison are not a required part
of the basic financial statements but are supplementary information required by the accounting
principles generally accepted in the United States of America. | did not audit the information
and express no opinion on it. | conducted my audit in accordance with auditing standards
generally accepted in the United States of America, and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered the Town of Bluejacket’s internal control
over financial reporting as a basis for designing my auditing procedures 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 Housing Authority’s internal control over financial reporting.
Accordingly, | do not express an opinion on the effectiveness of the Housing Authority's internal
control over financial reporting.

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 is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected on a timely basis.

My consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. | did not identify any deficiencies in internal control over financial
reporting that | consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the financial statements are free of
material misstatement, | 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 determination of financial statements amounts. However providing an
opinion on compliance with those provisions was not an objective of my audit and, accordingly,
| 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.

The Town of Bluejacket's response to the findings identified in my audit is described in the
accompanying schedule of responses and corrective actions. | did not audit the Town's response
and, accordingly, | express no opinion on it.

This report is intended solely for the information and use of the management, the board of
commissioners, others within the entity and federal awarding agencies and pass-through entities
and is not intended to be and should not be used by anyone other than these specified parties.

Comtbea L 1 h 204 DO
/ na UL AN CFA, A

Cynthia L Warren CPA, P.C.
September 5, 2012
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TOWN OF BLUEJACKET, OKLAHOMA
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED JUNE 30, 2011

#2011-01 Lack of Segregation of Duties

Criteria:  The Town should have a sufficient and properly designed internal control
structure.  This structure relies greatly on a proper segregation of duties between
individuals. In the perfect situation, duties relating to initiating, authorizing, recording,
processing and reporting financial data would be segregated to provide a less than remote
likelihood that a misstatement of the authority's financial statements which is more than
inconsequential would be prevented or detected.

Condition: The Town has one administrative employee and as a result does not have the
personnel to assign duties and responsibilities in such a way which would segregate
duties as mentioned above. The limited number of employees results in an inadequate
overall internal control structure design. This employee does not have the qualifications
for review of the audited financial statements to ensure accuracy. Specific areas affected
are described below:

Cash and Cash transactions - Only one individual, the Town Clerk, controls the
initiating, recording, processing and reporting of cash transactions.

Revenues and Receivables - The Town Clerk has sole control over the processing
of revenues and receivables.

Expenditures/Expenses and Accounts Payable - The Town Clerk controls the
recording, processing and reporting of expenditures/expenses.

Cause: Due to cost restrictions, the Town has limited staff. Resources are not currently
available for additional employees for the appropriate segregation of duties.

Effect: The lack of segregation of duties related to controls as stated above are
significant deficiencies that could result in the likelihood that a material misstatement of
the financial statements may occur and not be prevented or detected.

Recommendation: As the Town has limited resources available, at the current time,
additional segregation of duties is not financially feasible. The Town should review its
procedures and controls to determine additional controls which can be implemented in
order to achieve the control objectives related to segregation of duties. The cost
effectiveness of these actions should be considered in the implementation of additional
controls.
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TOWN OF BLUEJACKET, OKLAHOMA
RESPONSES
FOR THE YEAR ENDED JUNE 30, 2011

The following are the responses and corrective actions of the Town concerning the findings
reported in the accompanying Schedule of Findings and Questioned Costs for the year ending
June 30, 2011:

#2011-01 The management of the Town has reviewed and discussed the Town’s
responsibilities over internal controls. As a result of this review,
management has considered the cost effectiveness of additional
segregation of duties for compliance of the application of generally
accepted accounting principles. Due to the limitations of resources
available at the current time, it has been determined that it is not
feasible to increase the segregation of duties.

Contact Person: Mayor, Town of Bluejacket
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