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Chas. W. Carroll, P.A.
The Broadway Tower ~ Suite 805 linid, Qklahoma 73701

114 E. Broadway Phone 580-234-5468
Fax 580-234-5423

INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and City Council
City of Alva
Woods County, Oklahoma

| have audited the basic accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information cf the City of Alva, Woods County, Oklahoma, as of and for
the year ended June 30, 2012, which collectively comprise the City's basic financial statements as listed in
the Table of Contents. These financial statements are the responsibility of the City's management. My
responsibility is to express an opinion on these financial statements based on my audit.

Except as discussed in the following paragraph, | 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 the Comptroller General of the United States’ Government Auditing Standards. Those
standards require that | 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 disciosures 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 and the report of other
auditors provide a reasonable basis for my opinion.

The financial statements do not include financial data for all of the City’s legally separate companent units.
These financial statements do include the City of Alva, Oklahoma's Alva Utility Authority as a blended
component unit, but the City’s discretely presented component unit is not included. Accounting principles
generally accepted in the United States of America require the financial data for all component units be
reported with the financial data of the City’s primary government unless the City also issues financial
statements for the reporting entity that include financial data for those component units, the City has not
issued such reporting entity financial statements. Because of this departure from accounting principles
generally accepted in the United States of America, it is not known how the assets, liabilities, net assets,
revenues and expenses of the aggregate discretely presented component unit would have been reported.

In my opinicn, based on my audit, because of the omission of the discretely presented component unit, as
discussed above, the financial statements referred to above do not present fairly, in conformity with
accounting principles generally accepted in the United States of America, the financial position of the
aggregate discretely presented component unit of the City of Alva, Woods County, Oklahoma, as of June
30, 2012, or the changes in financial position thereof for the year then ended.

Furthermore, in my opinion, based on my audit, the basic financial statements referred to above present
fairly, in all material respects, the respective financial position of the governmental activities, each major
fund, and the aggregate remaining fund information of the City of Alva, Woods County, Oklahoma, as of
June 30, 2012, and the respective changes in financial position and cash flows, where applicable, thereof
for the year then ended in conformity with accounting principles generally accepted in the United States of
America.
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Independent Auditor's Report
City of Alva
Page Two

In accordance with Government Auditing Standards, | have also issued a report dated April 30, 2013 on my
consideration of the City's internal control over financial reporting and my tests of its compliance with certain
provisions of laws, regulations, contracts, 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 o 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 read in conjunction with this report in considering the results of my audit.

The Management's Discussion and Analysis 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, consisting
principally of inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, | did not audit the information and do not express an opinion on it.

My audit was made for the purpose of forming opinions on the financial statements that collectively
comprise the City of Alva's basic financial statements. The introductory section, combining and individual
major and non-major fund financial statements, schedules, and schedule of expenditures of federal awards,
are presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining and individual major and non-major fund financial statements and schedule of
expenditures of federal awards have been subjected to the auditing procedures applied by me and the
other auditors in the audit of the basic financial statements and, in my opinion, based on my audit and the
report of other auditors, are fairly stated in all material respects in relation to basic financial statements
taken as a whole. The introductory sections have not been subjected to the auditing procedures applied by
me and the other auditors in the audit of the basic financial statements and, accordingly, | express no

opinion on them,

Sincerely, /
/ v T
“Chas. W. Carroll, P.A, i
April 30, 2013
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CITY OF ALVA
415 4 Street
Alva, Olklahoma 73717
(580) 327-1340
Fax: (580) 327-4965

OFFICE OF THE BUSINESS MANAGER
MANAGEMENT’S DISCUSSION AND ANALYSIS

This discussion and analysis of the City of Alva’s financial performance provides an overview of
the City’s activities for the fiscal year 2011-2012 ending June 30, 2012,

FINANCIAL HIGHLIGHTS

e The City of Alva’s Governmental Funds cash has increased by $511,418 since the
previous year.

» Asof the close of the current fiscal year the City of Alva has decreased debt by $268,858.
The key factors in this debt reduction were regularly scheduled payments on all debt and
notes.

e At the end of the current fiscal year the City of Alva has increase total fund balance by
$500,560 or 17%. The General Government fund balance has increased to $791,815 and
$371,815 is unassigned.

USING THE ANNUAL REPORT

This annual report is presented in a format that is consistent with the presentation requirements
of the Governmental Accounting Standards Board (GASB) Statement No. 34. GASB Statement
34 implements a new model of financial reporting for state and local governments designed to
enhance the usefulness of the City’s annual report.

Report Components

This annual report consists of eight parts as follows:

Discussion of Financial statement

Government wide financial information in the form of condensed financial statements.
Analyze overall financial position and results of operations using the condensed financial
statements as a starting point.

Significant transactions and changes in individual funds.

What happened with the General Fund?

Discussion of Capital asset and long-term debt activity during the year.

Update of infrastructure assets

Discussions of conditions expected to have a significant effect on next year and beyond.

[P (N Qe

LS

FINANCIAL STATEMENT
The financial statement shows that the City of Alva has increased revenues for fiscal year 2011-
2012.



CONDENSED FINANCIAL STATEMENT

NET ASSETS
The City’s total assets were $15,494.889 at June 30, 2012,
Fiscal Year Ended June 30, 2011 June 30, 2012
Assets: :
Cash $1,968,325 2,479,743
Investments 1,096,125 1,107,072
Other 13,807,200 13,624,421
Total Assets 16,871,650 20,106,161
Total Liabilities (4,545,348) (4,300,302)
Total Net Assets 12,326,302 12,910,934

ANALYSIS OF CONDENSED FINANCIAL STATEMENTS
Changes in Net Assets

Fiscal Year Ended June 30, 2012

2010-11 2011-12
Beginning Net Assets-July 1 $10,676,910 12,326,302
Ending Net Assets-June 30 12,326,302 12,910,934
Change in Net Assets 1,649,392 584,632

The following schedules present a summary of general, special revenue, capital projects and debt
service funds, and their expenditures for the fiscal year ended June 30, 2012, and the amounts and
percentage of increase or decreases in relation to the prior year.

Revenues FY 2011 Percent of FY 2012 Percent of
Amount Total Amount Total
Taxes $3,910,569 41.99% 4,992,059 52.37%
Interest 48,239 52% 25,141 27%
Licenses/Permits 17,067 18% 19,006 19%
State Funds 23,294 25% 16,033 17%
Grants 1,555,508 16.71% 262,396 2.76%
Charges for Services 3,632,804 39.02% 3,927,794 41.20%
Miscellaneous 123,869 1.33% 289,161 3.04%
Total Revenues 9,311,345 100% 9,531,592 100%

The net cost of all governmental activities this vear was $6,705,554. Governmental activities of the
City include general government, culture and recreation, debt service, health, public safety,
highways and streets and utilities. '



FY 2011 Percent of FY 2012 Percent of

Expenditures Amount Total Amount Total
General Government $2,152,320 35.93% 2,653,818 39.58%
Cuiture and Recreation 892,469 14.90% 951,090 14.18%
Capital Outlay 390,971 6.53% 349,393 5.21%
Public Safety 1,203.886 20.10% 1,248,984 18.63%
Utilities 1,268,358 21.17% 1,433,911 21.38%
Debt Service (1,245) 0.00% (4,556) -.06%
Highways and Streets 82,144 1.37% 72.914 1.09%
Total Expenditures 5,988,903 100% 6,705,554 100%

SIGNIFICANT TRANSACTIONS AND CHANGES

GENERAL FUND

*

Taxes have increased by $1,081,490 or 27%. This increase can be atiributed to the influx of
oil industry to this area and the workers and development which follows this industry.

Utility Revenue Remained relatively flat from the prior year. The City of Alva has not
increased rates in a number of years and is currently evaluating the feasibility of the current
rate structure,

General Government expenses increased from the prior year due to several reasons. During
the current fiscal year the City of Alva implemented a new pay plan, with the
implementation of this pay plan there a were increase in salaries, taxes, allowances and
benefits. The City has also experienced rate increases in workers compensation insurance
and property/liability insurance.

During the current fiscal year the City of Alva has made several improvements and
extension to the current infrastructure of water and sewer lines. The Cily crews have
extended the sewer lines east of Alva to accommodate the construction of two new hotels.
They have also installed water and sewer lines in the Industrial Park to accommodate the
new businesses which are locating in that area.

The City of Alva completed the 2011 REAP Grant Project. This project repaired
intersections at Barnes and 10", Mill and 9'* and Barnes and 11", The grant amount was
$50,000.



DISCUSSION OF CAPITAL ASSETS AND LONG-TERM ACTIVITY DURING THE
YEAR

*

The City of Alva made several investments in the water well fields through Myers
Engineering on the evaluation water production from the well fields.

* The City of Alva Purchased a 2002 International 9200 Truck to transport trash from the
transfer station west of Alva to the landfill in Meno in the amount of $26,250.

*  The City of Alva completed an above ground storage system for public works in the amount
of $51,949.

#  The City of Alva completed Phase 1 of the Dog Pound Project. Phase I consisted of the
pouring the foundation and floor of the building.

*  The City of Alva purchased a new Stryker for the Ambulance Department in the amount of
$12,956.

* The Alva Regional Airport made several improvements to the terminal building and
purchased a new Jet A Fuel Truck in the amount of $31,000.

* The Alva Economic Development Authorily made several improvements to the softball and
baseball fields, buildings and batting cages, along with building a new storage building.
New signs were donated for the entrances to the facility.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City’s elected and appointed officials considered many factors when setting the fiscal year
2012-2013 revenue and expense budgets. The City expects increases in revenues and expenditures,
Revenues are expected to increase due to sales tax increases and to expected increases in utility
rates.

When setting the fiscal year 2012-2013 expenditure budgets, the City’s officials anticipated minor
increases in operating budgets mainly to payroll expenses. The fiscal year budget includes expense
for several capital improvement projects and programs to include the completion of the sidewalk
rehabilitation project, the purchase of a sewer jetter truck and a new trash truck.

The City of Alva will continue to evaluate services and the rates associated with those services,
There are several improvements needed in core areas such as streets, water/sewer infrastructure,
Water Well Field improvements and sanitation, Currently there is no plan to remove services, but
costs to operate those services are being evaluated. Equipment to operate core services is being
evaluated on a as needed bases and replaced as necessary.



CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, investors and creditors with a
general overview of the City’s financial condition and activity and to show the City’s accountability
for revenue’s received. Any questions concerning this report or needed financial information, please
contact the Business Manager at 415 4" Street, Alva, Oklahoma or manageri@alvaok.org,

Joe Don Dunham
Alva Business Manager
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City Of Alva EXHIBITE
Woods County, Cklahoma
Statement of Fiduciary Net Assets
Fiduciary Funds
For the Year Ended June 30, 2012

Private- Agency
Purpese Funds
Trusts
ASSETS
Cash and Cash Eqguivaients $ 795,688 3 65,5681
Investments 33616 -
Total assels 829,304 65,581
LIABILITIES
Warrants & checks outstanding 17,235 -
Due to other funds 634 -
Customer deposiis 87.213 -
Accounts Payable 5,456 -
Total Liabiiities 110,538 -
NET ASSETS
Held in trust for other purposes 3 718,766

SEE NOTES TO FINANCIAL STATEMENTS



City Of Alva EXHIBIT F
Woods County, Oklahoma
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
For the Year Ended June 30, 2012

Private-
Purpose
Trusts
ADDITIONS
Contributions:
Charges for services $ 195,983
Interest earned 3,431
Misceflaneous 121,800
Operating transfers in 895,710
Refunds 0
Totaf Contributions T 1316924
Investment earnings: -
Interest earned 2,167
Total investment earmings T 2187
l.ess investment expense -
MNet Investment Earnings —_ﬁ?
Totai additions T 1319,001
DEDUCTIONS
Schotfarships paid 427,632
Culture & recreation 349,192
Debt service-Interest 180,585
Unallocated -
Total deductions _'""""“65“?“563
Change in Net Assets 361,782
Net Assets-- beginning of the year 356,984
Net Assels - end of the year T 78766

SEE NOTES TO FINANCIAL STATEMENTS



CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

The financial statements of the City of Alva, Woods County, Oklahoma, (the "City") complies with generally
accepted accounting principles (GAAP). GAAP includes all relevant Governmental Accounting Standards
Board (GASB) pronouncements. In the government-wide financial statements and the fund financial
statement for the proprietary funds, Financial Accounting Standards Board (FASB) pronouncements and
Accounting Principles Board (APB) opinions issued on or before November 30, 1989, have been applied
unless the pronouncements conflict with or confradict GASB pronouncements, in which case, GASB
prevails. The accounting and framework and the more significant accounting policies are discussed in
subsequent subsections of this Note.

LA. Financial Reporting Entity

The City is a corporate body for public purposes created under Title Il of the Oklahoma Statutes and
accordingly is a separate entity for operating and financial reporting purposes. The general operating
authority for the municipality is the Oklahoma Municipal Code contained in Title I, Oklahoma Statutes. The
governing body of the municipality is the city council composed of elected members. The mayor is the
executive officer of the municipality.

However, the Council is not included in any other governmental "reporting entity” as defined in Section
2106, Codification of Governmental Accounting and Financial Reporting Standards, since Council
members are elected by the public and have decision making authority, the power to designate
management, the responsibility to significanity influence operations and primary accountability for fiscal
matters.

The City's financial reporting entity comprises the following:
Primary Government. City of Alva

Blended Component Units;  AUA Homestead Deposit
AUA Development
AUA Homestead Holding
AUA Homestead Operating
AUA Homestead Ravenue

In determining the financial reporting entity, the City complies with the provisions of GASB Statement No. 34,
“The Financial Reporting Entity," and includes component units of which the City appointed a voting
majority of the units' council; the City is either able to impose its will on the unit or a financial benefit or
burden refationship exists.

Blended Component Units

Blended component units are separate legal entities that meet the component unit criteria described above
and whose governing body is the same or substantially the same as the City Council or the component unit
provides services entirely to the City. These component units' funds are blended into those of the City's by
appropriate activity type to compose the primary government presentation.

PAGE 6



CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

I.A. Financial Reporting Entity (continued)

Discretely Presented Compenent Units

Although required by generally accepted accounting principles, the City has elected not to include other
discretely presented component units in these financial statements. The affects of this exclusion has not

been determined.

Blended Component Units

Component units that are biended into the reporting activity types of the City's report are presented below:

Component Unit

AUA

Homestead Deposit
Development
Homestead Holding
Homestead Operating
Homestead Revenue

Brief Description

Created July 10, 1997 fo create, develop and maintain the Homestead Retirement Center. The current City
Council serves as entire governing body (Trustees). Any increase of debt would require a two-thirds

approval of the City Council.
I.B. Basis of Presentation

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 fiduciary funds.
Governmental activities generally are financed through taxes, intergovernmental revenues, and other non-
exchange revenues. Business-type activities are financed in whole or in part by fees charged to external

parfies for goods or services.

Fund Financial Statements:

Fund financial statements of the reporting entity are organized into funds, each of which is considered to be
separate accounting entities. Each fund is accounted for by providing a separate set of self-hbalancing
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 ptaced on
major funds within the governmental proprietary categories. A fund is considered major if it is the primary
operating fund of the City or meets the following criteria:

a. Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental or
enterprise fund are at least 10 percent of the corresponding total for all funds or that category or

type; and

PAGE 7



CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

I.B. Basis of Presentation {continued)

b. Total assets, liabilities, revenues, or expenditures/expense of the individual governmental or
enterprise fund are at least 5 percent of the corresponding total for all governmental and enterprise
funds combined.

Governmental Funds

General Fund - The General Fund accounts for all financial transactions not accounted for in any other fund
including the Alva Utility Authority. The revenues include taxes, utility collections, fees, licenses and permits,
fines and forfeits, etc. Expenditures are for personal services, maintenance and operations and capital

outiay.

Special Revenue Funds - The Special Revenue Funds must be spent in accordance with special regulations
and restrictions. There are major classifications to account for operating funds for which the use of
revenues is restricted or designated by outside sources.

Capital Project Fund - The Capital Project Fund is used for the Airport improvements,

Debt Service Funds - The Debt Service Funds are used to account for the accumulation of financial
resources for the payment of general long-term debt principal, interest and related costs. The primary
revenue sources are rental and utility collections from the Homestead Retirement Center and interest
earnings from temporary investments which are restricted for debt service.

Fiduciary Funds (not included in government-wide statements)

Fiduciary Funds are used to account for assets held on behalf of outside parties, including other
governments, or on behalf of other funds within the City. When these assets are held under the terms of a
formal trust agreement, either a nonexpendable trust fund or an expendable trust fund is used. The terms
‘nonexpendable” and "expendable” refer to whether or not the City is under an obligation to maintain the
trust principal. Agency funds generally are used to account for assets that the City holds on behalf of
others as their agent and do not involve measurement of results of operations.

Trust Funds - Agency Funds -
Meter Deposit Municipal Court
AEDA - Economic Development Revolving

AEDA - Scholarship
The Alva Economic Development Authority (AEDA) was created February 1, 1999 to finance and promote
the development of industry within and without the City. The current City Gouncil serves as the entire
governing body (Trustees). Any issuances of debt would require a majority approval of the City Council.

Major and Non-major Funds

The funds are further classified as major or non-major as follows:

Major Funds Brief Description
General Fund See above for description

PAGE 8



CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

I.B. Basis of Presentation (continued)

Special Revenue Funds:
Airport See ahove for description
AUA Homestead Deposit
AUA Development
AUA Homestead Holding
AUA Homestead Operating
AUA Homestead Revenue
APD Drug Task Force

Non-major Funds
Special Revenue Funds:
Hotel Tax See above for description
Fire Defense
Christmas #2
Special Library
Cemetery
Cemetery Beautification
Street & Aliey
Easter Fund

Debt Service Fund:

AUA 8141 CDBG 97 See above for description
AUA 2005 Refunding Bonds Principal/interest

AUA 2005 Refunding Bonds Reserve

11163-CDBG-ED 03

Capitat Project Funds:
Airport Grant See above for description

I.C. Measurement Focus and Basis of Accounting

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

focus applied.

In the fund financial statements, the "current financial resources" measurement focus or the "economic
resources” measurement focus is used as appropriate:

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

PAGE ¢



CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

I.C. Measurement Focus and Basis of Accounting (continued)

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

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

Basis of Accounting

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

In the fund financial statements, governmental funds and agency funds are presented on the modified
accrual basis of accounting. Under this modified accrual basis of accounting, revenues are recognized
when "measurable and available. Measurable means knowing or being able to reasonably estimate the
amount.  Available means collectible within the current period or within sixty days after year-end.
Expenditures (including capital outlay) are recorded when the related fund liability is incurred, except for
general obligation bond principal and interest which are reported when due.

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

I.D. Assets, Liabilities and Fund Equity

Cash and Investments - For the purpose of the Statement of Net Assets, "cash, including time deposits"
includes all demand, savings accounts, and certificates of deposits of the City. For the purpose of the
proprietary fund Statement of Cash Flows, "cash and cash equivalents” include all demand and savings
accounts, and certificates of deposit or short-term investment with an original maturity of three months or

less.

Investments are carried at fair value. Fair value is based on quoted market price. Additional cash
investment disclosures are presented in Notes 2.C and 3.A

Inter-fund Receivables and Pavables - Inter-fund receivables or payables consist of reimbursements
between component units and governmentat activities and will be presented as transfers when made.

Receivables - In the government-wide statements, receivables consist of all revenues earned at year-end
and not yet received. All accounts receivable are considered collectable at year-end. Major receivable
balances for the governmental activities include property taxes, grants, and contracts.

In the fund financial statements, material receivables in governmental funds include revenue accruals such
as property tax, grants and contracts and other similar intergovernmental revenue since they are usually
both measurable and available. Interest and investment earnings are recorded when eamed only if paid
within 60 days since they would be considered both measurable and available,
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CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

1.D. Assets, Liabilities and Fund Equity {confinued)

Inventories - The value of consumable inventories at June 30, 2012 is not material to the financial
staternents. Purchases for inventory items are considered expenditures at the time of purchase.

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

Government-wide Statements

In the government-wide financial statements, fixed assets are accounted for as capital assets. All fixed
assets are valued at historical cost, or estimated historical cost if actual is unavailabie, except for donated
fixed assets, which are recorded at their estimated fair value at the date of donation. Estimated historical
cost was used fo report the majority of the buildings and infrastructures. Historical cost was used to report

land, furniture, and equipment.

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 follows:

- Buildings 25-40 years
- Improvements 7-40 years
- Machinery and Equipment 7-25 years

In the government-wide financial statements, all machinery, equipment, furniture, and automobiles costing
$2,500 or more have been capitalized and depreciated over the estimated useful life. Repairs, remodeling
and/or construction costing $25,000 or more has been capitalized and depreciated over the estimated
useful life,

Fund Financial Statements

In the fund financial statements, fixed assets used in governmental fund operations are accounted for as
capital outlay expenditures of the governmentat fund upon acquisition.

Restricted Assets - The City's restricted assets consists of utility meter deposits.

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 fo 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, accrued
compensated absences, and a court assessed judgment.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements. The
debt proceeds are reported as other financing sources and payment of principle and interest reported as
expenditures. The accounting for proprietary fund is the same in the fund statements as it is in the
government-wide statements.
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CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

.D. Assets, Liabilities and Fund Equity {continued)

Compensated Absences - The City's policies regarding vacation time permit employees to accumulate
earned but unused vacation leave. The liability for these compensated absences is recorded as ong-term
debt in the government-wide statements. The current portion of this debt is estimated based on historical
trends. In the fund financial statements, governmental funds report only the compensated absence liability
payable from expendable available financial resources.

Fund Equity

Government-Wide Statements

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

a. Invested in capital assets - consists of capital assets, net of accumulated depreciation.

b. Restricted net assefs - consists of net assets with constraints on the use either by (1) external
groups or (2) law through constitutional provisions or enabling legislation.
¢ Unrestricted net assets - All other net assets that do not meet the definition of "restricted" or

"invested in capital assets".

Fund Statements

The governmental fund financiat statements present fund balances based on classifications that comprise a hierarchy
that is based primarily on the extent fo which the City is bound to henor constraints on specific purposes for which
amounts in the respective governmental funds can be spent. The classifications used in the governmental fund
financial statements are as follows:

+ Non-spendable: This classification includes amounts that cannot be spent because they are either (a) not in
spendable form or (b) are legally or contractually required to be maintained intact.

+ Reskicted: This classification includes amount for which constraints have been placed on the use of the
resources either (a) externally imposed by creditors (such as through & debt covenant), grantors,
cantributors, or laws or regulations of other governments, or (b} imposed by law through constitutional
provisions or enabling legislation. The City has classified Street and Alley revenue and a percentage of
Cemetery revenue as being restricted because the use is restricted by State Statute. Debt service resources
are to be used for future servicing of the general obligation bonds and are restricted through debt covenants.
Capital project revenue from bond proceeds is restricted by State Statute and is legally segregated for
funding of voter approved uses.

s Committed: This classification includes amounts that can be used only for specific purposes pursuant {o
constraints imposed by formal action of the Board of Trustees. These amounts cannot be used for any other
purpose unless the Board removes or changes the specified use by taking the same type of action
(resolution) that was employed when the funds were initially committed. This classification aiso includes
contractual obligations to the extent that existing resources have been specifically committed for use in
satisfying those contractual requirements.

+ Assigned: This classification includes amounts that are constrained by the City's intent fo be used for a
specific purpose but are neither restricted nor committed. This intent can be expressed by the Board or
through the Board delegating this responsibility through the budgetary process. This classification also
includes the remaining positive fund balance for alt governmental funds except for the General Fund. The
City has assigned interest eamings to the funds where earned for the purposes defined by the fund.
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Fund Statemenis (continued

« Unassigned: This classification includes the residual fund balance for the General Fund. The Unassigned
classification also includes negative residual fund balance of any other government fund that cannot be
efiminated by offsetting of Assigned fund batance amounts.

The City would typically use Restricted fund balances first, followed by Committed resources, and then Assigned
resources, as appropriate opportunities arise, but reserves the right to selectively spend Unassigned resources first to
defer the use of these other classified funds.

ILE. Revenues, Expenditures and Expenses

Property Tax Revenue - The City's property tax is levied each October 1, on the assessed value listed as of
January 1, of the same year for all real and personal property located in the City, except certain exempt
property. Assessed values are established by the Oklahoma Tax Commission and the State Equalization
Board. A revaluation of all property is required once every five {b) years.

The City does not have a millage levy for the General Fund for the 2011-12 period.

Expenditures/Expenses - In the government-wide financial statements, expenses are classified by
function of governmental activities.

In the fund financial siatements, expenditures are classified as follows:
Governmental Funds - by Character: Current (further classified by function)
Debt Service
Capital Outlay

2. Detail Notes on Transaction Classes/Accounts

The following notes present detail information to support the amounts reported in the basic financial
statements for its various assets, liabilities, equity, revenues, and expenditures/expense.

The City's investments policies are governed by state statute. Permissible investments include direct
cbligations of the United States Government and Agencies; cerfificates of deposit of savings and loan
associations, and bank and trust companies; and savings accounts or savings certificates of savings and
foan associations, and trust companies. Collateral is required for demand deposits and certificates of
deposit for all amounts not covered by federal deposit insurance.

Deposits - The City's cash deposits at June 30, 2012, are cafegorized to give an indication of the level of
risk assumed by the City at year end as follows:

Deposit Categeries of Credit Risk

(A) Insured or collateralized with securities held by the City or by its agent in the City's name.

(B) Collateralized with securities held by the pledging financial institution's trust department or agent in
the City's name.

{C) Uncollateralized.

Category
Bank
A B C Balance
Cash and cash
and equivalents $ 500,000.00 $2,839,130.35 $ 000 $3,339,130.35
Investments 1.012.910.65 127.777.77 0.0 1,140,688.42

$1.512.91065 $2,966,908.12 $_.000 $4,479,818.77
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CITY OF ALVA

WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TC BASIC FINANCIAL STATEMENTS

Deposit Categories of Credit Risk {continued)

Reconciliation to Government-wide Statement of Net Assets:

Unrestricted cash, including time deposits

Agenecy fund cash, including time deposits {not included in

governmenti-wide statement)

2.B. Other Receivables

$3,650,515.29

829,303.48
$4.479.818.77

Other receivables of the governmental activities consist of charges and fees and reimbursement.
Receivables detail at June 30, 2012 was as follows:

Accounts receivable

2.C. Capital Assets

Governmental
Activities

$ 492,044.59

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

Balance at Balance at
Q7/01/11 Additions Disposals 06/30/12
Governmental activities:
Land $ 718,875.00 $ 000 $ 0.00 3 718,675.00
Construction in progress 4,912,154.00 0.00 (4,912,1564.00) 0.00
Building/Facilities 10,977,628.00 4,976,238.00 0.00 15,853,866.00
Furniture & Equipment 5,265.452.00 233,702.60 0.00 5.499.154.00

Totals at historical cost  21,873,908.00

5,209,940.00 (4,912,154.00)

22.171.695.00

Less accumulated
depreciation

Buildings/Facilities { 5,835,076.00)

Furniture & Equipment (3,181,337.00)

Total accumulated

Depreciation {9.026,413.00)

{ 237,378.00) 0.00 { 6,072,454.00)
{ 218.206.00) 0.00 { 3,409,543.00)
{_455,584.00) 0.00 (_8.481.897.00)

Governmental activities

$4,754,366.00 §(4,912,154.00)

capital assets, net $12,847,496.00
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CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

2.C. Capita!l Assets {continued)

Depreciation expense was charged to governmental activities as follows:

Equipment

Furniture,

Fixtures and

Automobiles Buildings Total
General Government $ 80,982.00 $ 237,378.00 $ 318,360.00
Public Safety 78,267.00 0.00 78,267.00
Culture & Recreation 58,957.00 0.00 58.857.00

Totat depreciation expense-
Governmental activities $218,206.00 $_237.378.00 $.455,584.00

2.D. Accounts Payable

Accounts payables in the General Fund and Special Revenue Funds are composed of payables io
vendors. There are no accrued salaries or benefits as of year end.

Inter-fund Receivables and Payables — Inter-fund receivables or payables consist of reimbursements
between component units and governmental activities and will be presented as transfers when made.

2.E. Other Payabies

Other payables in the General Fund and Special Revenue Funds are composed of outstanding warrants.
These warrants have been released as of June 30, 2012. There were not any "other payables” in the
Enterprise Funds.

2.F. Long-term Debt

Governmental Activities - As of June 30, 2012, the governmental long-term debt of the financial reporting
entity consisted of:

Accrued Compensations $ 73,083.00

General Long-Term Debt

Alva Utility Authority

The Alva Utility Autherity is a frust created for the use and benefit of the City of Alva, Oklahoma to finance,
operate, construct and administer any public work, improvements or facilities, and for the public purposes
hereinafter set forth, under the provisions of Title 60, Oklahoma Statutes 1881, Sections 176 to 180.4,
inclusive as amended and supptemented, the Oklahoma Trust Act and other applicable statutes of the State
of Oklahoma.

PAGE 15



CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

2.F. Long-term Debt (continued)
Alva Utility Authority Retirement Center Refunding Bonds

Annual adjustable interest, due July 1 and January 1, maturing July 1, 2022, Original issue of
$3,070,000.00, balance of $2,240,000.00 {none delinquent). Principal payments are made each July
1.

A principal and interest repayment schedule of the outstanding general obligation bond issues at June
30, 2012 is set forth below:

Payment Date Principal Rate interest Total

1 Jul 12 thru 4.00% to

T Jul 17 $1,085,000.00 4.60% 496,080.00 1,581,080.00
1 Jul 18 thru

1 Jul 22 1,155.000.00 5.00% 149,875.00 1,304,875.00

$2,240,000.00

Alva Utility Authority CDBG-CD Promissory Note - Contract #3141

A loan, CDBG-CG Promissory Note Contract 8141, was established with the Community Development
Block Grant (CDBG), State of Oklahoma to finance infrastructure projects by the City of Alva with
improvements to the City's water system. The new note is dated December 1, 1999 to mature November
1, 2019. The amount financed was $125,000.00 at a rate of zero percent (0%) per annum. The principal of
the note shall be payable in equal monthly installments of $520.83 over a period of two hundred thirty nine
(239) months, commencing on December 1, 1999 and continuing through and including October 1, 2019.
On November 1, 2019, the remaining unpaid principal balance of $521.63 shall be paid in full. The
principal balance remaining at June 30, 2012 is $46,354.17.

Alva Economic Development Authority Recreational Facility Note

A loan, Number 82103, was established with the Central National Bank of Alva, Alva, Qklahoma to finance
the construction of a recreational facility for use in furthering economic and development efforts. The new
loan is dated December 22, 2000 to mature January 1, 2021. The amount financed was $1,940,000.00 at
a rate of six and one-quarter percent (6.26%) per annum to be adjusted after January 1, 2005, Monthly
installments in an amount representing the payment necessary to amortize principal of and interest on the
note over its term shall be payable on the 1st day of each month beginning on February 1, 2001, and on
the 1st day of each month thereafter through and including January 2, 2021. On January 1, 2021, the
remaining unpaid principal of the note, together with an unpaid interest thereon at the above stated rate
shall be due and payabie in full, uniess the note is renewed or extended. The principal balance remaining

at June 30, 2012 is $1,222,914.40.

Alva Economic Development Authority Recreational Facility Note
City of Alva CDBG Promissory Note - Contract #11153-CDBG-ED 03

A loan, CDBG-ED Promissory Note Contract 11153-CDBG-ED 03, was established with the Community
Development Block Grant (CDBG), State of Oklahoma to finance infrastructure projects by the City of Alva
with improvements to the City's water and sewer system. The new note is dated February 1, 2006 to
mature January 1, 2026. The amount financed was $273,123.00 at a rate of zero percent (0%) per annum.
The principal of the note shall be payable in equal monthly installments of $1,138.01 over a period of two
hundred thirty nine (239) months, commencing on February 1, 2006 and continuing through and including
January 1, 2026. On January 1, 2026, the remaining unpaid principal balance of $1,138.61 shall be paid in
full. The principal balance remaining at June 30, 2012 is $185,496.23.
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CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

2.G. Capital Leases

The City has entered intc no lease-purchase agreements as lessee for financing the acquisition of
equipment.

2.H. Operating Leases

The City has elected not to present a liability for operating leases. All operating leases contain a mutual
rafification clause for both parties; therefore, the City does not consider the obligation to be for a period
extending beyond the current fiscal year.

3.A. Inter-fund Transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions that
constitute reimbursement to a fund for expenditures/expenses initially made from it that are properly
applicable to another fund are recorded as expenditures/expenses in the fund that is reimbursed.

All other inter-fund transactions, except quasi-external transactions and reimbursements, are reported as
transfers. Nonrecurring or non-routine permanent transfers of equity are reported as residual equity
transfers. All other inter-fund transfers are reported as operating transfers. There were no operating
transfers or residual equity transfers during fiscal year 2012.

3. Cther Notes
3.B. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and abilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Accordingly, actual results could differ
from those estimates.

3.C. Other Post Employment Benefits

The City does not offer any early retirement incentive plans.
3.D. Employee Retirement System

All regular, fulltime employees except any policemen, firemen and other employees covered under a state
retirement system.

Elected officials may be included with the consent of the municipality. All other employees must be less
than age 60 at date of hire. (This requirement may be waived for employees active on the date the plan is
established.) Contributions to the three retirement systems by the City are made according to percentages
required by statutes as follows:

City Employees (2.15%) $46,756.23
Policemen Pension (13%) 38,487.82
Firemen Pension (13%) 41,5639.56

Total City Contribution $126,783.61
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CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

3.E. Budgets and Budgetary Accounting

The City is required by state law to prepare an annual budget. The City must submit a budget by August 22
of each year according to Oklahoma Statutes, Title 68, Section 3002. The budget amount for the City is the
appropriated balance approved by the County Excise Board. The budget, as set by the governing board,
constitutes the maximum funds that may be spent during the fiscal year by any department of the local
government required to appropriate funds. The budget includes revenues which are collected by the City or
transfers into a specific fund from another fund. The City's budget does not include an ad valorem tax fevy.

A budget is legally adopted by the City Council for the General Fund and Special Revenue Funds that
includes revenues and expendifures.

Encumbrances represent commitments related to unperformed contracts for goods or services.
Encumbrance accounting -- under which purchase orders and other commitments of resources are recorded
as expenditures of the applicable fund --is utilized in all governmental funds of the City.

The unencumbered balance of current fiscal year appropriations and the unexpended reserve
appropriations of the previous fiscal year are lapsed and become a part of the beginning fund balance for
the succeeding fiscal year.

3.F. Risk Management

insurance Coverage

The City's Commercial Liability Insurance agreements cover claims against municipatities for all government
functions, utilities, and services. These include bodily injury, property damage, wrongful acts, personal
injury, and related torts under the State tort claims law and federal civil rights laws.

All public officials, employees, services, and municipal functions are covered unless they are specifically
listed.

The title to all assets acquired by the Plan are vested in the Group. In the event of termination of the Group,
such property shall belong to the then members of the Group in equal shares. Each participating Town
pays all cost, premiums, or other fees attributable to its respective participation in the Plan, and is
responsible for its obligation under any contract entered into with the Plan.

Reserves for claim losses include provisions for reported claims on a case basis and an estimate of claims
incurred but not reported limited by aggregate and individual ioss levels as specified by the Plan's
reinsurance contracts. These credits, if any, represent contingent liabilities of the Plan if the reinsurer was
unable to meet its obligations under the reinsurance agreement.

The Plan's insurance agreements are reinsured for excess losses based upon the contract year. The
significant components of each reinsurance confract can be obtained from the Plan's annual financial
report.

Surety Bonds

E. A. Ware, City Treasurer, is bonded with the Travelers Casualty and Surety Company of America in the
penal sum of $50,000.00. The bond number is 108767815, dated April 12, 2009 to April 6, 2015,
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CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

Surety Bonds (continued)
The City of Alva maintains a Public Employees Blanket Bond with the RLI Surety in the penal sum of
$10,000.00 per employee. The policy number is FID8003066, dated October 30, 2010 and remains

effective until cancellation or termination.

Workers' Compensation
The title to all assets acquired by the Plan are vested in the Plan. In the event of termination of the Plan,

such property shall belong to the then members of the Plain in equal shares. Each participating city pays
for all costs, premiums, or other fees attributable to its respective participation in the Plan, policy or service
established under the agreement establishing the Oklahoma Municipal Assurance Group, and is
responsible for its obligations under any contract entered into with the Plan.

Specific aggregate stop loss coverage is provided by the State Insurance Fund and covers all claims above
the loss reserve fund. The loss reserve fund amount as of June 30, 2012 was $56,926.53.

Reserves for policy and contract claims provide for reported claims on a case basis and provisions for
incurred but not reported claims limited to specific retention levels for each member as outlined in the Plan’s
reinsurance agreement.

The Plan workers' compensation coverage is reinsured for losses in excess of respective retention levels. The
reinsurance agreement covers losses incurred within the effective period of the agreement. Each Plan member's lia-
bility for claims losses is limited to their individual retention levels as outiined in the Plans reinsurance agresment.

3.G. Service Rates
SCHEDULE A RATES

Inside Cutside Water
Water Rates City Limits City Limits District
0 to 667 Cubic Ft $16.64 minimum %$21.76 minimum $17.92 minimum
667 to 15,000 CF 1.40 per 100 CF 2.08 per 100 CF 1.38 per 100 CF
Over 15,000 CF .84 per 100 CF 1.21 per 100 CF 1.38 per 100 CF
Sewer Rates With Lift
0 to 801 Cubic Ft $ 6.40 minimum $ 7.68 minimum $15.36 minimum
801 to 15,000 CF .23 per 100 CF .33 per 100 CF
Over 15,000 CF .12 per 100 CF 18 per 100 CF

Sewer charge is based on 80% of the water consumption.
Water Deposit  $89.60

Transfer Fee and Cut-Off Fee $ 5.00
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CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES TO BASIC FINANCIAL STATEMENTS

3.G. Service Rates (continued)

Trash Pickup Inside City Limits Outside City Limits
Residential; $21.76 per month $56.00 per month 1 day

2 days per week pickup per week pickup for those
for those who receive water who do not receive water

and live within 3 mile radius
SCHEDULE B RATES

Commercial: $47 .36 per month $74.00 per month
Inside city limits with 8
containers or less

Commercial rates vary according to number of dumpsters and collections per week.

4. Contingencies

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies. Any disallowed claims, including amounts already collected, may constitute a liability of the
applicable funds. The amount, if any, of expenditures which may be disallowed by the grantor cannct be
determined at this time although the District expects such amounts, if any, to be immaterial.

5. Subsequent Events

Management has evaluated subseguent events through April 30, 2013, which is the date the financial
statements were available to be issued.
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Current assets:
Cash and Cash Equivalents
Investments

Total Current assets:
Total assets

LIABILITIES AND FUND BALANCES

Current iiabilities:
Warrants & checks outstanding
Accounts Payable
Total Current liabilities:

Fund balances:
Mon-spendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund
halances

SEE NOTES TO FINANCIAL STATEMENTS

City Of Alva
WOQODS COUNTY, OKLAHOMA

Combining Balance Sheet Summarized

Nonmajor Governmental Funds
For the Year Ended June 30, 2012

SCHEDULE C-1

Special Revenue Debt Service Capital Projects Total Governmental
Funds

$ 387,932 3 2,815 163 3 390,910
85,910 486,854 - 572,763

473,842 489,668 163 963,673

473,842 489 668 163 963,673

34,316 - - 34,316

2,303 - - 2,303

36,619 - - 36,619

103,769 489,668 163 593,600

178,889 178,889

154,565 154,565

437,223 489,668 163 927,054

3 473,842 % 489,668 183 $ 963,673
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City Of Alva
WOODS COUNTY, CKLAHOMA

Combining Statement of Revenues, Expenditures and Changes in Fund Balance Summarized

REVENUES

Taxes

Charges for services
Interest earned
Intergovernmental revenue
Miscellaneous

Grant proceeds

Refunds
Total revenues

EXPENDITURES

Current:

Cuiture & Recreation
General Government
Highways & Streets
Public safety
Debt service:
Interest
Principal Retirement
Capitai outlay;
Capital outtay
Total expenditures
Excess (deficiency) of
revenues over
expenditures

OTHER FINANCING
SOURCES (USES)
Operating transfers out
Operating transfers in

Total other financing sources
and uses

Net Change in fund
halances

Fund balances - beginning

Fund balances -- ending

SEE NOTES TO FINANCIAL STATEMENTS

Nonmajor Governmental Funds
For the Year Ended June 30, 2012

Special Revenue Debt Service Capital Projects Total Nonmajor

Governmental

Funds

$ 194,725 % - % - % 194,725
40,096 - - 40,096
2,549 47 - 2,505
27,070 - - 27.070
16,033 - - 16,033
44,771 - - 44 771
325,244 47 - 325,291
128,213 - - 129,213
54,000 - - 54,000
72,914 - - 72,914
9,151 - - 9,151

- 107,655 - 107 655

- 161,250 13,656 174,906

1,026 - - 1,026
266,304 268,905 13,656 548,865
58,940 (268,859) (13,656) (223,575)
(4,543) (16) - (4,559)
- 275,778 13,668 289,446
{4,543) 275,761 13,668 284,886
54,397 6,904 12 81,313
382,825 482,765 151 865,741
$ 437,222  § 489,669 $ 163 % 927,054

SCHEDULE C-4
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City Of Alva
WOODS COUNTY, OKLAHOMA

Combining Statement of Revenues, Expenditures and Changes in Fund Balance Summarized

REVENUES
Interest earned
Grant Proceeds

Total revenues
EXPENDITURES

Current;

Capital Outlay

Debt service:
Interest

Principai Retirement
Total expenditures
Excess (deficiency) of
revenues over
expenditures

OTHER FINANCING
SOURCES (USES)

Operating transfers out
Operating transfers in
Total other financing sources

and uses

Met Change in fund

bafances

Fund balances -- beginning

Fund balances -- ending

SEE NOTES TO FINANCIAL STATEMENTS

Nonmajor Debt Service Funds
For the Year Ended June 30, 2012

SCHEDULE C-6

2005 Bond 2005 Bond 8141 CDBG-97 Total Nonmajor
Reserve Fund Principle/ Governmental
Interest Funds
$ 16 6 3 25 47
16 8 25 47
- 107,655 - 107,655
- 155,000 6,250 161,250
- 262,655 6,250 268,905
16 (262,649) (6,225) (268,858)
16 - - 16
- 269,526 6,252 275,778
16 269,528 6,252 275,794
- 6,877 27 6,904
269,559 210,418 2,788 482,764
$ 269,559 217,295 % 2,815 489,668
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City Of Alva SCHEDULE D-2
WOODS COUNTY, OKLAHOMA
Combining Statement of Changes in Fiduciary Net Assets

Private Purpose Trust Funds
For the Year Ended June 30, 2012

METER AEDA ECO AEDA Total Private
DERPOSIT DEVELOPMENT SCHOLARSHIP Purpose Trust
FUND Funds
ADDITIONS
Contributions;
Charges for services $ - % 195,983 $ - 3 195,983
Interest earned 1,022 2,409 - 3,431
Misceltaneous - 121,800 - 121,800
Operating transfers in - 497,855 497,855 995,710
Refunds - - - -
Total Contributions 1,022 818,047 497,855 1,316,924
Investment earnings:
Interest earned - - 2,167 2,187
Fotal investment earnings - - 2,167 2,167
Total additions 1,022 818,047 500,022 1,316,091
DEDUCTIONS
Scholarships paid - - 427,532 427,532
Culture & recreaticn - 349,193 - 349,193
Debt service-Principal - 180,585 - 180,585
Debt service-Interest - - - -
Operating transfers out - - ’ - -
Total deductions - 529,778 427 532 957,310
Change in Net 1,022 288,270 72,490 361,781
Net Assets-- beginning of the year 66,977 138,539 151,468 356,084
Net Assels -- end of the year 67,998 426,809 223,958 718,766

SEE NOTES TC FINANCIAL STATEMENTS



City Of Alva SCHEDULE D-3
Woods County, Oklahoma
Combining Statement of Fiduciary Net Assets
Agency Funds
For the Year Ended June 30, 2012

Municipal Court Revolving Fund Total Agency
Fund Fungs
ASSETS '
Cash and Cash Equivalents $ 22,897 § 44,052 $ 66,549
Investments - - -
Unailocated - - -
Receivables - -
Total assets 22,897 44,052 66,949
LIABILITIES
Warrants & checks outstanding 3 - 3
Due to other funds - - - -
Customer deposits - .- -
Representative clients payments 1,335 1,335
Total Liabilities 3 1,335 1,338
NET ASSETS
Held in trust $ 22,894 § 42,717 65,611

SEE NOTES TO FINANCIAL STATEMENTS



City Of Alva
Woods County, Oklahoma
Combining Statement of Changes in Fiduciary Net Assets
Agency Funds
For the Year Ended June 30, 2012

Municipal Court Fund Revolving Fund

Total Agency

Funds
ADDITIONS
Contributions;
Charges for services $ 335156 % - % 33,515
Interest eamed - - .
Miscellaneous - - .
Operating fransfers in - 590,821 590,821
Total Contributions 33,515 590,821 624,336
Investment earnings:
Interest earned 50 - 50
Less invesiment expense - - -
Net Investment Earnings 50 - 50
Total additions 33,565 339,231 372,796
DEDUCTIONS
Gulture & recreation - - -
Debt service-Interest - - .
Schotarships paid - - .
Unallocated 29,207 591,595 620,801
Total deductions 29,207 591,595 620,801
Changes in Net Assets 4,358 {(774) 3,584
Net Assets-- beginning of the year 18,535 43,491 62,027
Net Assets — end of the year $ 22894 § 42,717 $ 85,611

SEE NOTES TO FINANCIAL STATEMENTS

SCHEDULE D-4



CITY OF ALVA
WOCDS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES FOR OTHER SUPPLEMENTARY INFORMATION

The other supplemental schedules of the City of Alva, Woods County, Oklahoma have been prepared on a
statutory basis of accounting. Accordingly, the accompanying financial statements are not intended to
present financial position and results of operations in conformity with generally accepted accounting
principles.  The accounting and reporting relating to the funds included in the combined financial
statements demonstrates conformily with a medified cash basis of accounting, which is a comprehensive
basis of accounting other than generally accepted accounting principies. The following is a summary of the
more significant accounting policies:

A. Fund Accounting

The Schedules use funds and account groups to present the City's financial position and the results of its
operations. Fund accouniing is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain city functions or activities.

A fund is a separate accounting entity with a self-balancing set of accounts. An account group, on the
other hand, is a financial reporting device designed to provide accountabiity for certain assets and liabilities
that are not recorded in the funds because they do not directly affect net expendable available financial

resQurces.

Funds are classified into three categories; governmental, proprietary and fiduciary. Each category, in turn,
is divided into separate "fund types".

The following funds are utilized by the City of Alva.
Governmentat Fund Types - Fiduciary Fund Types -
General Fund Trust and Agency Fund
Speciat Revenue Funds
Capital Project Fund
Debt Service Fund

Governmental Fund Types

Governmental funds are used to account for all or most of a government's general activities, including the
collection and disbursement of earmarked monies (special revenue funds), the acquisition or construction
of general fixed assets (capital projects funds), and the servicing of general long-term debt (debt service

funds).

General Fixed Asset Account Group - This account group is used to account for property, plant and
eguipment of the City. Land, buildings, nonstructural improvements, and all other physical assets in all
funds are considered expenditures in the year of acquisition and are not recorded as assets for financial
statements purposes. The City does not present the General Fixed Asset Account Group.

PAGE 21



CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

NOTES FOR OTHER SUPPLEMENTARY INFORMATION

A. Fund Accounting (continued)

Memorandum Only - Total Column

The total column on the general purpose financial statements is captioned "memorandum only" {o indicate
that it is presented only to facilitate financial analysis. Data in this column does not present financial
position, resuits of operations or cash flows in conformity with generally accepted accounting principles.
Neither is such data comparable to a consolidation. Inter-fund eliminations have not been made in the
aggregation of this data.

B. Basis of Presentation

Basis of accounting refers fo when revenues and expenditures are recegnized in the accounts and reported
in the financial statements. Basis of accounting relates to the timing of the measurements made,
regardliess of the measurement focus applied.

All governmental and expendable frust funds are accounted for using the statutory basis of accounting.
Revenues, except for certain grant revenues, are recognized when they are received rather than earned.
Under the Statutory basis of accounting, expenditures are generally recognized when encumbered/
reserved rather than at the time the related fund liability is incurred. Fiduciary type funds are accounted for
using the cash basis of accounting. These practices differ from generally accepted accounting principles.

C. Encumbrances

Encumbrances represent commitments related to unperformed contracts for goods or services.
Encumbrance accounting--under which purchase orders and other commitments of resources are recorded
as expenditures of the applicable fund--is utilized in all governmental funds of the City. Appropriations not
used or encumbered lapse at the end of the year.

D. Assets, Liabilities and Fund Equity

Cash and Cash Equivalents - The City considers all cash on hand, demand deposits and highly liquid
investments, with an original maturity of three months or less when purchased, to be cash and cash

equivalents.

Investments - Investments consist of certificates of deposits issued by banks with maturities greater than
three months when purchased. All investments are recorded at cost, which approximates market value.

inventories - The value of consumabie inventories at June 30, 2012 are not presented in accordance with
the statutory basis of accounting.

Fixed Assets and Property, Plant and Equipment - The General Fixed Asset Account Group is not

presented.
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Chas. W. Carroll, P.A.

Enid, Oklalioma 73701
Phone 580-234-3468
Fax 580-234-5425

The Broadway Tower — Suite 805
14 k. Broadway

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

The Honorable Mayor and City Council
City of Alva
Woods County, Oklahoma

I have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of the City of Alva, Woods County, Oklahoma, as of and for the year ended
June 30, 2012, which collectively comprise the City's basic financial statements and have issued my
unqualified report thereon dated April 30, 2013, wherein | qualified my report because the financial
statements do not include financial data for all the City's legally separate component units. | conducted my
audit in accordance with auditing standards generally accepted in the United States of America and the
standards appiicable to financial audits contained in Government Auditing Standards, issued by the
Compftroller General of the United States.

Internal Control Over Financial Reporting

Management of the City is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing my audit, | considered the City’s internal controf 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 City's internal control over financial reporting. Accordingly, | do not express an opinion on the
effectiveness of the District's internal controf over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not afiow 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 deficiency, or a combination of deficiencies, in
internal control such that there reasonable possibility that a material misstatement of the City’s financial
statements will not be prevented, or detected and corrected on a timely basis.

My consideration of internal conirot 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 the internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. 1 did not
identify any deficiencies in internal control over financial reporting that | consider to be material
weaknesses, as defined above.

Compliance and Other Matters

Ag part of obtaining reasonable assurance about whether the City's financial statements are free of material
misstatement, | performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, groviding an opinion on compliance with those
provisions was not an objective of my audit and, accordingly, | do not express such an opinion. The resulis
of my tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.
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internal Control/Compliance Report
City of Alva
Page Two

I noted certain matters that | reported to management of the City in a separate letter titled Schedule of
Other Matters as item B-I.

This report is intended solely for the information and use of the City Council, management, federal
awarding agencies and pass-through entities and should not be used by anyone other than these specified

parties.
Sincerely,

////?/ Y ¥ 4

Chas. W. Carroll, P.A
April 30, 2013
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CITY OF ALVA
WOODS COUNTY - CKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

SCHEDULE OF FINDINGS
JUNE 30, 2012

Section 1 — Summary of Auditor’'s Results

A) No reportable conditions, either material or immaterial, were noted or brought to my attention during
2011-12 fiscal year.
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CITY OF ALVA
WOODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

DISPOSITION OF PRIOR YEAR FINDINGS
JUNE 30, 2012

11-01 Safeguard of Funds

Finding: Municipal funds were giffed to a foundation which was not established as part of the City.

Criteria: A goed system of internal control provides for a proper segregation of duties for approval,
authorization, control distribution and reconciliation of fund.

Cause/Effect: Due to the funds being invested in an institution other than the City’s depositories, an
investment was liquidated and transferred to a private foundation.

Recommendation: The board should address investing and depository policies to insure proper safeguard
of all securities and contact legal counsel concerning any necessary actions required.

All municipal funds were secured by the City during the current fiscal year.
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CITY OF ALVA
WOODS COUNTY - QKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

SCHEDULE OF OTHER MATTERS

Specific Administrative Controls

Internal Control

B-1 Purchasing Procedures

The expenditures and purchasing procedures tested for the City during my examination did not, in some
instances, have a purchase order dated prior to the purchase date.

The policies and procedures established by the City and Oklahoma Statutes states that the purchasing
agent approves requisitions. Upon approval the encumbrance clerk is to verify appropriation accounts for
adequate balances and prepare the purchase orderfencumbrance. A copy of the purchase
order/encumbrance may be used as the authority to compiete the purchasing process.
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CITY OF ALVA
WOQODS COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

SCHEDULE OF OTHER MATTERS - PRIOR YEAR

All other matfers of the prior year have since been resolved unless they are presented in the current year
Schedule of Other Matters followed by "A similar exception was presented in the previous years audit
report".
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