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Clothier & Company CPA’s P.C. Muskogee, Oklahoma 74402
cccpa@yahoo.com 918-687-0189 FAX 918-687-3594

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
City of Muskogee Foundation, Inc.
Muskogee, Oklahoma

Report on Financial Statements

We have audited the accompanying financial statements of the City of Muskogee Foundation,
Inc. (a nonprofit organization) which comprise the statement of financial position as of June
30, 2014, and the related statements of activities and cash flows for the year then ended, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the



circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the City of Muskogee Foundation, Inc. as of June 30, 2014,
and the changes in its net assets and cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Clothier & Company CPA’s
November 6, 2014



Current Assets

C ashand cashequ ivalents $ 35,419

Interestreceivable 14,625

C u rrentportion loan receivable 1,011,443

Total Current Assets 1,061,48 7

Fixed Assets

Fu rnitu re and equ ipment 2,036

A ccu mu lated d epreciation (7 12)

Total Fixed Assets 1,324

Other Assets

Investments 136,517 ,628

L oan receivable-L T 40 8 ,7 7 6

Total Other Assets 136,926,404

Total Assets $ 137 ,98 9,215

Current Liabilities

A ccou nts payable $ 40,601

Grants payable-cu rrent 5,165,7 65

Total Current Liabilities 5,206,366

Long Term Liabilities

Grants payable-longterm 12,229,8 17

Total Long Term Liabilities 12,229,8 17

Net Assets

Temporarilyrestricted 0
P ermanentlyrestricted 0

Unrestricted 111,8 69,144

Increase (D ecrease)in N etA ssets 8 ,68 3,8 8 8

Total Net Assets 120,553,032

Total Liabilities and Net Assets $ 137 ,98 9,215

LIABILITIES AND NET ASSETS

ASSETS

City of Muskogee Foundation
Statement of Financial Position

June 30, 2014

See accompanyingfootnotes and ind epend entau d itors'report.
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UNRESTRICTED NET ASSETS
Revenues and Gains

InvestmentInterest $ 2,434,08 7

InvestmentUnrealized Gains (1,294,58 6)

InvestmentRealized Gains 16,7 8 6,7 8 1

Total Revenues 17 ,926,28 2

Program Expenses

GrantExpense 8 ,7 61,57 4

Total Program Expenses 8 ,7 61,57 4

Administrative Expenses

P rintingand copying 1,410

B u siness registration fees 0

A ccou ntingfees 5,000

B ankfees 7 10

M anagementfees 398 ,302

L egalfees 1,020

O u tsid e contractservices 69,023

Insu rance expense 4,948

Traveland meetings 0

D epreciation expense 40 7

Total Administrative Expenses 48 0,8 20

Total Expenses 9,242,394

Increase (Decrease) in Net Assets

TemporarilyRestricted 0

P ermanentlyRestricted 0

Unrestricted 8 ,68 3,8 8 8

Beginning Net Assets 111,8 69,144

Ending Net Assets $ 120,553,032

City of Muskogee Foundation
Statement of Activities

June 30, 2014

See accompanyingfootnotes and ind epend entau d itors'report.
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Cash Flows From Operating Activities:

Increase (D ecrease)in N etA ssets $8 ,68 3,8 8 8

A d ju stments to reconcile increase in netassets to net

cashprovid ed by operatingactivities:

D epreciation and amortization 407

D ecrease/(Increase)in:

Receivables (446,536)

(D ecrease)/Increase in:

A ccou nts P ayable (3,8 01)

Grants P ayable 3,068 ,668

Net Cash Provided/(Used) by Operating Activities 11,302,626

Cash Flows From Investing Activities:

B ancFirstInvestments (11,564,625)

P u rchase of fixed assets 0

Net Cash Provided/(Used) by Investing Activities (11,564,625)

Net Increase/(Decrease) in Cash and Cash Equivalents (261,999)

Cash and Cash Equivalents June 30, 2013 297 ,418

Cash and Cash Equivalents June 30, 2014 $35,419

Interestexpense $0

City of Muskogee Foundation

Statement of Cash Flows

June 30, 2014

See accompanyingfootnotes and ind epend entau d itors'report.
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NOTES TO FINANCIAL STATEMENTS

For the Year Ending June 30, 2014

1. SIGNIFICANT ACCOUNTING POLICIES

The City of Muskogee Foundation (the Foundation) was established as a result of the long term lease of

the Muskogee Regional Medical Center (MRMC) operations. MRMC is a public trust under Oklahoma

law. The City of Muskogee is the sole beneficiary of this Trust. The Foundation was charged with the

management of the funds on behalf of the City of Muskogee. The Foundation’s mission is to utilize the

earnings from its corpus to work cooperatively with the City of Muskogee to develop, support, promote

and improve programs relating to education, arts, culture, community revitalization and beautification,

social services, health care, economic development, infrastructure, housing and recreation for the City of

Muskogee.

The City of Muskogee is the sole member of the Foundation. As the sole member, it appoints the Board

of Directors. The City Council (the City’s governing body) appoints 11 of the 13 members of the Board

of Directors of the Foundation. The remaining two members serve by virtue of their positions with the

city as Mayor and City Manager. Two of the 11 members of the Board appointed by the City Council

must be members of the City Council.

Income Taxes

The Foundation was incorporated in the state of Oklahoma on June 24, 2008. Subsequent to

incorporation, the Foundation applied for and received tax exempt status under Internal Revenue Service

Code Section 501(c)(3). Accordingly, no provision for federal or state income taxes has been made.

The Organization’s Forms 990, Return of Organization Exempt from Income Tax, for the years ending
2012, 2013 and 2014 are subject to examination by the IRS, generally for three years after they were filed.

Basis of Accounting

The Foundation maintains its books on the accrual basis of accounting, which is in accordance with

Generally Accepted Accounting Principles. Under this basis of accounting, revenues are recognized

when earned and expenses are recognized when incurred.

Financial Statement Presentation

The Foundation prepares its financial statements in accordance with FASB ASC 958-205-55, Not-for-

Profit Entities-Presentation of Financial Statements-Implementation Guidance and Illustrations. Under

FASB ASC 958-205-55, the Foundation is required to report information regarding its financial position

and activities according to three classes of net assets: unrestricted net assets, temporarily restricted net

assets, and permanently restricted net assets based on the existence of absence of donor-imposed



CITY OF MUSKOGEE FOUNDATION, INC.

7

restrictions. Accordingly, net assets of the Foundation and changes therein are required to be classified

and reported as follows:

Unrestricted net assets – Net assets that are not subjected to donor-imposed stipulations.

Temporarily restricted net assets – Net assets subjected to donor-imposed stipulations that may or will be

met, either by actions of the organization and/or passage of time. When a restriction expires, temporarily

restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as

net assets released from restrictions.

Permanently restricted net assets – Net assets subjected to donor-imposed stipulations that they be

maintained permanently by the organization. Generally, the donors of these assets permit the non-profit

entity to use all or part of the income earned on any related investments for general or specific purposes.

In addition, under the provisions of FASB ASC 230, the organization is required to present a statement of

cash flows.

2. MARKETABLE SECURITIES

The Foundation has adopted FASB ASC 985-230, Not-for-Profit Entities-Investments-Debt and Equity

Securities that requires investments in equity securities with readily determinable fair values and all

investments in debt securities to be initially recorded at (a) acquisition cost (net of brokerage and other

transaction fees) if purchased, or (b) fair value if received by contribution or by agency transaction.

Thereafter, these investments should be reported in the statement of financial position at fair value, and

realized and unrealized gains and losses should be reported in the statement of activities.

3. MANAGEMENT AGREEMENT

The Foundation has entered into a management agreement with the Communities Foundation of

Oklahoma, (CFO) an Oklahoma nonprofit corporation, to conduct and oversee the day-to-day operations

of the Foundation as well as investment management of funds received. Under the terms of the

agreement, CFO receives a monthly fee equal to 1/12th of 0.3% times the aggregate market value of the

assets of the Foundation as of the last day of each calendar month.

4. INVESTMENTS

The Foundation’s investments are composed of stocks, bonds and mutual funds and are carried at fair

value. The Foundation uses the Market approach to determine the fair value of its assets. Using this

approach, the Foundation measures the fair value of its investments at Level 1 due to the fact they have

quoted prices in active markets for identical assets. These are considered cash equivalents as they are not

donor restricted. The investments are overseen by investment managers. The managers are provided with
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the investment policy adopted by the Board of Directors and directed to follow that policy. Additionally,

the Foundation maintains an investment committee that provides oversight with regard to the investments.

“Growth and Income” is the Foundation’s overall investment objective. The intent of the objective is to

provide both current income and future growth to accommodate the Foundation’s spending policy plus

normal inflation, thereby preserving the constant dollar value and purchasing power of the Foundation for

future generations.

Investment performance will be reviewed over a five-year time horizon or market cycle, using the most

appropriate benchmarks for the types of investments held. The goal of each asset class is to achieve the

total return of its benchmark while maintaining a risk level similar to, or less than, that of the benchmark.

The overall goal for the Foundation is to achieve a real rate of return after inflation that is equal to the

spending rate identified in the spending policy.

The Board expects the Foundation’s asset allocation policy to reflect and be consistent with the

investment objectives and risk tolerance expressed throughout the Investment Policy. The following

guidelines will be used by the Investment Committee in determining the allocation of the Foundation’s

assets:

 Fixed Income – The fixed income equity component, including cash and equivalents, shall

normally constitute 35% to 55% of total fund assets.

 Equities – The equity component of the portfolio shall normally constitute 45% to 65% of the

total fund assets.

Fair Value at Fair Value at

6/30/2014 6/30/2013

Cash and Cash
Equivalents $2,418,345 $1,713,097

Fixed Income $57,546,422 $53,100,250

Equities $76,552,861 $70,139,656

Total Investments $136,517,628 $124,953,003

5. GRANT INFORMATION

During the fiscal year ending June 30, 2014 the Foundation approved 47 grants to 36 local applicants and

the City of Muskogee totaling $7,316,021 and wrote off $142,362 in previously approved grants.

6. CASH AND CASH EQUIVALENTS

The investments of the Foundation are carried at their fair values. Under this accounting principle,

investments are initially recorded at cost. For reporting purposes, the investments are adjusted to their fair
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value as determined as of the date of the financial statement presentation, and the difference between cost

and fair value is recorded as unrealized gains and losses. For purposes of preparing the statement of cash

flows, the Foundation considers all cash and other highly liquid investments with initial maturities of

three months or less to be cash equivalents. Investments with maturities outside of three months are

considered either short term or long term investments.

The balance in the checking account at June 30, 2014 was all covered by FDIC.

7. ESTIMATES

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

requires management to make estimates and assumptions that affect certain reported amounts and

disclosures. Accordingly, actual results could differ from those estimates.

8. LOAN RECEIVABLE

On April 26, 2010 the Foundation loaned $1,200,000 to the City of Muskogee to construct Port Place

Road Phase III. The loan is to be paid in 10 semi-annual payments of $126,689.49 due June 1 and

December 1 each year, with the final payment on December 1, 2014. The interest rate is 2%. The City of

Muskogee will repay this loan with Sales Tax Ordinance 3812-A (0.18% sales tax to provide revenue for

financing and implementing capital improvement projects of the City). The balance as of June 30, 2014

was $114,904.

On March 2, 2012 the Foundation entered into a lease purchase agreement with Independent School

District No. 20 of Muskogee County (Muskogee Public Schools) in the amount of $600,000 for the

acquisition and/or installation of equipment from Field Turf USA, Inc. The lease is payable in annual

payments of $72,996.18 for the first payment on June 15, 2013 and $87,595.41 for the next five payments

and a final payment of $187,717.69 on June 15, 2019. The interest rate is 3.95%. The balance as of June

30, 2014 was $478,719.

On February 25, 2013 the Foundation agreed to loan the Muskogee Redevelopment Authority up to $1.1

million dollars to purchase property located near the intersection of State Highway 69 and Shawnee

Bypass. On September 16, 2013 the Authority purchased the real property for $826,596. Payments of

interest in the amount of $27,500 (2.5%) will be made annually for five years beginning February 25,

2014 and ending February 28, 2018 at which time the principal of $826,596 is due for payment in full of

the note obligation. The loan was paid in full on July 1, 2014.

The current maturities below shows the payoff of the loan in 2015 instead of in 2018 as originally agreed

upon.
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The current maturities are as follows:

2015 $1,011,443

2016 72,757

2017 75,683

2018 78,727

2019 181,609

Thereafter 0

Total 1,420,219

Current portion loan receivables (1,011,443)

Loan receivables $408,776

9. RELATED PARTY TRANSACTIONS

During the fiscal year ending June 30, 2014 the Foundation had the following related party transactions:

 Received from the City of Muskogee interest income of $77,365

 Paid the City of Muskogee $3,016,324 in grant monies

 Awarded the City of Muskogee $3,816,189 in grants.

10. SUBSEQUENT EVENTS

Subsequent events have been considered through the date of the Independent Auditors’ Report, November

6, 2014, which is the date the financial statements were issued.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To th e Board of Dire ctorsof
City of Muskoge e Foundation, Inc.

W e h ave audite d, in accordance with th e auditing standardsge ne rally acce p te d in th e Unite d State sof
Am e rica and standardsap p licab le to financialauditscontaine d in Government Auditing Standards issue d
b y th e Com p trolle r Ge ne ral of th e Unite d State s, th e financial state m e ntsof th e City of Muskoge e
Foundation, Inc. (a nonp rofit organization) wh ich com p rise th e state m e nt of financialp osition asof June
30, 2014, and th e re late d state m e ntsof activitie s, and cash flowsfor th e ye ar th e n e nde d, and th e re late d
note sto th e financialstate m e nts, and h ave issue d our re p ort th e re on date d Nove m b e r6, 2014.

Internal Control Over Financial Reporting

In p lanning and p e rform ing our audit of th e financialstate m e nts, we conside re d th e Foundation’sinte rnal
controlove r financialre p orting (inte rnalcontrol) to de te rm ine th e audit p roce dure sth at are ap p rop riate in
th e circum stance sfor th e p urp ose of e x p re ssing our op inion on th e financial state m e nt, b ut not for th e
p urp ose of e x p re ssing an op inion on th e e ffe ctive ne ssof th e Foundation’sinte rnalcontrol. Accordingly,
we do not e x p re ssan op inion on th e e ffe ctive ne ssof th e Foundation’sinte rnalcontrol.

A deficiency in internal controls e x istswh e n th e de sign or op e ration of a control doe snot allow
m anage m e nt or e m p loye e s, in th e norm al course of p e rform ing th e ir assigne d functions, to p re ve nt or
de te ct and corre ct m isstate m e ntson a tim e ly b asis. A material weakness isa de ficie ncy, or com b ination
of de ficie ncie s, in inte rnalcontrolsuch th at th e re isa re asonab le p ossib ility th at a m ate rialm isstate m e nt
of th e e ntity’sfinancialstate m e ntswillnot b e p re ve nte d, or de te cte d and corre cte d on a tim e ly b asis. A
significant deficiency isa de ficie ncy, or a com b ination of de ficie ncie s, in inte rnal control th at isle ss
se ve re th at a m ate rial we akne ss, ye t im p ortant e nough to m e rit atte ntion b y th ose ch arge d with
gove rnance .

Our conside ration of th e inte rnal control wasfor th e lim ite d p urp ose de scrib e d in th e first p aragrap h of
th isse ction and wasnot de signe d to ide ntify all de ficie ncie sin th e inte rnal control th at m igh t b e or
m ate rial we akne sse sor significant de ficie ncie s. Give n th e se lim itations, during our audit we did not
ide ntify any de ficie ncie sin inte rnal control th at we conside r to b e m ate rial we akne sse s. Howe ve r,
m ate rialwe akne sse sm ay e x ist th at h ave not b e e n ide ntifie d.



Compliance and Other Matters

Asp art of ob taining re asonab le assurance ab out wh e th e r th e Foundation’sfinancialstate m e ntsare fre e of
m ate rialm isstate m e nt, we p e rform e d te stsof itscom p liance with ce rtain p rovisionsof laws, re gulations,
contracts, and grantsagre e m e nts, noncom p liance with wh ich could h ave a dire ct and m ate rial e ffe ct on
th e de te rm ination of th e financialstate m e nt am ounts. Howe ve r, p roviding an op inion on com p liance with
th ose p rovisionswasnot an ob je ctive of our audit, and accordingly, we do not e x p re sssuch an op inion.
Th e re sultsof our te stsdisclose d no instance sof noncom p liance or oth e r m atte rsth at are re quire d to b e
re p orte d unde r Government Auditing Standards.

Purpose of this Report

Th isp urp ose of th isre p ort issole ly to de scrib e th e scop e of our te sting of inte rnalcontroland com p liance
and th e re sultsof th at te sting, and not to p rovide an op inion on th e e ffe ctive ne ssof th e organization’s
inte rnalcontrolor on com p liance . Th isre p ort isan inte gralp art of an audit p re form e d in accordance with
Government Auditing Standards in conside ring th e organization’sinte rnal control and com p liance .
Accordingly, th iscom m unication isnot suitab le forany oth e r p urp ose .

Cloth ie r& Com p any CPA’s
Nove m b e r 6, 2014


