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B27 Wept Locupt Street
STILWELL, OK. 74960
{918) 696-6298

INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and City Couneil
City of Stilwell, Oklahoma

We have audited the accompanying financial statements of the govermnental activifics, cach
major fund, and the aggregate remaining fund information of the City of Stilwell, 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. Qur responsibility is to express opinions on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepied in the United
States of America and the standards applicable to financial audils 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 includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by the
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the City prepares its financial statements on the modified cash basis,
which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America.

The financial statements do not include financial data of the City’s legally separate component
units. Accounting principles generally accepted in the United States of America require the
financial data for these component units to 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 the financial data for its 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, the assets, liabilities, net assets, revenues, and expenses of the
aggregate discretely presented component units are not presented. The amounts not presented are
not reasonably determinable but are considered material.

In our opinion, because of the omission of the discretely presented component units, 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 units of the City of Stilwell, Oklahoma, as of
June 30, 2012, or the changes in its financial position thereof for the year then ended.



Further, in our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position-modified cash basis of the governmental activities,
cach major fund, and the aggregate remaining fund information for the City as of June 30, 2012
and the respective changes in financial position-modified cash basis thereof for the year then
ended in conformity with the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued a report dated
November 14, 2012, on our consideration of the City’s internal control over finaneial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Govermment Auditing Standards and
should be considered in assessing the results of our audit,

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s financial statements as a whole. The management’s discussion
and analysis and budgetary comparison information on pages 7 through 13 and page 37 arc
presented for purposes of additional analysis and are not a required part of the financial
statements. Such infornation has not been subjected to the auditing procedures applied in the
audit of the basic financial statenients, and accordingly, we do not express an opinion or provide
any assurance on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s financial statements as a whole. The combining nonmajor
governmental funds schedules—modified cash basis are presented for purposes of additional
analysis and are not a required part of the financial statements. The accompanying schedule of
expenditures of federal and state awards is presented for purposes of additional analysis and is
also not a required part of the financial statements. The combining nonmajor governmental funds
schedules—modified cash basis, schedule of expenditures of federal and state awards are the
responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States. In our opinion, the information is fairly stated
in all material respects in relation to the financial statements as a whole.

ic reen

Certified Public Accountant
Stilwell, Ok

November 14, 2012



CITY OF STILWELL, OKLLAHOMA
Managemeni’s Discussion and Analysis
As of and for the Year Ended June 30, 2012

The management of the City of Stilwell is pleased to provide this annual financial report to its citizens,
taxpayers and other report users (o demonstrate its accountability and communicate the City's financial
condition and activities as of and for the fiscal year ended June 30, 2012, Management of the City 1
responsible for the fair presentation of this annual report, for maintaining appropriate internal controls
over financial reporting, and for complying with applicable laws, regulations, and provisions of grants
and contracts. The City reports its financial statements and schedules on a moditied cash basis which is a
comprehensive basis of accounting other than gencerally accepted accounting principles.  All of the
financial analyses in this report must be considered within the context of the limitations of the modified
cash basis of accounting.

About the City

The City of Stilwell is an aldermanic form of government with a population of approximately 3,949
located in Adair County in eastern Oklahoma. The City is governed by a five-member Board and operates
under state law and City ordinances through the three branches of democratic government:

¢ Legislative ~ the City Board is a {ive-member governing body elected by the citizens al large
¢ [Bxecutive ~ the City Mayor is the Chief Exccutive Officer and is elected for a four year term
¢ Judicial — the Municipal Judge is a practicing attorney appointed by the City Board

The City provides typical municipal services such as public safety, street and alley maintenance, parks
and recreation, and community development.

The City’s Financial Reporting Entity

This annual report includes ali activities for which the City of Stifwell Council is fiscally responsible.
These activities, defined as the City’s financial reporting entity, make up the primary government,

The City’s financial reporting entity includes the primary government (City of Stilwell), and the Stilwell
Improvement Authority, a blended component unit that operates to provide financing and capital for the
benefit of the city, and excludes the Stilwell Area Development Authority, a discretely presented
component unit that operates the electric, water, and sewer systems leased from the city. The reporting
entity for financial reporting purposes is as follows:

s The City of Stilwell — that operates the public safety, health and welfare, streets and highways,
parks and recreation, economic and community development, and administrative activities.

s  The Stilweli Improvement Authority — a public trust that operates to provide financing and
capital for the City. This authority is a governmental-type fund.

FINANCIAL HIGHLIGHTS

. While the City’s total net assets decreased by $214,337, the assets of the City exceed its
liabilities at June 30, 2012, by $10,661,566 (net assets). Of this amount, $2,458,600
(unrestricted net assets) may be used to meet the government’s ongoing obligations to citizens
and creditors.



CIFY O STILWIEELL, OKLAHOMA
Managemeni’s Discussion and Analysis
As of and for the Year Knded June 30, 2012

" At June 30, 2012, the City’s povernmenlal funds reporied combined ending, fund balances of
$3,320,991, Of that amount, $2,333,322 is available Tor spending at the government’s diseretion
{unassigned fund balance) of the General Fund.

. At the end of fiscal year 2012, unassigned fund balance for the General Fund was 65.8% of
General Fund revenues.

OVERVIEW OF THE FINANCIAL STATEMENTS

Except for the exclusion of the Stilwell Area Development Authority, the financial statements presented
herein include all of the activitics of the City of Stilwell (the “City™). Included in this report are
government-wide statements for the governmental activities.

The government-wide financial statements present the complete financial picture of the City from the
cconomic resources measurement focus using the medified cash basis of accounting.  They present
governmental activities separately and combined. FFor govermmental activities, these statements tell how
these services were financed in the short term as well as what remains for future spending,  Fund
financial statements also report the City’s operations in more detail than the government-wide slatements
by providing information about the City’s most significant funds.

Reporting the City as a Whole
The Statement of Net Assets and Statement of Activities

One of the most important questions to ask about the City’s finances is, “Has the City’s overall financial
condition improved, declined or remained steady as a resull of the year’s activities?” The Statement of
Net Assets and the Statement of Activities report information about the City as a whole and about its
activities in a way that helps answer this question. You will need to consider other non-financial factors,
however, such as changes in the City’s sales tax base, the condition of the City’s roads, and quality of
service to assess the overall health of the City. You will also need 1o keep in mind that these government-
wide statements are prepared in accordance with the modified cash basis of accounting and include only
those City assets and liabilities resulting from cash transactions.

In the Statement of Net Assets and the Statement of Activities, we have the Governmenial activities in
which most of the City’s basic services are reported here, including the police, fire, administration, and
streets, Sales taxes, franchise fees, fines, and state and federal grants finance most of these activities.

Reporting the City’s Most Significant Funds - Fund Financial Statements

Fund Financial Statements

The fund financial statements provide detailed information about the City’s most significant (major)
funds -- not the City as a whole. Some funds are required to be established by State law and by debt
covenants. However, the City Council may also establish certain other funds to help it control and
manage money for particular purposes or to show that it is meeting legal responsibilities for using certain
taxes, grants, and other money.



CITY OF STILWELL, OKLATIOMA
Managemen('s Discussion and Analysis
As of and for the Year Ended June 30, 20102

Governmental fimds - All of the City’s basic services are reported in povernmental funds, which focus on
how money flows into and out of those funds and the balances left at year-end that are available for
spending, Governmental funds report their activities on a modilied cash basis of accounting and current
financial resources measurement focus that is different from other funds. For example, these funds report
the acquisition of capital assets and payments for debt principal as expenditures and not as changes to
asset and debt balances. The governmental fund statements provide a detailed short-term view of (he
City’s general government operations and the basic services it provides, Governmental fund information
helps you determine (through a review of changes 1o fund balance) whether there are more or fewer
financial resources that can be spent in the near fidure 1o finance the City’s programs, The differences of
results in the governmental fund financial statements to those in the government-wide financial
statements are explained in a reconciliation following cach governmental fund financial statement.

Notes to the Financial Statements

The notes provide additional information that is essential to gain understanding of the data provided in
the government-wide and fund financial statements. The Notes to the Basic Financial Statements can be
found on pages 21-36 of this repont.

Other Information

In addition to the basic {inancial statements and accompanying notes, this report also presents Budgetary
Comparison Schedules for the General Fund; combining financial statements for non-major
governmental funds; and federal and state award schedule.

THE CITY AS A WHOLE

For the year ended June 30, 2012, net assets for the governmental activities decreased $214,337. The
following is a summary comparison of the change in net assets {rom last year for the City of Stilwell.

NET ASSETS {(In Thousands)

Governmontal % inc.
Activities (Bee.)
2012 2011
Current assets $ 3,322 § 3345 -1%
Capital asscts, net 7,591 7,532 | %
Total assefs 10,913 10,877 0%
Current liabilitics 4 H 297%
Non-current liabiiities 247 - 100%
Total liabilities 254 | 23976%
Net assets
Invested in capital assets,
net of related delt 7,341 7,532 -3%
Restricted 8§62 2,781 -69%
Unrestricted 2,459 2,114 16%
Total net assets 810,662 $12,427 -14%




CITY OF STILWELL, OKLANOMA
Managemen(’s Discuassion and Analysis
As of and for the Year Ended June 30, 2012

Following is a summary comparison of change in net assets from the prior year for the City of Stilwell,

CHANGES IN NET ASSETS (In Thousands)

Governmental e Tnee,
Activities (Pee)
2012 2011

Revenues
Charges for service kY 742 5 752 -1 %
Operating grants and contributions 93 38 145%
Capital grants and contributions 257 229 10%
Taxes 2,419 2,305 2%
Intergovernmental revenie 209 181 5%
Investment income 19 K} =39%
M iscellaneous 368 319 3%

Total revenuces 4042 3,915 3%
Expenses
General government 556 553 | %
Public safety 2,165 2,128 2%
Streels 1,115 1,212 %
Culture, parks and recreation 133 627 -T9%
Sanitation 287 282 2%

Tetal expenses 4,250 4,802 -1 1%
Change in net assets (214) (887) -760%
Beginning net assets 10,876 11,763 -8%
Ending net assets § 10,662 $ 106,876 2%

10



CITY OF STILWELL, OKLAITOMA
Management's Discassion and Analysis
As of and for the Year Ended June 30, 2012

Governmental Activitics

The City’s governmental activities” decrease in net assels of $214,337 represents a 2% decrease in nel
assets. Expenditures decreased by $545,819, while revenues inereased $126,0661. This is mainly duc (o a
$500,000 decrease in professional service expenditures in the parks department. The increase in revenue
is primarily related to FEMA grant revenue of $43,164 and an increase of $81,511 in use tax revenue
recognized during the year,

Net Revenwe (Expense) of Governnesttal Aclivities
(In Thoeuwsands)

Net Hevenue

Total Kxpense Yo tne. {(Expense) Yo Inc,
of Services {(Deed of Services (Nec)

2012 2011 2012 2011
General government 5 550 b3 553 1%, {5502) {8405) 24%
Pulslic safety 2,165 2,128 2% {1,400} (1,551) ~10%
Streets LIS 1,212 -8% {1,081 (1,172 8%
Cultare, parks and recreation i33 627 7Y% (9%) (5T -8
Sanitation 287 282 2%, {80) (76} HEYA
Total 54,250 $4,802 1% (83,168) ($3,78%) -16%

A FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As the City completed its 2012 fiscal year, the govermmental funds reported a combined fund balance of
$3.3 million or a 0.7% decrease from the prior year.

Other fund highlights inclade:

¢ For the year ended June 30, 2012, the General Fund’s total fund balance increased by $232,216,
or 11 %.

General Fund Budgetary Highlights

For the year ended June 30, 2012, the General Fund reported actual budgetary basis revenues above final
estimates by $976,146 or a 34.6% positive variance. General Fund actual expenditures were under final
appropriations by $405,372 or a 11.1% positive variance. Revenue was above final estimates due o a
large increase in taxes and charges for services,

CAPITAL ASSETS & DEBT ADMINISTRATION

Capital Assets

At the end of June 30, 2012, the City had approximately $7.6 million invested in capital assets including
land, buildings, machinery and equipment, and park facilities. This represents a net increase of $58,473
from last year.

11



CITY OF STIEWELL, OKEANOMA
Management’s Discossion il Analysis
As of and for the Year Ended June 340, 2012

Below are details regarding the change in the City's capital assets for the year ended June 30, 2012,

‘The City of Stitwell’s Capital Assets
Capital Assets
{In Thousands)
{Net of accumulated depreciation)

Governmental
Activities
2012 2011
Land 3 583 $ 497
Buildings and Improvements 5,594 6,035
Machinery and Equipment 715 740
Consiruclion in progress 698 260
Totals, Net % 7,590 $ 7,532

This year’s more significant capital asset additions include the following:

e Police Building Project $496,672
e Armory Building Project $156,247
o Purchased fleet truck for Streel Department $15,000
» Purchased flect truck for Facilities Maintenance  $13,300
¢ Purchased fleet truck for Fire Department $20,500
* Purchased SUV for Administration Department  $22,000
e SCBA Fire Respirator Gear for Fire Department  $18,612
¢ Narrowband-Capable Radio Equipment $70,599
e Real estate/vacant land purchased $86,280
e Ambulance purchased for EMS Department $80,918
o Purchased a mower for the Street Department ¥ 6,500
s Purchased trackhoe for Street Department $31,575

Several of the purchases above were made by possible by State, Federal, and Private Foundation grants.
Please refer to the Schedule of Federal and State Awards for additional information.

! For more detailed information on capital asset activity please refer to page 28, Note 3. Capital Assets and Depreciation

12



CITY OF STILWELL, OKLAINOMA
Managemen's Discussion and Analysis
As of and for the Year Ended June M), 2012

Debt Administration

At year-end, the City had $250,000 in long-term debt outstanding issued during Y 12.°

Long-Term Debt
{In Thousands)

Total
Governmental Parcentago
Activitias Change
2012 2011
Notes payable % 250 % . 100%
Totals $ 250 &

ECONOMIC FACTORS AND NEXT YEAR’S ESTIMATES
The following information outlines significant known factors that will affect subsequent year finances:

*  During fiscal year 2012 the city received the National Guard Armory from the Oklahoma
Military Department. The land that the armory was constructed on was donated by the city 1o the
Oklahoma Military Department in 1957 with the stipulation that the property would revert {o the
city if the armory was closed. Renovations of that building were only partially complete at fune
30, 2012 at an approximate cost of $135,930,

* Also, a multi-year project to construct a new police department building broke ground during
fiscal year 2012 and was substantially completed at June 30, 2012 at a total cost of $776,000.00.
This cost includes the purchase of real estate, engineering & design work, and other activities
that transpired in years prior to 2012, The building was dedicated and opened in July 2012,

Contacting City Management

This report is designed to provide our citizens, taxpayers, customers and creditors with a general
overview of the City’s finances and to demonstrate the City’s accountability for the money it receives
and expends. If you have questions about this report or need additional financial information, contact the
City Clerk’s office at 503 West Division, Stilwell, Oklahoma 74960 or telephone at 918-696-8111,

? For more detaited information on long-term debt activity please refer to page 29, Note 4, Long-Term Debt,

13
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ANNUAL FINANCIAL REPORT
As of and for the Year Ended June 34, 2012




CITY OF STILWELIL, OKLATIOMA
ANNUAL FEINANCIAL REFPOR'Y
As of and for the Year Ended June 30, 2012

Statement of Net Assets (Moditied Cash Basis)- June 30, 2012

Governmental
Activities
ASSETS
Cash and cash equivalents $ 1,566,710
Investments 1,755,155

Capital Assets:
Land and construction in progress
Other capital assels, net of accumulated depreciation
Total Assets

1,281,153
6,300,422

10,912,440

LIABILITIES
Due to other governments 874
Long-term liabilities
Bue within one year 3,261
Due in more than one year 246,739
Total liabilities 250,874
NET ASSETS
Invested in capital assets, net of related debt 7,340,575
Resfricted for:
Streets 294,069
Cemetery 188,380
Capital improvements 344,988
Library 26,236
Depot operations 8,718
Unrestricted 2,458,600
Totai net assets 3 10,661,566
See accompanying notes 1o the basic financial statements,

15



CITY OF STILWELL, OKEAINOMA
ANNUAL FINANCIAL REPORT

As of and for the Year Ended June 3), 2012

Statement of Activities (Modificd Cash Basis)- Year Isnded June 30, 2012

Net (Exponse) Rovenua
and Changes in Nel

Program Roevenuo Assols
Onsrating. Capital Grants
Charges for Grants and and. Governmental
Functions/Programs Expenses Sorvices Contsibutions Contrlbutions Activities
Primary government
Governmental Activities
General Government 3 555,781 5 7,508 & 45,744 $ . $ {H02,43%)
Public Safely 2,164,860 518,042 13,002 234,279 (1.309.537)
Highways and streets 1,115,303 - 34,1143 - (1,081,190}
Sanitation 256,549 200,250 - - (B6,269)
Culture and Recreation 133,277 16,400 18,042 (98.835)
Total primary governmenl 4,265,770 742,320 42,869 262,321 (3,168,270)

General revenues:
Taxes:
Sales taxes
Use taxes

Franchise laxes and public service laxes

Intergoveramental revenue nol resiricted to specific programs

Unrestricted investment garnings

Miscellaneots

Payment from Development Authorily
Payment to Deveiopment Authorily

Total general revenues and transfers

Change in nel assets

Nel assels - beginning
Net assels - ending

See accompanying notes to the basic financial stalements.
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$ 2,119,164
207,933

91,774

209,357

16,945

81,663

247,968

{22,961}

29563933

(214, 337)
10,875,903

$ 10,661,566




CITY OF STH WELL, OKLAHOMA
ANNUAL FINANCIAL REPORT
As of and for the Year Ended June 30, 2012
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CITY OF STILWELL, OKLANTOMA
ANNUAL FINANCIAL REPORT
As of and Tor the Year Ended June 30, 2012

Governmental Funds Balance Sheet (Modified Cash Basis) — June 30, 2012

ASSETS

Cash and ¢ash equivalenis

Investment

S

Due from other funds

LIABILITIES AND FUND BALANCES

Liabilities:

Due to other governments

Total assels

Due to other funds

Total liabiliies

Fund balances:
Resiricled

Assigned

Unassigned

Total fund baiances
Total liabitittes and fund balances

Capltal. Qthor Fotal,
improvemeont Governmental Govornmental
General Fund Fund Funds Funds
$ 833,773 4 368,584 $ 37448 & 1,666,710
1,600,423 - 254,732 1,755,155
- - 200000 200,000
2,334,196 358,589 829,080 34521 865
874 - - 874
- 200,000 200,000
874 200,000 200,874
- 344,968 776,760 1,121,748
- 13.601 6,328 19,829
2,333,322 - (154,008) 2,179,314
2,333,322 358,589 629,080 3,320,991
$ 2,334,196 $ 358,589 $ 829,080 3 3,521,865

See accompanying notes to the basic financial statements.



CETY OF STILWELL, OKLANOMA
ANNUAL FINANCIAL REPORT
As of wnd for the Year Esded June M), 201 2

Governmenial Funds Statement of Revenues, Expendifires, and Changes in Fund  Balinee
{Modiflied Cash Basis) ~ Year Ended June 3, 2012

Jotal,
il Goysmunental
Gengral fymd Euang Fuynds Funds.
REVENUES
Taxes $ 2807 3 - 5 - $ 0 2418871
Intergovernmental 142,511 . 2003, 063 KUTIRATE
Licenses and permils 30914 3.9
Charges for services 773,000 5,560 Frg610
Fines and foreitures AV . . froany
Investment income 10,448 A.419 3708 18,9095
Miscellanequs 141,774 A0, 844 _ 2580 164,150
Total revenues 3547678 353 LK T I 1 VA R
EXPENDITURES
Current:
General governmenl:
General government 249,400 - 6,643 260,043
Clerkftreasurer 153477 - - 153487
Communiy building 69,0009 64,009
Pubtic safety and judiciary
Fire 143,859 . - 140,899
Civil defense 17,908 - - 17 948
Police 006,811 . 086,011
Code enforcement 44,440 - - 44,440
Municipal courl H4,328 - - 54,328
Ambulance 659,150 - . GBS, 1560
Sireets 465,656 - - 465,656
Sanitation 283,244 E . 203,244
Cultural, Parks, and Recreation:
Parks and recreation 43,331 - - 43,831
Library 4,002 . . 9,002
Cemetery 40,360 - . 40,360
Capital Outiay F7,500 557,596 517,563 1002711
Total Expendifures 3,237,757 B57 596 524,196 | 4,319,649
Excess (deficiency) of revenues over
expanditures 309,921 (603,343) {304,395) (197,817)
OTHER FINANCING SOQURCES (LUSES)
Proceeds from iong-term debt, net - - 250,000 250,000
Payment from Development Authority 247,668 - - 247,968
FPayment to Development Authority {22,961) . - (22,961}
Transfers in - 302,712 166,000 468,712
Transfers out (302,712) (166,000) - (468,712)
Total other financing sources and uses (77,705) 136,712 416,000 475,007
Net change in fund balances 232,216 {366,631) 111,605 (22,810)
Fund balances - beginning 2,101,106 725,220 517,475 3,343,801
Fund balances - ending $ 2335309 3 368,568 3 625,080 § 3320091

See accompanying notes to the basic financial statements.
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CITY OF STHAWELL, OKLAIHTOMA
ANNUAL FINANCIAL REPORY
As of and for the Year Ended June 30, 20042

Reconciliation of Governmental Fands and Government-Wide Finaneinl Statements:
FFund Balance — Nef Assels Reconciliation:
Total fund balance, governmenial funds % 3,320,901

Amounts reported for governmental activities in the Statement of Nel Assots are differend
because:

Capital assets used in governmental activities are not current financial resourcaes and
therefore are not reported in this fund financial statement, but are reported in the
governmental activities of the Statement of Net Assets. 7,590,575

Some liabilities, (such as Notes Payable, Capital Lease Contract Payable, Long-term

Compensated Absences, and Bonds Payable ), are not due and payable in the current

period and are not included in the fund financial statement, bul are included in the

governmental activities of the Statement of Net Assets. {250,000}

Net Assets of Governmental Activities in the Statement of Net Assets 10,661,566

Changes in Fund Balances — Changes in Net Assets Reconcitiation:
Net change in fund balances - total governmental funds: B (22,810)

Amounts reported for Governmental Activities in the Statement of Activities are
different because:

Governmental funds report outlays for capital assets as expenditures because such
outlays use current financial rescurces. In confrast, the Statement of Activities
reports ondy a partion of the outlay as expense. The outlay is allocated over the
assets' estimated usefut lives as depreciation expense for the period.

Capital asset purchases capitalized 943,667
Depreciation expense (871,6806)
Book value of disposed capital assets (13,478)

Debt proceeds provide cuirent financial resources to governmental funds, but issuing
debt increases long-term liabilities in the statement of netassets. Repayment of debt
principal is an expenditure in the governmental funds, but the repayment reduces
leng-term liabilities in the Statement of Net Assets:
Proceeds of fong-term debt (250,000)

Change in net assets of governmental activities $ (214,337}

See accompanying notes to the basic financial statements,
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ANNUAL FINANCIAL REPORT
As of and for the Year Ended June 30, 2012

21



CITY OF STILWELL, OKLAHOMA
ANNUAL FINANCIAL REPORT
As of and for the Year Ended June 30, 2012

Footnotes to the Statement of Net Asscts and Activities:
1. Summary of Significant Accounting Policies
A. Financial Reporting Entity

The City’s financial reporting entity includes the primary government (City of Stilwell), one
governmental-type blended compaonent unit, and one excluded diseretely presented component unit as
follows:
¢ The City of Stilwell — {hat operates the publce saltty, strects and highways, parks and
recreation, health and social services, public improvements, and general administration.

¢ The Stilwell Improvement Auvthority — A public trust that operates 1o provide
financing and capital for the City. This authority is a governmental-type fund.

* The Stilwell Arca Development Authority — A public trust that operates the services of
the City. (Iixcluded from report)

In determining the financial reporting entity, the City uses the provisions of Governmental Accounting
Standards Board Statement No. 14, The Financial Reporting Entity, and includes all component units for
which the City is financially accountable except for the Stilwell Area Development Authority discretely
presented component unit,

Each of these component units are Public Trusts established pursuant o Title 60 of Oklahoma State law.
Public Trusts (Authorities) have no taxing power. The Authorities are generally created to finance City
services through issuance of revenue bonds or other non-general obligation debt and (o enable the City
Council to delegate certain functions to the governing body (Trustees) of the Authority. The Authorities
generally retain title to assets which are acquired or constructed with Authority debt or other Authority
generated resources. In addition, the City has leased certain existing assets at the creation for the
Authorities to the Trustees on a long-term basis. The City, as beneficiary of the Public Trusts, receives
title to any residual assets when a Public Trust is dissolved.

B. Basis of Presentation and Accounting
Government-Wide Financial Starements:

The statement of net assets and activities are reported on a modified cash basis of accounting. The
modified cash basis of accounting is based on the recording of cash and cash equivalents and changes
therein, and only recognizes revenues, expenses, assets and liabilities resulting from cash transactions
adjusted for modifications that have substantial support in generally accepted accounting principles.
These modifications include adjustments for the following balances arising from cash transactions:

) capital assets and the depreciation of those assets, where applicable
. long-term debt

. cash-based interfund receivables and payables

) other cash-based receivables/payables

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

Program revenues within the statement of activitics are derived directly from ¢ach activity or from parties
outside the City’s taxpayers. The City has the following program revenues in cach activity:

e General government: License and permits, moving and hauling revenue and a CDBG grant for
the senior center

¢ Public safety: Fine revenuce and ambulance |
Department of Agriculture

o Cultural, parks and recreation: Cemetery fees

e Streef: Gas excise and commercial vehicle taxes

o Sanitation: Charges for trash service

\

ces and an operating grant {rom Oklahoma

Governmental Funds:
The City’s governmental {funds are comprised of the following:

Major Funds:
» General Fund ~ accounts for all activities not accounted for in other special-purpose funds

e Capital Improvement Fund ~ A capital project fund thal accounts for revenucs received
from voter-restricted sales tax and other sources and expenditure for capital improvements.

Non-Major Funds:

Special Revenue Funds:

e Library Fund — Accounts for revenues reccived and restricted for the library

¢ Depot Operational Fund — Accounts for revenues received and restricted for the
maintenance of the Depot.

e Street and Alley Fund — Accounts for revenues received from gasoline excise tax, motor
vehicle tax and expenditures made for street maintenance and operations.

Capital Project Funds:

e Cemetery Care Fund - Accounts for statutorily restricted cemetery revenues and the
expenditures of those revenues.

e CDBG Grant Fund — Accounts for Comununity Development Block Grant funds in
accordance with state and federal program guidelines.

Debt Service Funds:

» Stilwell Improvement Authority — Accounts for financing and capital for the City.
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The governmental funds arce reported on a modified cash basis of accounting and current [inancial
resources measurement focus. Only current financial assets and Habilities are generally included on the
fund balance sheets. The operating statements present sources and uses of available spendable financial
resources during a given period. These fund financial statements use fund balance as their measure of
available spendable financial resources at the end of the period. The reconciliation of the governmental
funds financial statements to the governmental activities presentation in the government-wide financial
statements is the resull of the use of the cconomic resources measurement focus at the government-wide
level.

The Generai Fund and Capital Improvement Fund are the major funds and are therefore displayed in
separate columns. All other governmemtal funds are considered non-major funds and are apgregated
under the column Other Governmental Funds. The combining financial statements for these non-major
funds can be found in the supplemental information section of this report.

C. Cash, Cash Equivalents, and Investments

Cash and cash equivalents includes all demand and savings accounts, certificates of deposit or shor(-term
investments with an original maturity of threc-months or less, and money market accounts. Investments
consist of long-term certificates of deposits and are reported at cost.

D. Capital Assets and Depreciation

The accounting treatment of property, plant and equipment {capital asscts) depends on whether the assets
are reported in the government-wide or fund financial statements. In the government-wide financial
statements, property, plant and equipment are accounted for as capital assets, net of accumulated
depreciation where applicable. In the governmental! fund financial statements, capital assets acquired are
accounted for as capital outlay expenditures and not reported as capital assets.

Capital assets consist of land, land improvement, construction in progress, buildings and building
improvements, machinery and equipment, and infrastructure. A capitalization threshold of $5,000 is used
to report capital assets. Capital assets are reported at actual or estimated historical cost. Capital assets
are valued at historical cost or estimated historical cost if actual is unavailable. Estimated historical cost
was used to value the majority of the assets acquired prior to July 1, 2004. Prior to July 1, 2004,
governmental funds’ infrastructure assets, such as streets, bridges, drainage systems, and traffic signal
systems were not capitalized. Infrastructure assets acquired with cash since July 1, 2004 are recorded at
Cost,

Depreciable capital assets are depreciated on a straight-line basis over their estimated useful lives. The
range of estimated useful lives by type of asset is as follows:

* Buildings, improvements and infrastructure 20 - 50 years
¢ Machinery and equipment 3-10 years
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E. Long-Term Debt

Accounting treatment of long-term debt varies depending upon whether source of repayment is reported
in the government-wide or fund financial statements. Al long-term debt resubting from cash transactions
to be repaid from governmental resources are reported as liabilities in the government-wide statements.
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 principal and interest reported as
expenditures,

E.  Compensated Absences

As a result of the use of the modified cash basis of accounting, liabilities related to acerued compensated
absences are not recorded in the financial statements.  Expenditures/expenses related to compensated
absences are recorded when paid.  The amount of accrued compensated absences for accumulated,
unpaid compensatory time that would be due employees upon termination is reported as a commitment in
Note 9.

G, TIfund Balances and Net Assets
Fund Statements:

Governmental fund equity is classified as fund balance.  Since the City implemented GASB Statement
54, fund balance is further classified as nonspendable, restricted, committed, assigned and unassigned.
These classifications are defined as:

a.  Nonspendable ~ includes amounts that cannot be spent because they are either (a) not in spendable
form or (b) legally or contractually required to be maintained intact.

b.  Restricted — consists of fund balance with constraints placed on the use of resources either by (1)
external groups such as creditors, grantors, contributors, or laws or regulations of other governments, or
(2) laws through constitutional provisions or enabling legislation.

c.  Committed - included amounts that can only be used for specific purposes pursuant to constraints
imposed by formal action of the city’s highest Jevel of decision-making authority. The City’s highest
level of decision-making authority is made by ordinance.

d.  Assigned — includes amounts that are constrained by the city’s intent to be used for specific
purposes but are neither restricted nor committed. Assignments of fund balance may be made by city
council action or management decision when the city council has delegated that authority. Assignments
for transfers and interest income for governmental funds are made through budgetary process.

e. Unassigned — represents fund balance that has not been assigned to other funds and has not been
restricted, committed, or assigned to specific purposes within the general fund.

it is the City’s policy to first use restricted fund balance prior to the use of the unrestricted fund balance
when an expense is incurred for purposes for which both restricted and unrestricted fund balance are
available. The City’s policy for the use of unrestricted fund balance amounts require that committed
amounts would be reduced first, followed by assigned amounts and then unassigned amounts when
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expenditures are incurred for purposes for which amounts in any of those unrestricted fund balance
classifications could be used.

Net Assets.
Net assets are displayed in three components:

a. Tnvested in capital assets, net of related debr - Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that arc attributabic to the acquisition, construction, or
improvements of those assets.

b. Restricted net assets - Consists of net assets with constraints placed on the use cither by 1)
external groups such as creditors, grantors, con(ributors, or laws and regulations of other governments, or
2) law through constitutional provisions ot ecnabling legislation,

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

It is the City’s policy fo first use restricted net assets prior {o the use of unrestricted net assets when an
expense is incurred for purposes for which both restricted and unrestricted net assets are available

H. Internal and Interfund Balances and Transfers

The City’s policy is to eliminate interfund transfers and balances in the statement of activities and net
assets to avoid the grossing up of balances. Only the residual balances (ransferred between governmental
and business-type activities are reported as internal transfers and internal balances then offset in the total
column in the government-wide statements. Internal transfers and balances between funds are not
climinated in the fund financial statements.

I. Use of Estimates

Certain estimates are made in the preparation of the financial statements, such as estimated lives for
capital asscts depreciation. Estimates are based on management’s best judgments and may vary from
actual results.

2. Deposits and Investments

For the year ended June 30, 2012, the City recognized $18,995 of investment income. Due to the minimal
rates of return on allowable investments in the current environment, most of the City’s deposits are in
demand and short-term time deposits.
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Primary Government:

At June 30, 2012, the primary government held the following deposits and investments:

Carrying

Type Value
Deposits:
Demand deposits S 2725054
Time deposit 596,811
Total deposits and investments 5 3321805

Reconciliation to Statement of Net Assets:

Cash and cash cquivalents S 1.500,710
[nvestments 1,755,155

$ 3,321,805

Custody Credit Risk - Custodial credit risk is the risk that in the event of a bank failure, the government
deposits may not be returned to it. The City is governed by the Security for Local Public Deposits Act
which requires that the City oblain and hold collateral whose fair value exceeds the amount of uninsured
deposits.  As of June 30, 2012, none of the City’s deposits were exposed to custody credit risk.
Investment securities are exposed to custody credit risk if the securities are uninsured, are not registered
in the name of the government, and if' held by cither a counterparty or a counterparty’s trust, department
or agent, but not in the government’s name, As of June 30, 2012, none of the City’s investments were
subject to custody credit risk.

Investment Interest Rate Risk - the City does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing interest rates.

Investment Credit Risk - The City has no investment policy that limits its investment choices other than
the limitations of state law that generally authorize investments in: (1) full faith and credit, direct
obligations of the U. S. Government, its agencies and instrumentalities, and the State of Oklahoma and
certain mortgage insured federal debt; (2) certificates of deposit or savings accounts that are either
insured or secured with acceptable collateral; (3) negotiable certificates of deposit, prime bankers
acceptances, prime commercial paper and repurchase agreements with certain limitations; (4) county,
municipal or school district tax supported debt obligations, bond or revenue anticipation notes, money
judgments, or bond or revenue anticipation notes of public trusts whose beneficiary is a county,
municipality or school district; and government money market funds regulated by the SEC. These
investment limitations do not apply to the City’s public trusts. As of June 30, 2012, the City did not hold
any securities with credit ratings since they are all non-negotiable time deposits.

Concentration of Investment Credit Risk - the City places no limit on the amount it may invest in any one
issuer.
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3. Capital Assets and Depreciation
Capital Assets:

Capital assets consist of land, land improvement, construction in progress, buildings and building
improvements, and machinery and equipment. A capitalization threshold of $5,000 is used 10 report
capital assets. Capital assets are valued at historical cost or estimated historicat cost il actual is
unavailable.  Approximately $240,163 of the City’s park Jand is held in the name of the Stilwell
Improvement Authority.

For the year ended June 30, 2012, capital asscts balances changed as follows:

Balanee at Balanee at
duly 01,2041 Additions Disposuls June 30,2012
Governmental activities:
Capital assets not being depreciated:
Land 5 497,124 $ 80,280 § - S 583,400
Construction in progress 259 870 662,885 225,011 697,744
Total capital assets not being depreciated 756,999 749,165 225,011 1,281,153
Other capital assets:
Buildings 16,267,697 225,014 - 16,492,708
Machinery, furniture and eguipment 2,320,030 194,392 175,919 2,338,543
Total other capital asscts at historical cost 18,587,727 419,403 175,919 18,831,211
Less accumulated depreciation for:
Buildings 10,232,684 665,549 - 10,898,233
Machinery, furniture and equipment 1,579,940 206,057 162.441 1,623,556
Total accumutiated depreciation 11,812,624 871,600 162,441 12,521,789
Qther capital assets, net 6,775,103 (452,203) 13478 6,309,422
Governmental activities capital assets, net S 7,532,102 $ 296,962 § 238,489 $ 7.590,575

Depreciation:

Depreciation of capital assets is included in total expenses and is charged or allocated to the activities
primarily benefiting from the use of the specific asset. Depreciation expense has been allocated as

follows;
Governmental Activities:

General government § 38,662
Public safety 163,012
Highways and streets 629,460
Culture, tourism, and recreation 40,472

§ 871,606
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4. Long-Term Debt

For the year ended June 30, 2012, the reporting enlity’s long-term debt changed as follows:

Balnge Bakuce Due Willin
Type of Deht July 01 2011 Additions Reduglions June 3, 20102 Que Year
Governmental Actlivitics:
Notes payable § - 5250000 % - s 250,000 S 3201
Total Governmental Aclivities h - 5 250000 3 - % TAR00 5 3,261
Reconciliation to Statement of Net Assels:
Governmental Aciivifies:
Due within one year b 3261
Due in moere than one year 246,739
Tolal Governmental Activities Long-term liabilitics by 350,000

Governmental activities long-term debt payable from taxes and other general revenues includes the
following note payable:

Note Payable to Bank of Commerce dated April 30, 2012, original amount $250,600 with
annual interest rate of 4.25%, duc in monthly installments of principal and interest beginning

October 30, 2012, final installment due Marels 30, 2042, sceured with a property lien from
Stilwell Improvement Authority resourees k) 250,000
Total Notes Payable b 250,000
Current portion $ 3,261
Noncurrent portion 246,739
Total Notes Payabie b 250,000

Long-term debt service requirements to maturity are as follows:

Governmental Type Activities

Year Ending June 30, Notes Payable
Principal Interest

2013 $ 3,239 b 7,923

2014 4,482 10,401

2015 4,676 10,206

2016 4,878 10,004

2017 5,090 9,792
2018-2022 28,956 45,457
2023-2027 35,798 38,613
2028-2032 44,256 30,155
2033-2037 54,714 19,696
2038-2042 63,911 6,780
Totals $ 250,000 5 189,029
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5. Sales Tax Revenue

Sales tax revenue represents a 3.5 cenis tax on cach dollar of faxable sales of which s recorded as
follows:

o All 3.5 cents is first deposited into the General Fund (Ordinance #59, #75 and #202)
e Y cent is then transferred fo the Capital Improvement Fund as required by ordinance #202 and voter
approval to be used for capital purchases.

6. Property Tax Levy

The City presently levies no property tax. In accordance with state law, a municipality may only levy a
property tax to retire general obligation debt approved by the voters and to pay judgments rendered
against the Cily.

7. Imternal and Interfund Balances and Transfers

The City’s policy is to eliminate interfund transfers and balances in the statement of activities and net
asscts to avoid the grossing up of balances. Internal transfers and balances between funds are not
-climinated in the fund financial statements.

Balances:

Internal balances between funds are comprised of the following:

Due From Due To Amount Purpose of Transfer
Stitwell Improvement Authority CDBG $ 200,000 Construction expense
Total $ 200,000
Transfers.

Internal transfers between funds and activities for the year ended June 30, 2012, were as follows:

Transfer From Transfer To Amount Purpose of Transfer

General Fund Capital Improvement Fund $ 302,712 Sales tax transfer

Capital Improvement Fund CDBG $ 150,000 Grant match fund transfer

Capital Improvement Fund  Stilwell Improvement Authority  § 16,000 Transfer for debt service
Total $ 408,712
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8. TFFund Equity

The following tables show the fund balance classifications as shown in the Governmental Funds Balance
Sheet in accordance with GASB Statement 54:

Capital Other Governmental
Generad Fumd Improvement Fund Funds Totl
Fund Batance:
Restricted For:
Capital Improvements 5 - S 34988 8 - h) 344,988
Library - 26,200 26,236
Depot Operation - - 8718 8,718
Street Improvements - - 294,069 294,009
Cemetery Capital - - | 88,380 188,380
Stilwell Improvement Authority - - 259,357 259,357
Sub-total Restricted - 344,988 776,760 1,121,748
Assigned to;
Capital Improvements - 13,601 - 13,601
Library - - 484 484
Depot Operation - - 230 230
Street Improvements - - 5,572 5,572
Sub-total Assigned - 13,601 6,286 19,887
Unassigned to:
Generai Fund 2,333,322 2,333,322
CDBG Grant (154,008) {154,008)
Stilwell Improvement Authority 42 42
Total Fund Balance $ 2,333,322 % 158,589 S 629,080 § 3,320,991

9. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets;
errors and omissions; injuries to employees; employee health and life; and natural disasters. The City
manages these various risks of loss as follows by securing commercial insurance for all risks, except for
participation in the Oklahoma Municipal Assurance Group risk entity pool for certain coverage.

Management believes such insurance coverage is sufficient to preclude any significant uninsured losses
to the City. Settled claims have not exceeded this insurance coverage in any of the past three fiscal years.

10. Commitments and Contingencies
Construction Contract:

There were no construction contracts outstanding at June 30, 2012.
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Compensated Absences;

As a result of the City’s use of the modified cash basis of accounting, accrued Habilities related to
compensated absences (vacation, sick and comp leave) cared but unpaid at year-end are not reflceted in
the basic financial statements, The compensated absence commitment at June 30, 2012, is summarized
as follows:

¢ General Fund - acerued compensated absences $309,909
Litigation:

The City is party to various legal proceedings which normally occur in the course of governmental
operations. The financial statements do not include aceruals or provisions for Joss contingencics that
may result from these proceedings. State statutes provide for the levy of an ad valorem tax over a
three-year period by a City “Sinking Fund”™ for the payment of any court assessed judgment rendered
against the City. These statutory provisions do nof apply to the City’s public trust Authoritics. While the
outcome of the above noted procecdings cannot be predicted, due to the msurance coverage maintained
by the City and the State statute relating (o judgments, the City feels that any settlement or judgment not
covered by insurance would not have a material adverse effect on the financial condition of the City.

Federal and State Award Programs:

The City of Stilwell participates in various federal or state grant/loan programs from year o year. In
2012, the City’s involvement in federal and state award programs was material. The grant/loan programs
are often subject to additional audits by agents of the granting or loaning ageney, the purpose of which is
to ensure compliance with the specific conditions of the grant or foan. The Cily has not been notified of
any noncompliance with federal or state award requirements.

11. Pension Plan Participation
The City of Stilwell participates in two pension or retirement plans:

1. Oklahoma Municipal Retirement System Master Defined Benefit Plan and Trust (OMRF) — an
agent multiple-employer defined benefit plan
2. Oklahoma Firefighter’s Pension and Retirement System (OFPRS) — a statewide cost-sharing plan

Firefighter Pension Svstem:
J1E .

Plan Summary Information. The City of Stilwell, as the employer, participates in a statewide cost-
sharing multiple employer defined benefit pension plan through the Oklahoma Firefighter’s Pension and
Retirement System (OFPRS). The OFPRS defined benefit pension plan provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Pursuant to the requirements of Title 11, section 22-102, the City must participate in the
plan if they employ full-time or volunteer firefighters.

The OFPRS issues a publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to OFPRS, 4545 N. Lincoln Blvd.,
Suite 265, Oklahoma City, OK 73105-3414,
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Funding Policy. OFPRS plan members are requived (o contribute 8% of their annual salary. The City is
required by state law to contribute 13% of the members’ annual salary,  The plan is funded by
contributions from participants, employers, insurance premium taxes, and state appropriations, as
necessary.

The OFPRS contributions are as follows:

Fiscal Reguired Amount

Year Contribution Contributed
2010 % 8,362 % 8,362
2011 3 6,023 k3 6,023
2012 $ 0,340 A 6,340

Schedule of Retirement Plan Contributions — OMRF

For the year ended June 30, 2012, the following amounts related to the defined benefit plan:

City and SADA City
Tolal Only
Empleyee contributions made 3 106,503 5 59,0406
Employer contributions made 302,942 168,442
Total 5 4{)9,445 $ 227,488
Annual Percentage Net
Fiscal Pension of APC Pension
Year Cost Contributed Obligation
2010 by 471,955 160%
2011 $ 440,467 100% -
2012 S 409,445 100% -
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Plan Description, Eligibility Factors, Contribution Methods, and Benefit Provisions

1. Plan Description

The City of Stilweli (along with the Stilwell Arca Development Authority) participates in The Okdahoma
Maunicipal Retirement System Master Defined Benefit Pran and Trust, an agent multiple employer - defined
benefit plan.  Administration of the City’s individual plan rests with the City Council. The overatl operations of
OMRF are supervised by a nine-member Board of Trustees elected by tbe participating municipatitics,
JPMorgan Chase of Oklahoma City acts as administrator and securities custodian,  OMRY issues separate plan
financial statements which may be obtained by contacting the Oklahoma Municipal Retirement Tund, 525
Central Park Drive, Suile 320, Oklahoma City, Okiahoma 73105,

2. Eligibility Factors, Contribution Methods and Benefit Provisions

Provision
a. Eligible to Participate
b. Contribution Requirements:
- Authorization
- Actuarially Determined
- Employer Rate
- Employee Rate
c. Period Required to Vest

d. Eligibility for Distribution

e. Benefil Determination Base

f. Benefit Deternination Methods:
- Normal Retirement
- Early Retirement
- Disability Retirement

- Death Benefit

- Prior to 5 Years Service

g. Form of Benefit Payments

OMRY Plan

Full-time, non-ustiform employees of the City or
Authority upon hire if less than ape 60,

By City ordinance

Yes

12.80% of covered payroll
4.50% of earnings

5 years of credited service

- Normal retirement at age 65 with 5 years of service

- Early retirement at age 55 with 5 years of service

- Disability retirement upon disability with 5 years of service

- Death benefit with 5 years of service

Final average salary - the average of the five highest consecutive
ammual salaries out of the last 10 calendar years of service.

2.25% of final average salary multiplied by credited vears of
service.

Actuarially reduced benefit based upon age and years of service at
termination.

Benefit computed as for normal retirement based on average salary
and service as of the date of disability.

50% of employee’s accrued benefit, but terminates upon
spouse re-marriage.

Returmn of employee contributions with accrued interest.
Normal form is a 60 months certain and life thereafler basis.

Employee may elect, with City consent, optional form based on
actuarial equivalent,
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3, Annual Pension Costs

A. Current Year Contribution Informution

For the year ended June 30, 2012, the City’s annual pension cost of $168,442 was equal 1o the City's required
and actual contributions.

B. Actuarial Assumpticns:

Date of Last Actuarial Valuation For Plan Year July 1, 2012

a.  Actuarial Cost Method Entry age normal

b.  Rate of Return on Investments 1.5%

¢c.  Projected Salary Increase Rates by age

d.  Post Retirement Cost-of~Living Increase None

e. Inflation Rate Separate Inflation rate sot available; inflation
included in projected salary increase.

£ Montality UP 94 mortality

2. Asset Valuation Method Actuarial method

Funded Status and Funding Progress

As of January 1, 2012, the funded status of the OMRF agent multiple employer defined benefit plan
is as follows:

Actuartial accrued liability (AAL) B 7,223,890
Actuarial value of plan assets 4,380,578
Unfunded actuarial accrued liability (UAAL) 3 2,843312
Funded ratio (actuarial value of plan assets/AAL) 60.6%
Amnuat covered payroll (active plan members) 2,255,650
UAAL as a percentage of covered payroll 126.1%

OMRF issues separate plan financial statements which may be obtained by contacting the Oklahoma
Municipal Retirement Fund, 525 Central Park Drive, Suite 320, Oklahoma City, Oklahoma, 73105,

35



CITY OF STILWELL, OKELAHOMA
ANNUAL FINANCIAL REPORT
As of and for the Year Ended June 30, 2012

36



CITY OF STH.WELL, OKLANHOMA
ANNUAL FINANCIAL REPORT
As of and for the Year Ended June 30, 2012

Budgetary Comparison Schedules (Modified Cash Basis) — Year Ended June 30, 2012

GENERAL FUND

Muelanee with
Actunl Amowts, Fload Budpel -
Budpeted Amounts DBudpretiry ¥asly Poxithve (Negntive)
Ovlginal Fioal
Beginning Badgetary Fund Balance 5 2,431,000 5 2431,000 hy 200,106 S {329,594}
Resources (Inflows):
TAXES:

Sales tax 1,813,500 1,814,504} 2019104 308.664

tse tax 1447,000 47,000 207933 100,933

Franchise 1ax 15000 15,000 76,23 61,234

Hotel and Maotel Tax - - 15,540 15,5410
Total laxes 1,932,500 1,932 500 2,418,871 486,371

INTERGOVERNMENTAL;

Aleoholic beverage tax 51,000 41,000 54,523 13,523

Tobacco tax 21,500 21,500 32,097 10,597

Grants - - 065491 05,494
Total Intergovernmenta 62,500 62,500 152,111 RO,611

CHARGES FOR SERVICES 495 50() 495,500 773,056 277,556
FINES AND FORFEITURES 85,000 85,000 77,127 (7.873)
LICENSES AND PERMITS: 1,000 1,000 3,991 2991

INVESTMENT INCOME 22,000 22,000 10,748 (11,252
MISCELLANEQUS:

Rentals 6,000 6,000 06,6075 675

Proceeds from sale of capital asscts - - 11,108 11,108

Miscellaneous 10,000 10,000 93,901 831,991
Tolal Miscellaneous 16,000 16,000 111,774 95,774

OTHER FINANCING SOURCES:

Payments from component unit 205,000 205,000 247,968 42,968
Total Resources (Inflows) 2,819,500 2,819,500 3,795,040 976,140
Amount available for appropristion 5,250,500 5,250,500 5,896,752 646,252

Charges to Appropriations (Outflows):

General government 288,424 258,867 258,932 (65)
Cemetery 60,880 51,180 40,360 10,820
Civil Defense 33,973 18,973 17,998 975
Clerk 177,727 175,227 153,477 21,750
Community boilding 99,322 77,315 69,009 8,306
Library 5,500 5,500 9,092 (3,592)
Sanitation 365,756 290,756 283,244 7,512
Municipal court 60,755 60,755 54,328 6,427

Code enforement 44,501 44,501 44,440 6l
Police 1,189,102 1,693,102 994,841 98,261
Fire 198,359 205,161 143,899 61,262
Street 670,772 579,329 465,656 113,673
Parks 53,000 68,500 43,331 25,169
Ambuiance 741,924 736,024 659,150 77,774

Total other financing sources and uses 3,989,995 3,666,090 3,237,757 428,333
OTHER FINANCING SOURCES (USES)
Transfers 10 Other Funds - - (302,712) 302,712
Payments to component unit - - {22,961) 22,961
Total other {inanciag sources and uses . - (325,673) 325,673
Fund balances - ending S 1,260,505 5 1,584,410 S 2,331,322 5 748,912

See accompanying notes to this schedule.
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Budgetary Comparison Schedules (Modified Cash Basis) — Year Ended June 30, 2012 (Continued)

Footnotes to Budgetary Comparison Schedules:

1. The budgetary comparison schedujes are reported on the same modified cash basis as governmentat
funds within the basic financial statements.

2. The legal level of appropriation contrel is the department level within a Tund. Transfers of
appropriation within a fund require Clerk/Treasurer’s approval, while supplememal appropriations

require City Council approval.

3. In the General Fund, the City had nepative variances in the following departments and for the
following amounts:

General Fund - General Government ($65)
General Fund - Library ($3,592)
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Combining Balance Sheet — Nonmajer Funds (Modificd Cash Basis) — Year Ended June 30, 2012

Special Revenue #unds Capltal Project Funds Daobt Service Funds
Depot Stiiwell Total
Cperational, Strentant Mlgy. Gometery Garg. GBS inprevament. Govarnmantal,
Library Fund Fund Fand Fu fung Authorlty [}
ASSETS
Cash and cash equivatents % 26,720 % 8.940 % 462 3 49,107 454G k] 59,304 374,348
Invesiments - . 115,450 130,273 . . 254,732
Due from other funds - - . - - 200,000 200,000
Total assets 26,120 8,448 209,611 88,380 44,992 256,399 429,080
LIABILITIES AND FUND BALANCES
Liabilities:
{ue to other funds - - - - 200,000 - 200,000
Total abllites - - - - 200,000 - 200,000
Fund balances:
Restricled 26,236 8.71¢ 294,069 148,380 - 250,357 PG, 700
Assigned 484 230 5572 - - 42 6,328
Unassigned - - - - (154,008} - (1584,008)
Tolat fund balances 26,720 8,948 299,641 186,380 {154,008) 269,399 629,080
Total liabilities and fund balances ] 26,720 % 8948 & 290,641 & 188,380 3 an99p % 256,399 3 829000
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Combining Statement of Revenues, Expenditures and Changes in Fund Balance — Nonmajor Funds
{Modified Cash Basis) — Year Ended June 30, 2012

Special Revenue Funds Capital Projoct Funds Dabt Sarvice Fund
Bepot, Stitwol,
Stroot and. ; : inproyenn.
Library Fund Alley Fund Authorly
REVENUES
Inlergovernmental $ - ¥ . 8 34113 § - 170 5 - § 206,863
Charges for services - . - 6,560 - - G,560
Invesiment earnings 187 s 2,163 1,340 - A2 3,798
Misceilaneous - . - 2,580 - : 2,580
Total revenuss 187 it 36,2066 104180 172,760 a7 219,801
EXPENDITURES
Currenl:
General government - - - . . 6,643 G.643
Capital Outlay - 3,308 16,287 . AT - 5170553
Total Expendilures - 3,305 16,287 - 497961 6,643 524,196
Excess {deficiency) of revenues over
expenditures 187 (3.229) 19,979 10,480 (325.211) (6,601} (304 3954
OTHER FINANCING SOURCES (USES)
Proceeds from Iong-lerm debt, net - - - - - 250000 250,000
Transfers in - - - - 150,000 16,000 166,000
Total other financing sources and uses - - - - 150,000 265,000 416,000
Net change in fund balances 187 (3,229) 19,978 10,480 {175,211) 259,308 111,606
Fund balances - beginning 26,533 12,177 274,662 177,900 21,203 - 517,475
Fund balances - ending 3 26,726 $ 4.948 § 296641 $ 188,380 $ (164.008) % 2659399 $ 629.080
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Schedule of Expenditures of Federal and Siate Awards (Modificd Cash Basis) ~ Year Ended June
30,2012

Federnl
Federal/State Grastor/Pass Thru Ageacy CIDA Paxa Fliru Awaril Contraet Hadunee
Grantor/Program Title Numher Grand ff Amonung Expenditures Hemalning

FEDERAL AWARDS;

REPARTMENT OF HOUSING AND URBAN DEVELOPMENT:
Passed Through the Oklahoma Depanment of Commerce:
CDBG 14,238 NA 5 156,000 b3 147,150 b3

DEPARTMENT OF HOMELAND SECURITY:
Passed Through the Oklaboma Office of Homekind Secority:

Disaster Grants - Public Assistance 9LO36 FEMA-IS23 DR OK 1,833 1,833 .
Interoperable Fmergeney Communications 91058 180,118 12,882 29,882 3600
Interoperable Bmergency Comnoniesations 47.055 (LA ARIE] RAET 168
State Homeland Securily Program (8HS) V7073 2501006 18,164 16,770 1,188
Total Department of Homeland Sceurily 50,193 51637 4556

DEPARTMENT OF TRANSPORTATION;
Passed Through the Oktahoma Department of Tourism:
Recreational Trails Program H.219 N/A 160,000 9,989 150441

Passed Through the Oklahoma Depariment ol Public Safety:
State and Community Highway Safety 20,600 PT-12-03-98-02 5,000 5000 -
Total Department of Transportation 165,000 IR 150,011

DEPARTMENT QI AGRICULTURIE:
Community Facilities Loans and Grants 10,766 N/A 50,000 50,000 -

Passed Through the Oklahoma Departiment of Agriculiure:
lee Storm Recovery Gramt 10.675 Yaos 20,000 89 7080
Tolal Depaitment of Agriculiure 70,000 50,089 7086

DEPARTMENT OF ENERGY:
Stimulus Energy Efficiency CBG 81.128 Yos 304,728 136,499

Tatal Federal Awards 5 745,921 5 400,964 5 7,086

STATE AWARDS:

EASTERN GKLAHOMA DEVELOPMENT DISTRICT:
2011 REAP Fuad 0104 N/A N/A 8 25,000 $ 25,000 5 -

ORLAHOMA DEPARTMENT OF AGRICULTURE:
Operational Grant N/A NiA 4413 4413

OKLAHOMA DEPARTMENT OF HOMELAND SECURITY:
FEMA Reimbursement NAA L FEMA - 1823 DR OK 41,331 41,331 -

Total State Awards 5 70,744 ) 70,744 5 -

Footnotes to Schedule of Expenditures of Federal and State Awards:
1. The Schedule of Expenditures of Federal and State Awards is prepared on the modified cash basis.

This may differ from the requirements of the OMB Circular A-133 applicable to Single Audits of Federal
Expenditures,
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MICHAEL W. GREEN
Certified Public Accountant
827 West Loocust Street

Stilwell, Ok. 74960
(918) 696-6298

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

The Honorable Mayor and City Council
City of Stilwell, Oklahoma

We have audited the financial statements-modified cash basis of the governmental activities,
each major fund, and the aggregate remaining fund information of the primary government for
the City of Stilwell, Oklahoma, as of and for the year ended June 30, 2012, which collectively
comprise the City of Stilwell, Oklahoma’s primary government basic financial statements and
have issued our report thercon dated November 14, 2012, The auditor’s report was modified to
indicate the financial statements had been prepared using the modified cash basis of accounting
which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America, and included an adverse opinion on the aggregate
discretely presented component units for the exclusion of such units and the failure to issue
financial statements for the City’s entire reporting entity. Our report also includes a paragraph
which disclaimed an opinion on management’s discussion and analysis and budgetary
comparison information-modified cash basis, 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.

Internal Control Over Finangial Reporting

Management of the City is responsible for establishing and maintaining effective internal control
over financial reporting. In planning and performing our audit, we considered the city’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose
of expressing our opinions 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,
we do not express an opinion on the effectiveness of the City’s internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
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in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in infernal control over financial reporting that we consider to be
material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the city’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direet and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended for the information and use of the City of Stilwell management,
governing body, those charged with governance, and all applicable federal and state agencics and
is not intended to be used by anyone other than these specified parties.

‘Mic reen, CPA
Stilwell, Ok
November 14, 2012
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