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INDEPENDENT AUDITORS’ REPORT 

To the Board of Directors of 

Grand River Dam Authority: 

Report on the Financial Statements 

We have audited the accompanying financial statements of the Grand River Dam Authority (the 

“Authority”), a component unit of the State of Oklahoma, as of and for the years ended December 31, 

2016 and 2015, and the related notes to the financial statements, which collectively comprise the 

Authority’s basic financial statements as listed in the table of contents. 

Management’s Responsibility for the Consolidated 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 audits. We 

conducted our audits in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits included in Government Auditing Standards, 

issued by the Comptroller General of the United States of America. 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 basic 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 opinions. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the Authority as of December 31, 2016 and 2015, and the respective changes in 

financial position and, where applicable, cash flows thereof for the years then ended in conformity with 

accounting principles generally accepted in the United States of America. 

Other Matters – Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management’s 

Discussion and Analysis as listed in the Table of Contents, the Schedule of Proportionate Share of the Net 

Pension Asset – Oklahoma Public Employees Retirement Plan, the Schedule of Employer Contributions – 

Oklahoma Public Employees Retirement Plan, the Schedule of Proportionate Share of the Net Pension 

Asset – Oklahoma Law Enforcement Retirement Plan, the Schedule of Employer Contributions - 

Oklahoma Law Enforcement Retirement Plan, and the Schedule of Funding Progress – Other 

Postemployment Benefits Plan as listed in the Table of Contents be presented to supplement the basic 

financial statements. Such information, although not a part of the basic financial statements, is required by 

the Governmental Accounting Standards Board who considers it to be an essential part of financial 

reporting for placing the basic financial statements in an appropriate operational, economic, or historical 

context. We have applied certain limited procedures to the required supplementary information in 

accordance with auditing standards generally accepted in the United States of America, which consisted 

of inquiries of management about the methods of preparing the information and comparing the 

information for consistency with management’s responses to our inquiries, the basic financial statements, 

and other knowledge we obtained during our audit of the basic financial statements. We do not express an 

opinion or provide any assurance on the information because the limited procedures do not provide us 

with sufficient evidence to express an opinion or provide any assurance. 

 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued a report dated March 31, 2017, 

on our consideration of the Authority’s internal control over financial 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 internal control 

over financial reporting or on compliance. That report is an integral part of an audit performed in 

accordance with Government Auditing Standards in considering the Authority’s internal control over 

financial reporting and compliance. 

 

March 31, 2017 
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Management’s Discussion and Analysis – Unaudited 
The following discussion and analysis of the Grand River Dam Authority’s (GRDA or the Authority) financial performance 

provides an overview of the Authority’s financial activities for the year ended December 31, 2016, and 2015, in comparison 

with the prior year’s financial results. Please read it in conjunction with the financial statements, which follow this section. 

 

USING THIS FINANCIAL REPORT 
This annual financial report consists of a series of financial statements and reflects the self-supporting, proprietary activities 

of the Authority funded primarily by the sale of electrical power and energy. 

 

The State of Oklahoma reports the business-type activities of the Authority as a discretely presented major component unit. 

 

The basic financial statements presented in this report consist of the Statements of Net Position; the Statements of Revenues, 

Expenses, and Changes in Net Position; the Statement of Cash Flows; and Notes to Financial Statements. 

 

STATEMENTS OF NET POSITION; STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET 
POSITION; STATEMENTS OF CASH FLOWS; AND NOTES TO FINANCIAL STATEMENTS 
The Authority’s Statements of Net Position and Statements of Revenues, Expenses and Changes in Net Position provide an 

indication of the Authority’s financial health. 

 

The Statements of Net Position include all of the Authority’s assets and liabilities, using the accrual basis of accounting as 

well as an indication of which assets can be used for general purposes and which are restricted as a result of bond covenants 

or for other purposes. 

 

The Statements of Revenues, Expenses, and Changes in Net Position report all of the Authority’s revenues and expenses 

during the time periods indicated. 

 

The Statements of Cash Flows report the cash provided and used by operating activities, as well as other cash sources, such as 

investment income or bond proceeds, and other cash uses, such as cash payments for repayment of bonds and capital additions. 

 

The Notes to Financial Statements provide additional explanation and details about the financial information. 

 

FINANCIAL HIGHLIGHTS 
The Authority celebrated the receipt of two rating increases in 2016. The first came on October 6, 2016, with an 

announcement by Fitch that it was assigning an “A+” rating to the Authority’s Series 2016 Bonds. Fitch also upgraded 

GRDA’s Series 2008A, 2010A, 2010B, 2014A and 2014B Bonds to “A+” from “A” with a rating outlook revision to “Stable” 

from “Positive.” The following day, Standard & Poor’s Global Ratings announced that it would raise its long-term rating 

and underlying rating (SPUR) to “AA-“ from “A+” on GRDA’s earlier bonds and announced it was assigning an “AA-“ 

with a stable outlook to the 2016 series bonds. These rating increases serve as testimony of the Authority’s continually 

improving financial position.  

 

In the early winter of 2015, GRDA held a groundbreaking at the Grand River Energy Center (GREC) for GREC 3, a 495 

MW combined-cycle natural gas plant, with the first turbine/generator of its kind in the Western Hemisphere. Air-quality 

upgrades were also installed in the newest coal-fired generating unit, GREC 2, to meet Mercury and Air Toxics Standards 

(MATS). The Authority currently has firm wind purchases of 247 MW from Oklahoma wind farms, while another 140 MW 

is expected to be in service by late 2017. In combination with existing hydroelectric generation, these diverse resources allow 

the Authority to produce low-cost, reliable electricity for our customers while also exercising environmental stewardship. 

As a public power utility, the Authority works together with its customers to meet mutual needs.  

 

In May 2016, Oklahoma Senate Bill 1388 was signed into law, directing the Authority to assume the duties and 

responsibilities of the Oklahoma Scenic Rivers Commission (OSRC) as of July 1, 2016. OSRC was established by the 

legislature in 1977 to protect, enhance and preserve the Illinois River and its tributaries. While this allows the Authority to 

greatly expand its environmental stewardship, the financial impact to GRDA is expected to be minimal. 
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On the evening of July 1, 2016, a lightning strike precipitated a fire at the GREC, which resulted in a short outage of 

GREC 1 and the impairment of GREC 2. GREC 1 was successfully returned to operation July 19, 2016, and GREC 2 is   
 

  

2016 2015 2014

CONDENSED SCHEDULE OF NET POSITION

Assets:

Current assets 266,859,465$  187,394,076$  209,580,470$  

Net util ity plant 1,244,661,834 1,080,625,744 876,027,323

Noncurrent investments 305,533,763 599,081,087 740,055,949

Other noncurrent assets 4,586,150 10,661,010 11,277,802

Total assets 1,821,641,212 1,877,761,917 1,836,941,544

Deferred Outflows of Resources:

Deferred outflows related to pension plans 17,765,376 3,192,494 -                     

Deferred outflows related to loss on reacquired debt 29,563,900 -                     -                     

Total deferred outflows of resources 47,329,276 3,192,494 -                     

 

Liabilities:

Current l iabilities 111,699,020 128,852,811 79,863,026

Noncurrent l iabilities 1,130,293,579 1,153,381,782 1,172,337,640

Total l iabilities 1,241,992,599 1,282,234,593 1,252,200,666

Deferred Inflows of Resources:

Deferred inflows related to pension plans 588,385 4,216,446 -                     

Deferred inflows related to regulated operations 28,501,794 -                     -                     

Total deferred inflows of resources 29,090,179 4,216,446 -                     

Net Position:

Net investment in capital assets 271,706,418 344,780,665 304,838,953

Restricted for:

Debt service 18,524,344 18,238,867 17,705,259

Rate Stabilization Fund 21,000,000 -                     -                     

Other special purposes 2,377,982 2,478,663 5,321,351

Unrestricted 284,278,966 229,005,177 256,875,315

Total net position 597,887,710$  594,503,372$  584,740,878$  
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FINANCIAL HIGHLIGHTS - DECEMBER 31, 2016, 2015 AND 2014 (continued) 

  

2016 2015 2014

CONDENSED SCHEDULE OF CHANGES IN NET POSITION

Operating Revenues:

Sales of power 428,066,100$  401,569,988$  463,946,059$  

Other operating revenues 14,157,387 12,485,554 11,213,267

Transfer (provision) for rate stabilization (21,000,000) -                     -                     

Total operating revenues 421,223,487 414,055,542 475,159,326

Non-Operating Revenues:

Investment Income 20,394,413 11,775,150 7,454,283

Net increase (decrease) in fair value of investments (2,491,488) (2,278,347) 39,499

FEMA grant revenues 458,782 191,808 -                     

Income from nonutil ity operations 2,076,492 1,338,773 14,968,126

Deferral of costs to be recovered from future revenues -                     -                     698,009

Total non-operating revenues 20,438,199 11,027,384 23,159,917

Total revenues 441,661,686 425,082,926 498,319,243

Operating Expenses:

Fuel (119,783,385) (143,804,114) (171,947,118)

Purchased Power-net (78,339,797) (44,525,854) (80,171,737)

Depreciation (69,673,894) (67,953,588) (68,138,608)

Operations (55,939,972) (46,841,448) (46,102,751)

Maintenance (30,436,172) (34,068,198) (36,992,566)

Administrative and general (16,048,057) (13,201,268) (15,530,402)

Total operating expenses (370,221,277) (350,394,470) (418,883,182)

Non-Operating Expenses:

Interest expense (50,991,904) (52,576,879) (42,802,762)

Amortization of debt discount and expense (8,276,662) (889,092) (2,824,504)

Amortization of bond premium 3,993,414 2,853,637 1,254,865

Recovery of cost to be recovered -                     -                     (13,307,248)

Total non-operating expenses (55,275,152) (50,612,334) (57,679,649)

Total expenses (425,496,429) (401,006,804) (476,562,831)

Capital Contributions and Extraordinary Items:

Loss on disposition of railcars (8,049,453)

OEM Award Revenue 1,470,730 -                     -                     
Restoration of impaired assets (40,595,768) -                     -                     
Insurance recoveries net of impairment loss 34,393,572 -                     -                     

Net increase in net position 3,384,338 24,076,122 21,756,412

Net Position - Beginning of year 594,503,372    584,740,878 562,984,466

Adoption of new accounting standard (see Note 1) -                     (14,313,628) -                     

Net Position - Beginning of year, as restated 594,503,372    570,427,250 562,984,466

Net Position - End of year 597,887,710$  594,503,372$  584,740,878$  
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scheduled to be fully operational for the summer of 2017. Current estimates of damage to the turbine-generator and 
auxiliary systems approximate $175 million; however, the Authority is fully insured and expects to be made whole by its 
insurer. Costs to the Authority are expected to be materially limited to the $1.3 million insurance policy deductible.   
 
Two main events drove the results for the Authority in 2016. First, the previously mentioned fire at the GREC. See further 
discussion in Operating Results. Second, in November 2016, the Authority issued $496.4 million in revenue bonds, refunding 
existing debt and capitalizing on the opportunity for lower interest rates. The most significant changes of fiscal year 2015 
related to the spending of bond proceeds for generation and transmission assets.   
 
GRDA is a member of the Southwest Power Pool (SPP) Regional Transmission Organization (RTO). On March 1, 2014, the 
SPP launched an Integrated Marketplace. Participation in the SPP market and lower natural gas prices saved GRDA 
customers significant money during both 2015 and 2016. Although there were shifts in consumption among customer 
categories, the overall level of sales has risen slightly over prior years. 
 
In 2015, GRDA implemented a new Governmental Accounting Standards Board (GASB) pronouncement number 68 
Accounting and Financial Reporting for Pensions, as amended by GASB 71 Pension Transition for Contributions Made 
Subsequent to the Measurement Date that required the restatement of opening net position for 2015. See Note 7 to Financial 
Statements, Retirement Plans, Postretirement, and Other Employee Benefits for the impact to the Authority. 
 
The financial results are discussed in the following paragraphs and reflect the financial impact of the highlights mentioned. 
 

Net Position 
The Net Position increased by $3.4 million or 1% in 2016 following a $9.8 million or 2% increase in 2015. The increase in Net 
Position for 2016 was heavily influenced by the funding of a Rate Stabilization Account, which reduced current year revenue 
by deferring it to future years. This subsequently reduced the impact to Net Position by $21 million. See further discussion 
regarding the Rate Stabilization Account under “Operating Revenues.” GRDA’s industrial load increased in 2015 and again in 
2016. Record-setting rainfalls in late 2015 in Oklahoma produced extra hydroelectric energy that found sales opportunities 
in the SPP Integrated Marketplace. The Authority continues to sell slightly more energy than in the previous years.  
 
Total Assets decreased by $56.1 million or 3% in 2016 after increasing by $40.8 million or 2% in 2015. The 2016 decrease 
is related to the $293.5 million reduction in Restricted Investments caused by the spending of construction funds for both 
2016 and 2015 construction activities. This is offset by the $79.5 million increase in Current Assets and $164 million 
increase in Net Utility Plant. The 2015 increase is mostly attributable to capital generation and transmission assets being 
paid for by restricted construction accounts and by current year revenues. The 2015 $204.6 million increase in Net Utility 
Plant was offset by a $141 million reduction in Noncurrent Investments and a $22.2 million decrease in Current Assets. 
 
The Net Utility Plant increase of $164.0 million was a 15% escalation over 2015. This followed a similar growth of $204.6 
million or 23% in 2015.  The installation of a forced-air fabric filter on GREC 2 and the payment of significant milestones 
toward the construction of GREC 3 accounted for the majority of the $404.5 million of capital additions in 2016, as well as 
the $274.5 million of additions in 2015. The 2016 additions were offset by depreciation expense of $69.7 million and 
retirements of $40.2 million, while the 2015 additions were offset by depreciation expense of $68.0 million and retirements 
totaling $41.9 million. The Authority utilized approximately $24.7 million and $31.0 million in current year revenues to pay 
for total capital additions in 2016 and 2015, respectively. The remainder of the capital additions were paid by unexpended 
bond proceeds in the restricted construction accounts. In 2016, the disposition of a railcar set caused an extraordinary loss 
on the disposition of $8.0 million. More detailed information about changes in Net Utility Plant is presented in Note 4 to 
Financial Statements, Utility Plant. 
 
Current Assets increased by $79.5 million or 42% after decreasing by $22.2 million or 11% during 2015. Current Cash and 
Cash Equivalents increased by $61.0 million in 2016 following a 2015 decrease of $31.0 million. The 2016 increase is primarily 
due to the timing associated with replenishment of cash in the General Reserve Fund from the restricted construction funds. In 
January and February of 2016, $62.8 million of reimbursements for capital expenditures was replenished, accounting for the 
majority of the 2016 increase. This activity is also the biggest driver for the lower than average balance of Cash and Cash 
Equivalents as of December 31, 2015. Additionally for 2016, there was an increase in Accounts Receivable due to a combination 
of an outstanding Federal Emergency Management Agency (FEMA) claim related to the December 2015 flooding and the 
amounts not yet approved to be reimbursed to the Authority by the insurance carrier for the July 2016 fire at GREC.   
 
Receivables for under recovered fuel costs contributed $10.6 million to the increase in Current Assets. This is in contrast to 2015, 
when the Authority reported a $26.5 million payable for over recovered fuel costs. Another offsetting impact for 2016 to Current 
Assets was coal inventories, reflected in fuel stock, were depleted by $6.5 million or 14% due to the stoppage of all receipts of coal 
in the latter half of the year under the force majeure provisions of the Authority’s coal contract in response to the GREC fire. 
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Restricted Investments decreased by $293.5 million or 49% in 2016 after decreasing $141.0 million or 19% in 2015. The 
2016 decrease relates to a diminution in funds due to the $37.5 million contribution of equity towards the 2016 bond 
refunding and the use of the construction funds for capital project expenditures. A similar 2015 decrease of $190.2 million 
also resulted from construction funds used to fund capital projects.  
 
The Authority’s revenue bond issue in 2016 under its increased rating resulted in substantial savings for the Authority’s 
ratepayers. The Series 2016 Bonds were issued to refund portions of the Authority’s outstanding revenue bonds while interest 
rates were at levels that created that savings and to finance certain costs of the issuance. Portions of the Authority’s Series 
2008A and Series 2010A and all of the Authority’s Series 2014C (Federally Taxable) bonds were refunded in this transaction. 
  
Additional information about the Restricted Investments is presented in Note 2 to Financial Statements, Deposits and 
Investments. Restricted Assets are discussed later in more detail in the Significant Assets and Debt Administration section. 
 
Noncurrent Prepaid Assets decreased $5.7 million in 2016 due to the 2016 Bond refunding requiring the expense of prepaid 
bond insurance from previous bond issuances. In 2015, Noncurrent Prepaid Assets were relatively stable, decreasing only 
$629 thousand.  
 
Current Liabilities decreased by $17.2 million or 13% after increasing by $49.0 million or 61% in 2015. Accounts Payable 
and Accrued Liabilities decreased $9.2 million or 12% in 2016 after an increase of $21.7 million or 41% in 2015. The 2015 
increase is attributable to the significant capital work for GREC 2 and GREC 3 in late Fall 2015. The 2016 decrease in 
Accounts Payable and Accrued Liabilities was due to the substantial completion of the projects at GREC 2 in December 
2015. There was also $13.1 million of Accounts Payable at the end of 2015 related to the construction of GREC 3 that was 
paid in early 2016. Unearned Revenue Related to Insurance Proceeds also offsets the 2016 decrease in Current Liabilities in 
the amount of $17.9 million. As part of the process for payment to the Authority for reimbursable expenditures related to the 
fire, the insurance carrier has agreed to deposit with GRDA advances in a restricted account to be used to replenish cash 
following approval of such expenditures by the insurance company. The balance of the amount unearned by the Authority 
at the end of 2016 is presented here.  
 

The payable for Over Recovered Fuel Costs in 2015 accounted for $26.5 million or 54% of the 2015 increase as the balance 
shifted from a 2014 receivable for Under Recovered Fuel Costs. For 2016, this has shifted back to a receivable of $10.6 

million, as previously discussed.  
 
Noncurrent Liabilities, which consist of the long-term obligations for revenue bonds outstanding, decreased by $23.1 million 

or 2% in 2016 after a $19.0 million or 2% decrease in 2015. The entirety of the 2015 decrease and $23.8 million of the 2016 

decrease are attributable to payments of principal on outstanding debt. The remainder of the 2016 decrease is due to 

reductions in Bonds Payable related to the Series 2016 Bond refunding. This was offset by a $15.6 million increase in Net 

Pension Liability included in Other Noncurrent Liabilities. Additional details about bonds outstanding are presented in Note 
6 to Financial Statements, Bonds Payable.  
 
Unrestricted Net Position, which represents the part of net position used to finance day-to-day operations without constraints 
established by debt covenants, enabling legislation, or other legal agreements, increased by $55.3 million or 24% after decreasing 
by $27.9 million or 11% in 2015. The increase in Deferred Inflows of Resources of $24.9 million offset by a net $16.0 million 
decrease in under/over-recovered fuel costs. The 2015 decrease in Unrestricted Net Position is mainly due to the use of current 
year revenues to pay for a portion of the capital additions. In 2015, approximately $31.0 million of capital improvements were 
funded by current revenues. Net Investment in Capital Assets decreased by $73.1 million or 21% in 2016 following a 2015 
increase of $39.9 million or 13% as the Authority continued to progress on the capital asset additions as planned. 
 

OPERATING RESULTS 
The Authority has owned and operated clean, renewable generation since the original construction of the Pensacola Dam in 
1940. Additional hydroelectric generation was added in the 1960’s and 1970’s. In the 1980’s, coal–fired generation became 
the primary generation source. Few changes were made to the generation resource mix until 2008, when the Authority jointly 
purchased Redbud, a natural gas, combined-cycle generation plant. Wind purchase agreements supplement the owned 
resources. GRDA continues to focus on developing a greener generation portfolio with sufficient transmission and appropriate 
customer contracts to support the bonds, which finance the assets. The Authority’s heightened awareness on the future has 
driven the asset changes during 2016 and 2015, all while operating these assets in a new Integrated Marketplace. 

 
It is a testament to the resiliency of the Authority that operating and financial results remained positive in 2016 following 
a likewise positive year in 2015. The Authority continually fine-tunes the role of its various generating units in SPP’s 
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Integrated Marketplace, providing more 
financial certainty. The graph titled 
“Pensacola Dam and Robert S. Kerr 
Dam Generation (MWh)” compares the 
monthly generation for the last three 
years to the average of the last ten years’ 
generation. Essentially, SPP is 
scheduling the dispatch of GRDA’s 
plants, post-market implementation, 
similarly to how the plants were 
historically dispatched by GRDA 
operators prior to March 1, 2014. Water 
inflows dictate the level of generation 
reflected in this graph. These 
conventional hydro units have licenses 
issued by Federal Energy Regulatory 
Commission (FERC) with daily lake 
level rule curves so they function much 
like run-of-the-river units. While the 
2016 generating trend followed closely 
to the ten-year average, represented by 
the light purple shading, in November 
and December of 2015, GRDA’s lakes 

reached near-record levels due to heavy amounts of rainfall, accounting for the atypical spike in generation at the end of 2015. 
 
The role of the Salina Pumped Storage Project (SPSP) shifts over time. The graph labeled “Salina Pumped Storage Project 

Generation (MWh)” reflects the trends in pumped-storage hydro generation. It has always played a significant role in 

reliability and regulation. The Authority is continuing to evaluate the role of SPSP in the Integrated Marketplace, with 

particular consideration given to the number of starts and stops versus the wear on the units from such operation. Ancillary 

services, especially the ability to regulate around wind and solar are valuable since the plant functions as a utility scale 

battery storing energy in the form of pumped water and releasing the energy when wind and solar are unavailable.  

 

The graph titled “Net Purchased Power (MWh)” depicts the Authority’s hourly net purchases of energy from the Integrated 

Marketplace. As is evidenced by the comparison of 2016 versus the ten-year average in the light purple shaded area, 

purchases of power are trending upward. The continuation of low natural gas prices and the growth of wind resources into 
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SPP have both resulted in the availability of low-priced market energy. This is one of the most advantageous benefits of SPP 

membership in that the Authority’s customers benefit from the lowest possible energy prices. The Authority’s need to replace 

base-load generation from GREC 2 due to the 2015 outage for emissions upgrades and the 2016 fire-related impairment has 

also influenced the purchases of power.  

 

Since 2013, the Authority’s resources have included wind through a 20 year purchased power agreement for a portion of the 

generation from the Canadian Hills Wind Project. Two other wind projects were added under similar purchased power 

agreements in 2015. The Breckinridge Wind and Kay Wind projects were commercially available by the end of 2015. The 

energy is recorded as purchased power. The wind purchase agreements provide a hedge against possible increases in fuel 

costs in future years. A fourth wind resource, Red Dirt Wind Project, is expected to be operational in late 2017. See the graph 

titled “Firm Wind Purchased Power (MWh)” for the year over year comparison. 

 

Finally, sales into the spot market were less than 1% of Total Operating Revenues in 2016 and just 2% in 2015. The Authority 

does not rely on significant spot sales revenues to meet its payment obligations or debt coverage requirements  
 
As demonstrated by the graph titled “Coal (MWh)”, the generation for coal was substantially lower the second half of 2016 
due to the outage caused by the July fire and for November and December of 2015 as GREC 2 was off-line for the completion 
of the air quality control upgrades previously discussed. 

 
The graphs titled “Natural Gas (MWh)” and “Coal (MWh)” reflect the base load generation resources used to meet the 
majority of customers’ loads. As the graph titled “Natural Gas (MWh)” indicates, there was a scheduled electrical outage in 
April of 2015, while inspection requirements within the Long Term Service Agreement required alternating units to be 
offline in March and October 2016.  

 
GRDA’s capital program includes the 
construction of a nominal 495 MW 
combined-cycle gas unit, GREC 3. It is 
under construction and expected to be 
producing power on or before mid-
2017. To comply with Environmental 
Protection Agency (EPA) air quality 
standards prior to April 16, 2016, 
environmental upgrades to GREC 2 
were substantially completed during 
the fall 2015 outage. The Authority 
filed a request with EPA for an 
Administrative Order (AO) in 
February 2015 for a one-year 
extension for compliance with the 
Mercury and Air Toxics Standards 
(MATS) Rule for GREC 1. The 
extension was originally needed to 
ensure GRDA could meet SPP 
capacity reserve margins until GREC 
3 became operational. The Authority 
was initially granted the AO to operate 
GREC 1 at an annual capacity factor of 
not to exceed 50% until April 2017; 

however, the GREC 2 fire resulted in an even greater need for this extension. On September 14, 2016, the Authority was 
granted an amendment to the AO for GREC 1, allowing generation at an annual capacity factor of not to exceed 80% 
during the period from April 16, 2016, through April 15, 2017.   
 

The graphs titled “2015 and 2016 Energy Resources and Usage” indicate the extent to which GRDA relies on coal and 

natural gas generation to meet the customers’ load needs. The availability of adequate generation capacity, along with a 

reliable transmission system and firm customer contracts, ultimately drive the operating and financial results. The 2016 

graphs reflect the decrease in the Authority’s coal generation and the increase in Purchased Power as well as the increase 

in wind generating resources. The 2015 graphs show that the energy from the hydroelectric inflows were well-timed as 

they were able to supplement the higher consumption needs across the summer. As the inflows tapered off, the output 
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from the new wind generation phased into production. The graphs also depict one of the most telling stories of both 2016 

and 2015 as the lower natural gas prices and influx of wind have driven the economic purchases of energy from the 

Integrated Marketplace. 

 

The Authority has a balanced portfolio of generation options providing diversity and an experienced team in power marketing 

that uses those resources to minimize risks and provide resiliency for the Authority. 

 

OPERATING INCOME 
Operating Income decreased $12.7 million or 20% following a 2015 increase of $7.4 million or 13%. The major contributor 

to this decrease was the funding of a Rate Stabilization Account, which reclassified $21.0 million of current year revenues 

to a deferred inflow. This deferred inflow can be drawn in future periods to aid the Authority in mitigating future rate 

increases.  Operating Revenues for 2016 were slightly higher than those in 2015, increasing by $7.2 million or 2%. This is 

in contrast to the 2015 decrease of $61.1 million or 13%. Other Operating Revenues includes base transmission plant costs 

recovered through the SPP’s administration of the transmission tariffs. Operating Revenues include Sales of Power which 

have shown steady increases in industrial customer growth. Additionally, Other Non-operating Revenues increased $9.4 

million or 85% in 2016 after decreasing $12.1 million or 52% in 2015. Non-operating Revenues primarily included 

Investment Income, as is customary. It also includes the first six months of the impact of the merger with OSRC, which had 

an insignificant effect to the Authority.   

 

Operating Expenses increased in 2016 by $19.8 million or 6% following a significant decrease of $68.5 million or 16% in 

2015. An increase of Purchased Power of $33.8 million or 76% offset by a decrease of $24.0 million or 17% of Fuel drove 

the 2016 increase in Operating Expenses. Due to lower natural gas prices and the fall outage at GREC 2, reductions in Fuel 

costs accounted for $28.1 million of the 2015 Operating Expense decrease. Purchased Power also decreased in 2015 by $35.6 

million. Operations and Maintenance Expenses have stayed relatively consistent over the last few years, only increasing $5.5 

million or 7% after decreasing $2.2 million or 3% in 2015. 

 

The graph labeled “Operating Income (thousands)” indicates both operating revenues and operating expenses, and the 
difference in the column height and the shaded area reflects operating income. Operating Revenues are combined with other 
Non-operating Revenues, primarily interest and investment income, to pay the Authority’s expenses. The spike in 2014 was 
due to the inclusion of $12.7 million contributions in aid of construction in Other Non-operating Revenues. As can be seen 

2015 and 2016 Energy Resources and Usage 
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in the “Change in Net Position (thousands)” graph to the right of the “Operating Income (thousands)” graph, revenues have 
consistently exceeded expenses.  
 
The third graph, labeled “Revenue Sources, Payment Types (thousands),” shows the extent to which Sales of Power, which 
includes the revenue sources labeled “Power Sales” and the “PCA”, provide the majority of money to repay GRDA’s debt 
and cover operating costs. 
 
While the first two graphs reflect the income statement amounts, the third graph includes the debt payments, principal  
and interest recovered through the Authority’s rates. GRDA’s rate structure is based on a cost- of-service approach, of 
which fuel and purchased power, debt service and other operating expenses are the principal components. The difference 
in the column heights and the shaded area of the third graph reflects the source of funds, 
other than bond proceeds, reinvested in the system. The sources and uses of funds, 
which are not included in the basic financial statements, are further shown in a table 
calculating Debt Service coverage included in the Statistical Section of the Authority’s 
Comprehensive Annual Financial Report each year. The graph also reflects a key shift 
in the cost structure as debt becomes a smaller component of GRDA’s annual revenue 
requirements and fuel and purchased power become larger components. 
 

OPERATING REVENUES 
The Authority experienced slight increases in sales in both 2016 and 2015. The 2016 
Operating Revenues increased by $7.2 million or 2%; however, the Operating Revenues 
decreased $61.1 million or 13% in 2015. A base rate increase of an average of 3.75% was 
effective January 1, 2016, accounting for the increase in Operating Revenues. Though 2015 
Operating Revenues decreased, it was offset with corresponding decreases in Operating 
Expenses in the form of fuel and purchased power expenses, resulting in a positive 
cumulative effect. This decrease in fuel and purchased power expense flows back through 
the customers’ PCA and results in more affordable electric rates. The 2015 decrease is 
entirely attributable to the decrease in Sales of Power due, largely, to the decrease in natural 
gas prices and lower purchased power cost throughout the year. The graph titled “Average 
Customer Rates (Cents per kWh)” compares customer rates with and without the PCA. 
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The trend in customer sales by category can be seen in the 
graph titled “Sales and Resources (thousand MWh).” It is 
important to note that sales continue to trend upward. The 
graph also compares GRDA’s customer sales mix and 
generation resources over the past five years. The growth 
in Industrial sales over the last few years is noticeable as 
Google has increased load in the MidAmerica Industrial 
Park. As a result, through wholesale contracts, directly or 
indirectly, GRDA electricity reaches some portion of 75 
of Oklahoma’s 77 counties. 
 
The Authority is empowered to set rates as necessary to 
provide for operating expenses and debt service 
payments. When deemed necessary by the Board of 
Directors, rates can be raised after Board approval by 
providing at least 60 days’ notice to the Authority’s 
customers. By statute, the Authority is a self-regulated 
entity, and its rates do not come under the jurisdiction of 
the Oklahoma Corporation Commission. The rates 
charged by the Authority for the sale of electric power 
and energy are not currently regulated by FERC or any 
other state or federal authority, although the Authority participates in the SPP regional transmission tariffs. 
 
Oklahoma law requires the Authority to maintain rates which are sufficient to produce adequate revenues to fulfill the 
obligations of the Authority. These obligations include payment of all maintenance and operation expenses, interest and 
principal of all bonds, sinking fund and/or reserve fund payments agreed to be made in respect of any such bonds, and any 
other obligations or agreements made with the holder of such bonds and/or with any person on behalf of such holder. The 
Authority agreed with its customers to not adopt or charge excess rates and to ensure rates will be applied to all customers 
served under the same Rate Schedules at the same service level in a reasonable and not unduly discriminatory manner. 
 
The customer contracts provide for customers and the Authority to work together to prepare a 10-year forecast. The Authority 
is to establish a rate stabilization fund for any unrestricted cash balances in excess of the greater of $150 million or six 
months operating expenses, as determined by the Authority, to offset or defer future rate increases. The Authority reached 
this milestone for the first time for the year ending December 31, 2016, funding this Rate Stabilization Account with a total 
of $21 million. While this action reduced current year income, as previously discussed, this a testament to the overall 
financial health and resiliency of the Authority. 
 
The Authority’s rates have three main components: capacity, energy, and a PCA. The amount of the rate is dependent upon 
the level of service for which the customer has contracted: generation bus, transmission, primary distribution, or distribution. 
 
The PCA is an adjustment mechanism that allows the Authority to make adjustments in revenue collections from 
municipal, industrial, cooperative and off-system firm customers to recover variations between estimated and actual fuel 
and purchased power costs incurred by the Authority. Historically, the PCA was revised twice a year; effective July 1, 
2013, the Authority began calculating the PCA monthly to reduce the volatility to customers and to allow for a more 
timely recovery of fuel and purchased power costs. The Authority’s base rate is currently calculated using 23 mills as  the 
estimated power costs (fuel costs and purchased power) over a 12-month rolling period. The cumulative difference 
between the actual fuel costs and the 23 mill base fuel rate is adjusted to reflect the actual costs of fuel used in production. 
The customer rates then reflect this adjustment. All contract sales are subject to the PCA except for the GREC 2 output 
contract with OMPA, which is cost based, and any spot-market, short-term sales. The revenues also reflect an accrual of 
any over or under-collected fuel cost. GRDA collected $29.6 million through the PCA during 2015 while refunding $45.4 
million to customers in 2016. Approximately $10.6 million in fuel and purchased power costs were under-recovered on 
December 31, 2016, while $26.5 million were over-recovered at the end of 2015. 
 
GRDA supplements the capital generation assets with capacity purchases from municipal customers Coffeyville, Cushing 
and Stillwater, which own generation. GRDA has amended its contracts with Coffeyville and Stillwater to allow them to 
replace older steam generators with highly efficient reciprocating engine natural gas powered plants. Stillwater’s upgraded 
generation was commercially operational in July of 2016, and capacity was purchased by the Authority at that time. While 
Coffeyville’s upgraded generation was also completed in December 2016, the Authority did not purchase capacity from 
these units until January 2017. The customers have all-requirement contracts with GRDA, and GRDA offers their generation 

Sales and Resources (thousand MWh) 
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into the SPP Integrated Marketplace. Additionally, the Authority has 247 MWs of wind generation through purchased power 
agreements as of the end of December 2016, with an additional 140 MWs expected to be producing energy in 2017. GRDA 
has adequate capacity and does not currently need to purchase additional capacity from the market. 
 
In 2014, the Authority formalized its Risk Management Policies and Energy Hedging Programs. The Board of Directors is 
responsible for an overall understanding of risks and the Risk Oversight Committee is responsible for primary operational risk 
oversight and implementation of the risk policies. The purpose of the energy hedging program is to manage market volatility 
and evaluate credit quality of counterparties. As of the end of 2016, GRDA’s contracts did not have hedging derivative 
instrument characteristics. At December 31, 2016, GRDA had purchased approximately 33% of the MMBtu’s of anticipated 
natural gas requirements for the Redbud Plant in 2017. No fuel purchases had been made for GREC 3 by December 31, 2016. 
 

OPERATING EXPENSES 
Operating Expenses for 2016 increased by $19.8 million or 6%. Though the increase in Purchased Power of $33.8 million 
or 76% was the main driver, this was offset by the $24.0 million or 17% decrease in Fuel expenses. Operation and 
Maintenance expenses also increased by $5.5 million or 7%.  This is due to a $1.3 million expense associated with the GREC 
fire that represents the deductible amount for the insurance claim, and GRDA’s 100% ownership of GREC 2 versus the 62% 
ownership of the same unit in 2015. As mentioned previously under Operating Income discussions, decreasing purchased 
power and fuel costs drove the decreases in Operating Expenses in 2015. While twenty-five years ago, debt was half the cost 
structure, today, approximately half of the annual revenue requirements is a combination of fuel and purchased power. More 
importantly, customers benefit directly by decreasing fuel and purchased power costs as any savings are passed through to 
them in the form of a reduced PCA. Alternatively, debt costs are recovered through the base customer charges. 
 
Coal and freight continue to be the largest operating expenses at the GREC, though coal fuel costs decreased by $18.0 
million in 2016 after a similar 
decrease of $17.0 million in 2015. 
As previously discussed, this 
decrease is due to GREC 2 being 
offline for both the latter half of 
2016 and in the fall of 2015. The 
graph titled “Cost of Fuel Burned 
(dollars per million Btu)” reflects 
the cost-per-million Btu of coal and 
natural gas while “Coal and 
Natural Gas Generation (thousand 
MWh)” compares the annual 
generation at the coal and natural 
gas plants. The middle graph 
depicts the cost of fuel burned per 
MWh from each fuel source which 
provides an indication of the extent 
that fuel costs impact the overall 
rate structure. Currently, fuel and 
purchased power costs account for 
approximately half of GRDA’s 
total average electricity price. 
 
While Depreciation Expense 
decreased slightly, less than 1%, in 2015, 2016 saw a return to a more typical upward trend with an increase of $1.7 
million or 3%. The Authority had seen, with the exception of 2015, a trend of increasing Depreciation Expense year after 
year as the total depreciable capital assets continued to climb.  
 
Also contributing to the Depreciation Expense increase was the November 2015 Board Audit Committee approval of a plan 
to accelerate depreciation on GREC 1 for all coal-related assets to be fully depreciated by April 2017. Other non-coal-related 
assets for GREC 1 were accelerated to be fully depreciated by 2030. The Audit Committee also approved the accelerated 
depreciation of all assets for GREC 2 to be fully depreciated by 2030. This will include the new assets being installed as part 
of the restoration of GREC 2 following the fire. 
 
The Authority owns its own transmission lines and substations. While originally designed to move generation to customer 
loads, the transmission system is now operated as part of the SPP RTO. Transmission of Electricity by Others, which is 
included as an Operating Expense, has increased as GRDA purchases more energy. 
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Historically, administrative and general costs included the settlement of claims, insurance deductibles, employee insurance 

premiums and post-retirement benefits. With the implementation of GASB 68, GRDA anticipates some variability of 

expenses in this area. The Statement has required current year contributions to be recorded as a reduction in the long-term 

pension liability rather than a current year expense and has introduced other variables to recognition of current year expense.  

 

SIGNIFICANT ASSETS AND DEBT ADMINISTRATION 
Capital Assets 
On November 15, 2016, the Authority issued Series 2016 Bonds to refund certain portions of the bonds from the Authority’s 

Series 2008A and Series 2010A Revenue Bonds and all of the Series 2014C Revenue Bonds. The purpose of the issuance 

was for savings, and no new money was borrowed, except to cover certain costs of the issuance. The Authority refunded 

approximately $591 million in par value of bonds and issued $496 million in par bonds 

for a debt reduction of approximately $95 million. The new bonds were sold with an all 

in cost of 2.72%. The present value savings to the Authority’s customers from this 

transaction was estimated to be approximately $69.5 million. By converting the variable 

rate bonds of the Series 2014C issue, GRDA was able to capture the low current interest 

rates and eliminate the rate increase risk in the future.  

 

Significant asset additions for 2016 were represented by the continuing progress toward 

the commissioning of GREC 3. The substantial completion of the GREC 2 

environmental upgrades and the rewind of the generator-stators at Salina Pumped 

Storage occurred during 2015.  

 

Additional lines and substations continue to be added or upgraded to meet the needs of 

new and growing customers, including the substation to serve GREC 3.  

 

As shown in the Utility Plant Note 4 to Financial Statements, the majority of Net Utility 

Plant consists of an economical mixture of renewable hydroelectric, coal and natural gas 

generation resources and a transmission system for the delivery of power and energy. 

The pie chart labeled “2016 Generation Capacity (MW)” reflects the fuel sources of 

GRDA’s 2016 generation capacity.  

 

As mentioned in Note 4, KAMO Electric previously owned a share of GREC 2. 

Associated Electric Cooperative (AECI) is KAMO’s power supplier and received 

KAMO’s portion of the power output from GREC 2 through December 31, 2015. In 

March 2016, GRDA and KAMO mediated a lawsuit regarding their participation agreement in GREC 2. The mediation 

resulted in GRDA obtaining a 100% interest in GREC 2 under certain terms and conditions, which have now been fulfilled. 

 

Restricted Assets 
The Authority’s bond resolutions require Debt Service Reserve Funds (DSRF) to be set aside. The General Bond 

Resolution No. 5107 requires the Debt Service Reserve account be equal to the “Maximum Aggregate Debt Service.”  

Upon issuance of the Series 2016 A and B Bonds, the Debt Service Reserve requirement was calculated to be $86.6 

million. In prior years, when the Authority had outstanding debt bearing interest at a variable rate, the calculation of the 

DSRF requirement included a variable rate assumption based on the smaller of the average one-month London Interbank 

Offered Rate (LIBOR) during the 12 full calendar months or during the 60 full calendar months immediately preceding 

the Closing Date of the bond issue transaction. Since the Authority refunded its variable rate debt in 2016, no such variable 

rate assumption is required in calculating the DSRF requirement. 

 

The Authority normally keeps an excess in restricted accounts to compensate for any unforeseen market value fluctuations 

of investments in the account. As of December 31, 2016, there was no excess deposit. As discussed further in the Note 2 

to Financial Statements, any excess balance in the Debt Service Reserve account is reflected as a restricted asset because 

bond proceeds were used to initially fund the account and carry associated restrictions on how the funds can be used.  

 

As the outstanding bonds have been maturing over the past few years, the annual debt requirements as well as the 

maximum aggregate debt service have declined. That has created excess deposits in the Debt Service Reserve account 

above the safety threshold. Excess debt service reserve deposits have been used to make bond principal payments.  In 

2016, $5.0 million was used as part of the Series 2016 Bond Refunding. No transfers were made in 2015.   
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The final restricted accounts for special purposes relate to wildlife mitigation pursuant to hydro licensing requirements. 

Each of the restrictions is discussed in further detail in Note 2 to Financial Statements, Deposits and Investments. The 

Authority has conservative investment requirements which protect against investment losses, although the yields earned 
on eligible investments reflect the reduced risk. The priority of the investment policies is to protect the deposits rather 

than earn speculative income. 

 

Regulatory Assets 
The Authority followed accounting of regulated operations in accordance with GASB 62, which requires utilities to match 

costs in the same period the revenues are collected. The regulatory asset consisted of the deferred interest costs related to the 
2002B capital appreciation bond issue. The balance in Cost to Be Recovered from Future Revenues included the cumulative 

deferral of interest expense net of any interest income earned on the 2002B Construction Fund Investments. At maturity on 

June 1, 2014, revenues paid the 2002B principal and cumulative interest and the deferred asset was amortized. The Authority 

no longer has any non-pension regulatory assets recorded. 
 

Deferred Inflows of Resources and Deferred Outflows of Resources 
The Authority followed accounting of regulated operations in accordance with GASB 62, which requires approval from 

the Board of Directors, as they represent the regulatory body for the Authority. Resolution 5307 was unanimously 

approved to defer revenues related to capital cost insurance recoveries received and recognize those revenues in the same 

periods as the assets funded by those insurance recoveries are depreciated. This resolution is intended to clarify and 

support the appropriate accounting treatment of the capital cost insurance recoveries and depreciation of assets for the 
GREC fire. The total revenue deferred and recognized as part of a Deferred Inflow of Resources Related to Deferred 

Revenues for 2016 was $7.5 million. The additional $21.0 million presented in Deferred Inflows Related to Regulated 

Operations represents the funding of the Rate Stabilization Account, discussed previously. See Note 5 to Financial 

Statements, Cost to be Recovered from Future Revenues. 
 

The Deferred Outflows Related to Loss on Reacquired Debt of $29.6 million was created by the Series 2016 Bond issuance 
and will be amortized over the life of the associated debt. 
 

As has been noted, the Authority was required to implement GASB 68 Accounting and Financial Reporting for Pensions, 
as amended by GASB 71 Pension Transition for Contributions Made Subsequent to the Measurement Date. This 

implementation created both Deferred Inflows and Outflows of Resources for the Authority. The implementation created 

Deferred Outflows of Resources totaling $3.2 million as well as $4.2 million of Deferred Inflows of resources for 2015. The 

Deferred Outflows of Resources totaled $17.8 million and $588 thousand of Deferred Inflows of resources for 2016. These 
amounts represent the Differences in Experience, Differences in Assumption and Investment Gain/Deficit from the actuarial 

studies performed on both the OPERS and OLERS defined benefit plans. See Note 7 to Financial Statements, Retirement 

Plans, Postretirement, and Other Employee Benefits. 
 

Long-Term Debt 
The year 2015 marked the complete expenditure of the 2008 and 2010 bonds series construction funds deposits. The 

Authority can’t mortgage or pledge any assets for the repayment of debt. Instead, the bonds issued are revenue bonds, 

with the future revenues of GRDA’s entire electric system pledged to repay bondholders. However, since the only assets 

that have had bonds issued to finance them relate to the purchase of the Redbud plant in 2008 and generation and 

transmission assets or other properties added since that time, the amount of equity the Authority has in its system 

compared to debt is more favorable than in previous decades. As a result, GRDA is better able to offer affordable power 

to its customers and enables the communities it serves to provide an incentive for businesses to locate in Oklahoma.  
 

The Authority currently has four construction accounts. In 2015 all construction funds deposited from the original $518.2 

million 2008 bond proceeds were fully expended. Additionally, in 2015 all construction funds deposited from the original 

$216.8 million 2010 bond proceeds were also fully expended. The 2014 bond proceeds were deposited into two accounts: 

one for taxable and one for tax-exempt proceeds. Disbursements for the construction projects are initially paid from revenue 

funds. Requests for reimbursements are then submitted to the trustee, and monies are transferred from the construction 

project accounts to operating and revenue accounts. At the end of 2016, $60.8 million of the combined $445.8 million deposit 

from the 2014 bond series remained in the construction accounts, while $328.4 million remained at the end of 2015.  

 

Part of the reason GRDA’s capital financing is so affordable is the way the revenue bonds have been structured. The 2010 

bonds were issued to mature beginning in 2015 through 2040, and the 2014 bonds were issued with principal payments 

beginning in 2018 and increasing through maturity on June 1, 2039. The 2016 bonds were issued to mature beginning in 
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2019 through 2039. The 2016 bonds refunded 

portions of the 2008 bonds that were to mature 

in 2018 through 2033 and refunded portions of 

the 2010 bonds that were to mature in 2025 

through 2030.  

 

The graph “Future Debt Service Depicting 

Principal and Interest (thousands)” provides 

an indication of how much principal and 

interest are due each year until all currently 

outstanding bonds mature in 2040. The 

graph distinguishes between the matured 

bonds and the currently outstanding issues. 

The most important aspect of the graph is 

that it visually depicts the magnitude of how 

much lower debt service requirements are 

now than they were just a few years ago. 

 

As indicated in Note 6 to Financial Statements, 

Bonds Payable, GRDA makes monthly sinking 

fund payments to the bond trustee, which are 

reflected as Current Investments “Restricted for 

Bond Service.” The bondholders are then paid annual principal payments on June 1 and semi-annual interest payments on 

December 1 and June 1 of each year. 

 

The 2008A tax-exempt bonds maturing on and after June 1, 2019, are subject to early redemption on or after June 1, 2018. 

In 2016, $481.8 million of the 2008A tax-exempt bonds were advance refunded with the 2016 refunding issue. The 2010A 

tax-exempt bonds maturing on and after June 1, 2021, are subject to early redemption on or after June 1, 2020. In 2016, 

$44.2 million of the 2010A tax-exempt bonds were advance refunded with the 2016 refunding issue. The 2014A & 2014B 

bonds maturing on and after June 1, 2025, shall be subject to redemption prior to maturity on or after June 1, 2024. The 

2016A & 2016B bonds maturing on and after June 1, 2027, shall be subject to redemption prior to maturity on or after 

December 1, 2026. In conjunction with the bonds, the Authority has made certain covenants and must file continuing 

disclosures with bond repositories. 

 

Two of the three credit rating agencies upgraded GRDA’s bond ratings prior to the issuance of the 2016 revenue bonds. 

Fitch upgraded the Authority from A to A+ and revised the rating outlook to Stable from Positive due to sustained financial 

performance, diversified and ample power supply and a mixed customer base with long-term contracts. S&P also raised 

GRDA’s rating from A+ to AA- in October 2016, with a stable outlook due to improving financial metrics, including 

fixed-charge coverage and liquidity, lack of additional bond issuance plans, and declining reliance on coal-fired 

generation. Moody’s assigned an A1 rating to the 2016 bond series as well as affirmed the Authority’s A1 rating on 

outstanding bonds and affirmed the Authority’s rating outlook is stable. 

 

The Authority has engaged Public Financial Management (PFM) to represent it as financial advisor to meet current and 

long-term operations and capital financing needs and render assistance with respect to debt transactions. PFM is acting 

as the Authority’s Independent Municipal Advisor, as defined by the U.S. Securities  and Exchange Commission in 

connection with all general capital markets activity. The Authority continually evaluates future refunding opportunities.   

 

CHANGE IN FINANCIAL POSITION 
Over the last few years, the Authority’s financial metrics have improved significantly. While liquidity had always been 

good, debt service coverage improved significantly as older debt was retired. At the same time, the Authority improved 

its revenue stream and worked to control risks, as well as secured the internal infrastructure. While risks with large 

financial impacts were prioritized and tackled first, risks such as the revenue stream, flooding mitigation, fuel supply, 

optimizing adequacy of generation supply with contracted customer loads, reliable transmission,  and compliance and 

safety were also at the forefront. Through this, a goal driven, customer-focused utility with sustainable policies has 

emerged. The business experience and oversight of the Authority’s Board of Directors ensure that GRDA’s success 

continues and plans are implemented efficiently and effectively. 
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As the state of Oklahoma faced budget shortfalls, the last few years have been filled with political questions regarding the 
role the Authority should play in the future. GRDA continues to engage in an educational mission to ensure legislators are 
informed of the many positive impacts GRDA has on Oklahoma and its communities. The Authority is humbled and further 
motivated by the active support of its customers, both municipal and industrial, with this effort. 
 
Municipal customers provide financial security with long-term contracts, enabling better future load projections. Long-term 
revenue projections are also more reliable as many of the all-requirements contracts with the municipal customers run two 
years longer than any outstanding debt. Additionally, relationships with WFEC and OMPA provide firm sales and 
diversification throughout the state of Oklahoma. Consistent with other off-system firm sales, these contracts provide certain 
take-or-pay provisions. 
 
The Authority was and continues to be very proud of Google’s announcement of the continued expansion of its facilities in 
Mayes County. The Authority is Google’s local utility provider. Google has already built a four-story data center in the 
MidAmerica Industrial park. Its press release in September of 2016 stated that Google’s investment in Oklahoma will reach 
$2 billion by 2018. The Authority is positioned to support Google’s growth in the community.  
 
The 2016 and 2015 calendar years were marked by the Authority’s pledge of excellence by carrying through with the 

2014 commitments to upgrade and construct generation and transmission assets. The 2016 year ended with excellent debt 
service coverage and significant progress on the construction projects, all under the umbrella of daily financial cash 

management and compliance oversight of the construction payment process.  

 

ECONOMIC OUTLOOK 
GRDA has a positive economic outlook due to sound financial and operational fundamentals and great customer 
relationships. GRDA’s rates are competitive, and ten-year financial projections indicate they will remain that way. The 
customers GRDA serves under take-and-pay contracts are more diverse and service oriented than the state as a whole, so 
they don’t experience the upswings and downswings associated with oil and gas prices to the extent the rest of the state does. 
Other customers who take power off-system are served under take-or-pay contracts, so the revenue stream is even more 
predictable and secure.  
 
GRDA has a comprehensive generation plan.  Air quality upgrades were essentially complete on GREC 2 at the end of 
2015. The previously discussed acquired administrative order will allow GRDA to operate GREC 1 until April 2017 as a coal-
fired generating unit.  Finally, the construction of GREC 3, the combined-cycle gas plant with the M501J turbine, is proceeding 
as planned. GREC 3 will bring a highly efficient and reliable power resource into the generation mix.  GRDA and its customers 
continue to work on rate designs to make sure the structure fully recovers costs in the most appropriate components.  
 
While Net Income appears to be minimal for 2016, the contribution of $21 million to the Rate Stabilization Account skews 
that metric from telling the truly successful story of the Authority’s year. GRDA’s financial metrics have continued to 
improve over the last several years. 
 
The Authority and its customers continue to work to educate end users regarding the connection between efficiency and 
affordability as the Integrated Marketplace and technology impact what end users expect from their electricity providers. 
The longer that the construction of the next base load generating unit can be delayed by the smarter use of energy and demand 
by end users, the larger the benefit will be to Oklahoma’s economy and environment. 
 
GRDA has positioned itself to do for the next several decades what it has been proudly doing for the past 81 years. The 
Authority protects the waters of the Grand River and the environments associated with it and uses Oklahoma’s natural water 
and wind resources to generate electricity. The Authority meets customers’ needs and environmental mandates with new 
generation like the combined-cycle natural gas plant. Investments in upgrades to GREC 2 ensured it would meet 
environmental standards. The diversity in GRDA’s generation plants allows management of risks, and the system is backed 
by a robust transmission system. The Authority has a favorable economic outlook because its electric system profile has 
low-debt costs, strong customer support, and coordinated resource planning.  
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
This report is intended to provide our customers, bondholders, citizens of the state of Oklahoma, and other interested parties 
with a general overview of GRDA’s financial position, results of operations, and to demonstrate accountability for the 
revenues GRDA receives. 
 
Questions about this report or requests for additional financial information should be directed to the Authority at: Grand 
River Dam Authority, PO Box 409, 226 West Dwain Willis Avenue, Vinita, OK 74301-0409. 
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GRAND RIVER DAM AUTHORITY
(A Component Unit of the State of Oklahoma)

STATEMENTS OF NET POSITION
AS OF DECEMBER 31, 2016 AND 2015

2016 2015

ASSETS:

  Current assets:

    Cash and cash equivalents—general operating account 64,177,371$      3,155,004$        

    Investments 51,491,935        48,209,009        

    Accounts receivable—net 54,717,021        46,823,133        

    Accrued interest receivable 3,398,181          2,793,161          

    Fuel stock 38,339,118        44,806,070        

    Materials and supplies 40,703,084        38,025,784        

    Under recovered fuel costs 10,556,106        -                         
    Prepaid assets 3,476,649          3,581,915          

           Total current assets 266,859,465      187,394,076      

  Noncurrent assets:

    Investments 305,533,763      599,081,087      

    Prepaid assets 4,440,000          10,110,924        

    Net utility plant:

      Nondepreciable—at original cost 478,677,699      305,044,027      

      Depreciable—at original cost, less depreciation 765,984,135      775,581,717      
    Other noncurrent assets 146,150             550,086             
           
           Total noncurrent assets 1,554,781,747   1,690,367,841   
           
TOTAL ASSETS 1,821,641,212   1,877,761,917   

DEFERRED OUTFLOWS OF RESOURCES:

  Deferred outflows related to pension plans 17,765,376        3,192,494          
  Deferred outflows related to loss on reacquired debt 29,563,900                                

TOTAL DEFERRED OUTFLOWS OF RESOURCES 47,329,276        3,192,494          

LIABILITIES:

  Current liabilities:

    Accounts payable and accrued liabilities 64,982,188        74,213,477        

    Accrued interest payable 4,069,343          4,358,450          

    Bonds payable—current portion 24,780,000        23,795,000        

    Unearned revenue related to insurance proceeds 17,867,489        -                         
    Over recovered fuel costs -                         26,485,884        

           Total current liabilities 111,699,020      128,852,811      

  Noncurrent liabilities:

    Bonds payable—net 1,101,211,229   1,140,409,407   
    Other noncurrent liabilities 29,082,350        12,972,375        

           Total noncurrent liabilities 1,130,293,579   1,153,381,782   
           
TOTAL LIABILITIES 1,241,992,599   1,282,234,593   

DEFERRED INFLOWS OF RESOURCES:

  Deferred inflows related to pension plans 588,385             4,216,446          
  Deferred inflows related to regulated operations 28,501,794        -                         

TOTAL DEFERRED INFLOWS OF RESOURCES 29,090,179        4,216,446          

NET POSITION:

  Net investment in capital assets 271,706,418      344,780,665      

  Restricted for:

    Debt service 18,524,344        18,238,867        

    Rate stabilization fund 21,000,000        -                         

    Other special purposes 2,377,982          2,478,663          
  Unrestricted 284,278,966      229,005,177      

TOTAL NET POSITION 597,887,710$    594,503,372$    

See notes to financial statements.  
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GRAND RIVER DAM AUTHORITY
(A Component Unit of the State of Oklahoma)

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

2016 2015

OPERATING REVENUES:
  Sales of power 428,066,100$       401,569,988$       
  Other operating revenues 14,157,387           12,485,554           
  Transfer (provision) for rate stabilization (21,000,000)          -                            

           Total operating revenues 421,223,487         414,055,542         

OPERATING EXPENSES:
  Fuel (119,783,385)        (143,804,114)        
  Purchased power—net (78,339,797)          (44,525,854)          
  Depreciation (69,673,894)          (67,953,588)          
  Operations (55,939,972)          (46,841,448)          
  Maintenance (30,436,172)          (34,068,198)          
  Administrative and general (16,048,057)          (13,201,268)          

           Total operating expenses (370,221,277)        (350,394,470)        

OPERATING INCOME 51,002,210           63,661,072           

NONOPERATING REVENUES (EXPENSES):
  Investment income 20,394,413           11,775,150           
  Net decrease in the fair value of investments (2,491,488)            (2,278,347)            
  Oklahoma Emergency Management (OEM) grant revenue - operating 458,782                191,808                
  Income from nonutility operations 2,076,492             1,338,773             
  Interest expense (50,991,904)          (52,576,879)          
  Amortization of debt discount and financing costs (8,276,662)            (889,092)               
  Amortization of bond premium 3,993,414             2,853,637             

           Total nonoperating expenses (34,836,953)          (39,584,950)          

CAPITAL CONTRIBUTIONS:
  OEM award revenue - capital 1,470,730             -                            

           Total capital contributions 1,470,730             -                            

EXTRAORDINARY ITEMS:
  Loss on disposition of railcars (8,049,453)            -                            
  Restoration of impaired asset (40,595,768)          -                            
  Insurance recoveries net of impairment loss 34,393,572           -                            

           Total extraordinary items (14,251,649)          -                            

NET INCREASE IN NET POSITION 3,384,338             24,076,122           

NET POSITION—Beginning of year, as previously reported 594,503,372         584,740,878         

IMPLEMENTATION OF NEW ACCOUNTING STANDARD
   (see Note 1) -                            (14,313,628)          

NET POSITION—Beginning of year, as restated 594,503,372         570,427,250         

NET POSITION—End of year 597,887,710$       594,503,372$       

See notes to financial statements.  
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GRAND RIVER DAM AUTHORITY
(A Component Unit of the State of Oklahoma)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

2016 2015

CASH FLOWS FROM OPERATING ACTIVITIES:

  Received from user charges 400,445,857$    496,975,739$    

  Received from refined coal partner 68,448,194        124,424,171      

  Received from OEM-operating revenues 2,658                 15,948               

  Payments to employees for services (39,667,205)      (38,756,317)      

  Payments to suppliers for goods and services (266,422,947)    (289,440,770)    
  Payments to refined coal partner (69,180,757)      (129,841,663)    

           Net Cash Provided by Operating Activities 93,625,800        163,377,108      

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

  Additions to utility plant (253,910,315)    (267,506,752)    

  Payments for retirements of utility plant (316,673)           (885,151)           

  Received from sales of retirements of utility plant 13,235,142        114,954             

  Proceeds from bond issues 496,405,000      -                         

  Bond premium 90,726,960        -                         

  Payments to refund bonds (638,545,521)    -                         

  Bond issuance costs (1,746,093)        -                         

  Insurance proceeds 17,867,489        -                         

  Repayment of principal (23,795,000)      (22,965,000)      
  Interest paid (40,086,725)      (52,635,307)      

           Net Cash Used In Capital and Related Financing Activities (340,165,736)    (343,877,256)    

CASH FLOWS FROM INVESTING ACTIVITIES:

  Interest received 19,293,097        13,443,179        

  Purchases of securities (213,790,369)    (254,561,613)    
  Proceeds from sales and maturities of securities 502,059,575      390,596,289      

           Net Cash Provided by Investing Activities 307,562,303      149,477,855      

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 61,022,367        (31,022,293)      

CASH AND CASH EQUIVALENTS—Beginning of year 3,155,004          34,177,297        

CASH AND CASH EQUIVALENTS—End of year 64,177,371$      3,155,004$        

NONCASH ITEMS FROM CAPITAL AND RELATED FINANCING ACTIVITIES—Noncash 
  purchases of utility plant included in accounts payable -      $                 6,990,528$        

NONCASH ITEMS FROM INVESTING ACTIVITIES:
  Change in unrealized loss on investments (2,491,488)$      (2,278,347)$      
  
  Amortization of premiums and discounts 496,296$           (2,137,491)$      
  

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY 

  OPERATING ACTIVITIES:

  Operating income 51,002,210$      63,661,072$      

  Noncash items included in net operating income:

    Income from nonutility operations 2,068,762          1,530,581          

    Loss of disposition of railcars (8,049,453)        -                         

    Depreciation 69,675,501        67,953,588        

    Changes in assets and liabilities:

      Receivables:

        Customers (2,345,366)        8,256,304          

        Other (5,106,191)        (6,099,262)        

      Fuel stock 6,466,952          (29,378,784)      

      Materials and supplies 337,999             5,244,665          

      Other (525,690)           472,574             

      Deferred outflows related to pension plans (14,572,882)      (129,306)           

      Accounts payable and accrued liabilities (9,269,684)        14,741,802        

      Over (under) recovered fuel costs (37,041,989)      42,844,350        

      Other noncurrent liabilities 16,111,898        3,290,658          

      Deferred inflows related to pension plans (3,628,061)        (9,011,134)        

      Deferred inflows related to rate stabilization fund 21,000,000        -                         
      Deferred inflows related to deferred revenues 7,501,794          -                         

NET CASH PROVIDED BY OPERATING ACTIVITIES 93,625,800$      163,377,108$    

See notes to financial statements.  
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GRAND RIVER DAM AUTHORITY 
(A Component Unit of the State of Oklahoma) 

NOTES TO FINANCIAL STATEMENTS 
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Business—The Grand River Dam Authority (the “Authority” or “GRDA”) was created as a 

nonappropriated agency by the State of Oklahoma in 1935 as a conservation and reclamation district. 

The Authority has the power to control, store, preserve, and distribute the waters of the Grand River and 

its tributaries for any useful purpose and to develop and generate water power, electric power, and 

electric energy within the boundaries of the Authority and to buy, sell, resell, interchange, and distribute 

electric power and energy. The Grand River lies entirely within Oklahoma, but its drainage basin also 

extends over the states of Arkansas, Kansas, and Missouri. As part of the Authority’s licensing 

agreements, the Authority also has lake area responsibilities. The costs of those activities are funded 

primarily through electricity sales to the Southwest Power Pool (SPP) Integrated Marketplace that serves 

Oklahoma, Kansas, Missouri, and Arkansas. The Authority’s financial statements are included in the 

state of Oklahoma Comprehensive Annual Financial Report as a discretely presented component unit. 

Basis of Accounting—The Authority is licensed to operate under the Federal Power Act, which requires 

the use of the uniform system of accounts, prescribed for public utilities and licensees. The Authority is 

a cost of service organization and establishes its rates to provide revenues sufficient to pay all expenses 

necessary for the operation and maintenance of the system, all payments, transfers, and deposits related 

to outstanding debt, and all other charges or obligations imposed by law or contract. 

Basis of Presentation—The Authority’s basic financial statements conform to the provisions of 

standards issued by the Governmental Accounting Standards Board (GASB). GASB establishes 

standards for external financial reporting for all state and local governmental entities, which include 

Statements of Net Position, Statements of Revenues, Expenses, and Changes in Net Position, and 

Statements of Cash Flows. It requires the classification of net position into three components—net 

investment in capital assets, restricted, and unrestricted. These classifications are defined as follows: 

Net Investment in Capital Assets—This component of net position consists of capital assets, net of 

accumulated depreciation and costs to be recovered from future revenues reduced by the outstanding 

balances of any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition, 

construction, or improvement of those assets. If there are significant unspent related debt proceeds at 

year-end, the portion of the debt attributable to the unspent proceeds is not included in the calculation of 

net investment in capital assets. Rather, that portion of the debt is included in the same net position 

component as the unspent proceeds. 

Restricted—This component of net position consists of funds subject to constraints placed on net 

position use through external constraints imposed by creditors (such as through debt covenants), 

contributors, or laws or regulations of other governments or constraints imposed by law through 

constitutional provisions or enabling legislation. 

Unrestricted Net Position—This component of net position consists of net positions that do not meet the 

definition of “restricted” or “net investment in capital assets.” 
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The financial statements of the Authority are prepared under the accrual basis of accounting. Revenues 

are recognized when earned and expenses are recognized when incurred. 

Estimates—The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and assumptions that 

affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at 

the date of the financial statements and the reported amounts of revenues and expenses during the 

reporting period. Actual results could differ from those estimates. 

Cash and Cash Equivalents—Cash and cash equivalents include unrestricted cash in banks, 

unrestricted money market funds, and unrestricted certificates of deposit with original maturities of three 

months or less. Balances are presented on a net basis to the extent such balances are subject to the right 

of offset. 

Investments—Investments principally comprise US government securities, US government agencies, 

US government sponsored enterprises, State of Oklahoma agency bonds, money market funds, and 

certificates of deposit. The Authority reports investments at fair value, which is the price that would be 

received to sell an asset in an orderly transaction between market participants at the measurement date. 

Fuel Stock—Coal fuel stock is carried at average cost and includes the costs of coal, freight, and labor. 

These amounts are charged to expense as the fuel is consumed. Gas fuel stock is carried at average cost 

and includes the costs of gas, transportation, and gas management fees. 

The Authority participates in a fuel emissions protection project with Chouteau Fuels Company, LLC. 

Chouteau Fuels Company, LLC is a subsidiary of DTE Energy Company, which requires the sale of coal 

fuel stock to the counterparty that chemically treats the coal fuel stock and then sells it back to the 

Authority at a reduced price for consumption and enhanced environmental protection. 

Materials and Supplies—Materials and supplies are valued using the average cost and specific 

identification methods. 

Under/Over Recovered Fuel Costs—The Authority’s rate structure as approved by the Board of 

Directors provides for the Authority to make adjustments in revenue collections from municipal, 

industrial, cooperative and off-system firm customers to recover actual fuel costs incurred by the 

Authority. This adjustment, referred to as the Power Cost Adjustment (PCA), is calculated monthly and 

the Authority’s base rate is set at 23 mills as an estimated PCA. The cumulative difference between the 

actual fuel costs and the base PCA rate is reflected as either an asset (“under recovery”) or liability 

(“over recovery”) in the Authority’s accompanying Statements of Net Position, as amounts will either be 

collected from or refunded to customers of the Authority in subsequent periods. 

Joint Participant—Among the Authority’s assets is coal-fired plant GREC 2. GREC 2 was jointly 

owned by the Authority (62%) and KAMO Electric Cooperative, Inc. (KAMO) until May 2016, when 

the Authority assumed 100% ownership. In 2015 and 2016 the Authority and KAMO also jointly own 

an integrated transmission system.  

Joint Ownership—On October 1, 2008, the Authority purchased certain assets and assumed certain 

liabilities in the Redbud combined-cycle gas plant near Luther, Oklahoma. The Authority’s undivided 

interest in the assets and liabilities of the facility is 36%, while Oklahoma Gas & Electric’s interest is 

51% and Oklahoma Municipal Power Authority’s interest is 13%. The Authority is entitled up to its 

ownership share, 36%, of the available power output of the Redbud plant.  
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The Authority has entered into short-term natural gas supply contracts to purchase and provide its share 

of fuel supply for the Redbud plant and the Statements of Revenues, Expenses, and Changes in Net 

Position include $58,261,865 and $64,322,618 related to natural gas fuel expenses included in the Fuel 

line item of Operating Expenses for 2016 and 2015, respectively. 

OG&E operates the Redbud facility under an operating agreement with the Authority and OMPA and 

allocates certain costs and expenses attributable to Redbud to the Authority and to OMPA in accordance 

with their undivided ownership interests (36% and 13%, respectively). The Authority’s Statements of 

Revenues, Expenses, and Changes in Net Position include the following related to those allocations: 

$3,129,677 and $3,692,383 in maintenance, $5,239,328 and $1,766,725 in operations, and $0 and 

$2,218,879 in administrative and general line items of the operating expenses section for 2016 and 2015, 

respectively. 

The Redbud facility has long-term service agreements with a large industrial manufacturer for the 

maintenance of the gas and steam turbines. The related long-term purchase commitments for the 

Authority’s portion totaled approximately $74.9 million and $82.8 as of December 31, 2016 and 2015, 

respectively. These amounts have been included in the contractual commitments in Note 9. The 

Authority’s Statements of Net Position in 2016 and 2015 include approximately $4.4 million in 

noncurrent prepaid assets for payments made in 2015 related to advanced hot gas path upgrades 

expected to be installed in 2018. 

Utility Plant and Depreciation—The cost of utility plant includes direct material, direct labor and 

indirect costs, such as engineering, supervision, and interest expense (net of applicable interest income) 

capitalized during construction. The Authority follows the Federal Energy Regulatory Commission 

(FERC) electric plant instruction guidelines in defining capital assets. Generally, assets, which have a 

cost of $500 or more at the date of acquisition and have an expected useful life of more than one year, 

and are not consumable, are capitalized. The cost of maintenance and repairs to property is expensed. 

Consistent with the Redbud plant operator’s treatment, certain costs of the long-term service agreement 

payments are capitalized. Gain or loss is recognized on retirements and dispositions that management 

believes to be unusual in nature. 

Depreciation is computed on the cost of utility plant by the composite method over the following 

estimated useful lives: 

Coal-fired plants 1.5-34 years
Redbud combined-cycle plant 3-32 years
Hydraulic production plants 5-87 years
Transmission system 5-40 years
Other properties and production plant 5-30 years  

Long-Lived Assets—The Authority reviews long-lived assets and certain identifiable intangibles to be 

held and used for impairment whenever events or changes in circumstances have indicated that the 

service utility of the capital assets has a significant unexpected decline. In reporting its capital assets, the 

Authority follows the guidance of GASB Statement No. 42, Accounting and Financial Reporting for 

Impairment of Capital Assets and for Insurance Recoveries. 

Costs to be Recovered from Future Revenues—Certain items included in operating costs are 

recovered by the Authority through rates set by the Board of Directors. The Authority, as a 

self-regulated utility, is subject to the requirements of GASB Statement No. 62, Codification of 

Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA 

Pronouncements. GASB Statement No. 62 provides that certain costs that would otherwise be charged 
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to expense can be deferred as regulatory assets, based on the expected recovery from customers in future 

rates. Historically, recognition of these costs is deferred to the extent that such costs are later included in 

rates charged by the Authority in future years. 

In 2016, the Authority determined that it should defer the capital asset portion of the revenue proceeds 

from insurance recoveries resulting from the July 2016 GREC fire restoration.  In 2012, GASB 

Statement No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-

November 30, 1989, FASB and AICPA Pronouncements, became effective, giving the Authority an 

option for the methodology of recording this revenue.  This Statement allows for the deferral of revenues 

associated with nonexchange transactions, such as insurance proceeds, to future periods to better match 

revenues with the useful life of the assets for which the insurance proceeds were received.  Deferral of 

revenue in accordance with this Statement requires Board Resolution.  Board Resolution 5307 pertaining 

to this matter was passed and adopted by the Board of Directors. 

Management continuously monitors the future recoverability of regulatory assets, and when, in 

management’s judgment, any future recovery becomes impaired, the amount of the regulatory asset is 

reduced or written off, as appropriate. 

Bonds Payable—The Authority is operating under General Bond Resolution No. 5107 (“Resolution 

No. 5107”), which provides for the issuance of revenue bonds and defines eligible investment securities. 

Unamortized Debt Discount or Premium and Bond Insurance Expense—Debt discount or premium 

and bond insurance expense are amortized using the bonds outstanding method over the periods of the 

applicable issues. In 2013, GASB Statement No. 65, Items Previously Reported as Assets and 

Liabilities, became effective and the Authority expenses bond issuance costs in the period in which they 

are incurred, except for bond insurance costs, which are capitalized and amortized over the remaining 

term of the related bonds. 

Unamortized Gains and Losses on Advance Refunding of Long-Term Debt—Gains and losses 

realized on advance refunding of long-term debt are deferred and amortized over the shorter of the life 

of the new bonds or the related refunding issues using the bonds outstanding method. 

Deferred Outflows—The Authority has deferred outflows related to pension plans and loss on 

reacquired debt. 

Deferred Inflows—The Authority has deferred inflows related to pension plans and regulated 

operations. 

Operating and Nonoperating Revenues and Expenses—Operating revenues include the sales of 

power and other operating revenues consisting primarily of revenues from transmission and ancillary 

services. Other operating revenues also include sales of water, sulfur dioxide emission credit 

conversions and renewable energy certificates. Operating expenses include costs to operate and maintain 

the Authority’s generation and transmission assets, including fuel, purchased power, depreciation and 

related administrative and general expenses. Nonoperating revenues include investment income, net 

increase in the fair value of investments, deferral of costs to be recovered from future revenues, and 

income from nonutility operations. Nonoperating expenses include interest expense, amortization of 

costs to be recovered from future revenues and amortization of bond-related expenses. 

Purchased Power—Purchased Power includes the cost of electricity purchased for resale and 

settlements for hourly net exchange of electricity in the SPP Integrated Marketplace and the long term 

commitments for wind purchases. 
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Income Taxes—The Authority is a governmental agency organized under the laws of the State of 

Oklahoma and is not subject to federal or state income taxes. 

Adoption of New Accounting Standards—During the year, the Authority adopted the following 

accounting standards: 

GASB Statement No. 72, Fair Value Measurement and Application: This statement addresses 

accounting and financial reporting issues related to fair value measurements. The definition of fair value 

is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

between market participants at the measurement date. This statement provides guidance for determining 

a fair value measurement for financial reporting purposes. This statement also provides guidance for 

applying fair value to certain investments and disclosures related to all fair value measurements. The 

statement is effective for financial statements for periods beginning after June 15, 2015. This statement 

was effective for the Authority in 2016 (see Note 1). The implementation of this statement resulted in 

additional disclosures of the valuation measures related to investments for 2016.  

GASB Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles for State and 

Local Governments: The objective of this Statement is to identify—in the context of the current 

governmental financial reporting environment—the hierarchy of generally accepted accounting 

principles (GAAP). The “GAAP hierarchy” consists of the sources of accounting principles used to 

prepare financial statements of state and local governmental entities in conformity with GAAP and the 

framework for selecting those principles. This Statement reduces the GAAP hierarchy to two categories 

of authoritative GAAP and addresses the use of authoritative and non-authoritative literature in the event 

that the accounting treatment for a transaction or other event is not specified within a source of 

authoritative GAAP.  This statement was effective for the Authority in 2016. This statement did not 

have a material impact on the Authority’s financial statements. 

GASB Statement No. 77, Tax Abatement Disclosures: Financial statements prepared by state and local 

governments in conformity with generally accepted accounting principles provide citizens and 

taxpayers, legislative and oversight bodies, municipal bond analysts, and others with information they 

need to evaluate the financial health of governments, make decisions, and assess accountability. This 

information is intended, among other things, to assist these users of financial statements in assessing  

(1) whether a government’s current-year revenues were sufficient to pay for current-year services 

(known as interperiod equity), (2) whether a government complied with finance-related legal and 

contractual obligations, (3) where a government’s financial resources come from and how it uses them, 

and (4) a government’s financial position and economic condition and how they have changed over 

time. This statement was effective for the Authority in 2016. This statement did not have a material 

impact on the Authority’s financial statements. 

GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit 

Pension Plans: The objective of this Statement is to address a practice issue regarding the scope and 

applicability of Statement No. 68, Accounting and Financial Reporting for Pensions. This issue is 

associated with pensions provided through certain multiple-employer defined benefit pension plans and 

to state or local governmental employers whose employees are provided with such pensions. This 

statement was effective for the Authority in 2016. This statement did not have an impact on the 

Authority’s financial statements. 

GASB Statement No. 79, Certain External Investment Pools and Pool Participants: This Statement 

addresses accounting and financial reporting for certain external investment pools and pool participants. 

Specifically, it establishes criteria for an external investment pool to qualify for making the election to 

measure all of its investments at amortized cost for financial reporting purposes. An external investment 
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pool qualifies for that reporting if it meets all of the applicable criteria established in this Statement. The 

specific criteria addresses (1) how the external investment pool transacts with participants; 

(2) requirements for portfolio maturity, quality, diversification, and liquidity; and (3) calculation and 

requirements of a shadow price. Significant noncompliance prevents the external investment pool from 

measuring all of its investments at amortized cost for financial reporting purposes. Professional 

judgment is required to determine if instances of noncompliance with the criteria established by this 

Statement during the reporting period, individually or in the aggregate, were significant. This statement 

was effective for the Authority in 2016. This statement did not have an impact on the Authority’s 

financial statements. 

Recently Issued Accounting Standards—The following accounting standards will be adopted as 

applicable in future periods: 

GASB Statement No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are 

Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB Statements 

67 and 68: The objective of this Statement is to improve the usefulness of information about pensions 

included in the general purpose external financial reports of state and local governments for making 

decisions and assessing accountability. This Statement results from a comprehensive review of the 

effectiveness of existing standards of accounting and financial reporting for all postemployment benefits 

with regard to providing decision-useful information, supporting assessments of accountability and 

interperiod equity, and creating additional transparency.  The statement is effective for financial 

statements for periods beginning after June 15, 2016, which makes it effective for the Authority for 

fiscal year 2017, and management is currently evaluating the impact of this pronouncement on the 

Authority’s financial statements. 

GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than 

Pensions: The primary objective of this Statement is to improve accounting and financial reporting by 

state and local governments for postemployment benefits other than pensions (other postemployment 

benefits or OPEB). It also improves information provided by state and local governmental employers 

about financial support for OPEB that is provided by other entities. This Statement results from a 

comprehensive review of the effectiveness of existing standards of accounting and financial reporting 

for all postemployment benefits (pensions and OPEB) with regard to providing decision-useful 

information, supporting assessments of accountability and interperiod equity, and creating additional 

transparency.  The statement is effective for financial statements for periods beginning after June 15, 

2017, which makes it effective for the Authority for fiscal year 2018, and management is currently 

evaluating the impact of this pronouncement on the Authority’s financial statements. 

GASB Statement No. 80, Blending Requirements for Certain Component Units—an Amendment of 

GASB Statement No. 14: The objective of this Statement is to address a practice issue regarding the 

scope and applicability of Statement No. 68, Accounting and Financial Reporting for Pensions. This 

issue is associated with pensions provided through certain multiple-employer defined benefit pension 

plans and to state or local governmental employers whose employees are provided with such pensions. 

The statement is effective for financial statements for periods beginning after June 15, 2016, which 

makes it effective for the Authority for fiscal year 2017, and management is currently evaluating the 

impact of this pronouncement on the Authority’s financial statements. 

GASB Statement No. 81, Irrevocable Split-Interest Agreements: The objective of this Statement is to 

improve accounting and financial reporting for irrevocable split-interest agreements by providing 

recognition and measurement guidance for situations in which a government is a beneficiary of the 

agreement. The statement is effective for financial statements for periods beginning after December 15, 
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2016, which makes it effective for the Authority for fiscal year 2017, and management is currently 

evaluating the impact of this pronouncement on the Authority’s financial statements. 

GASB Statement No. 82, Pension Issues-an amendment of GASB Statements No. 67, No. 68, and  

No. 73: The objective of this Statement is to address certain issues that have been raised with respect to 

Statements No. 67, Financial Reporting for Pension Plans, No. 68, Accounting and Financial Reporting 

for Pensions, and No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are 

Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB Statements 

67 and 68. Specifically, this Statement addresses issues regarding (1) the presentation of payroll-related 

measures in required supplementary information, (2) the selection of assumptions and the treatment of 

deviations from the guidance in an Actuarial Standard of Practice for financial reporting purposes, and 

(3) the classification of payments made by employers to satisfy employee (plan member) contribution 

requirements. The statement is effective for financial statements for periods beginning after June 15, 

2016, which makes it effective for the Authority for fiscal year 2017, and management is currently 

evaluating the impact of this pronouncement on the Authority’s financial statements. 

GASB Statement No. 83, Certain Asset Retirement Obligations: This Statement addresses accounting 

and financial reporting for certain asset retirement obligations (AROs). An ARO is a legally enforceable 

liability associated with the retirement of a tangible capital asset. A government that has legal 

obligations to perform future asset retirement activities related to its tangible capital assets should 

recognize a liability based on the guidance in this Statement. The statement is effective for financial 

statements for periods beginning after June 15, 2018, which makes it effective for the Authority for 

fiscal year 2019, and management is currently evaluating the impact of this pronouncement on the 

Authority’s financial statements. 

GASB Statement No. 84, Fiduciary Activities: The objective of this Statement is to improve guidance 

regarding the identification of fiduciary activities for accounting and financial reporting purposes and 

how those activities should be reported. This Statement establishes criteria for identifying fiduciary 

activities of all state and local governments. The focus of the criteria generally is on (1) whether a 

government is controlling the assets of the fiduciary activity and (2) the beneficiaries with whom a 

fiduciary relationship exists. Separate criteria are included to identify fiduciary component units and 

postemployment benefit arrangements that are fiduciary activities. The statement is effective for 

financial statements for periods beginning after December 15, 2018, which makes it effective for the 

Authority for fiscal year 2019, and management is currently evaluating the impact of this 

pronouncement on the Authority’s financial statements. 

GASB Statement No. 85, Omnibus 2017: The objective of this Statement is to address practice issues 

that have been identified during implementation and application of certain GASB Statements. This 

Statement addresses a variety of topics including issues related to blending component units, goodwill, 

fair value measurement and application, and postemployment benefits (pensions and other 

postemployment benefits). The statement is effective for financial statements for periods beginning after 

June 15, 2017, which makes it effective for the Authority for fiscal year 2018, and management is 

currently evaluating the impact of this pronouncement on the Authority’s financial statements. 

2. DEPOSITS AND INVESTMENTS 

The Authority’s Resolution No. 5107 provides for the issuance of revenue bonds and defines eligible 

investment securities as investments allowed pursuant to the Authority’s investment policy. The 

Authority’s Board Policy 5-2 defines the following categories of investments (1) bonds or other 

obligations, which are direct obligations of the United States of America, (2) bonds or other specifically 

named obligations, which are indirectly guaranteed by the United States of America, (3) direct and 
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general obligations of any state which are rated in the two highest major categories of Moody’s, 

Standard & Poor’s (S&P), or Fitch, (4) certificates of deposit issued by a savings and loan association or 

a bank and trust company which are collateralized by the securities described in (1) and (2) or which are 

fully insured by the Federal Deposit Insurance Corporation (FDIC), (5) repurchase agreements with 

banks or government bond dealers which are secured by securities described in (1) and (2), 

(6) investment agreements with companies or banks whose senior debt obligations are rated no lower 

than the second highest category of Moody’s, S&P, or Fitch, (7) short-term obligations of any state or 

political subdivision which are rated in the highest short-term category by Moody’s or S&P, and (8) any 

cash swap or similar arrangement of the Bond Fund Trustee, the investments of which are limited to 

securities described in (1) and (2). 

The Authority carries its investments at fair value. Fair value of a financial instrument is the price that 

would be received to sell an asset in an orderly transaction between market participants at the 

measurement date. The Authority and trustees monitor collateral pledged to secure deposits in financial 

institutions for compliance with rules and regulations promulgated by the Oklahoma State Treasurer. 

Interest-Rate Risk—Interest rate risk is the risk that changes in market interest rates will adversely affect 

the fair value of an investment. The Authority has no formal policy to address exposure to fair value 

losses resulting from changes in interest rates. However, Resolution No. 5107 requires that investments 

not mature later than such times as the funds shall be necessary to provide monies when needed for 

payments to be made from the Debt Service Account, and in the case of the Debt Service Reserve 

Account, unless otherwise provided in a Supplemental Resolution, not later than ten (10) years from the 

date of investment. The Authority’s Board Policy 5-2 provides that general fund investments shall not 

mature later than five (5) years from the date of investment. The Authority attempts to hold the 

investments to maturity which minimizes the exposure to rising interest rates. 

As of December 31, 2016 and 2015, the Authority had the following cash and investments (classified as 

either cash equivalents, investments or restricted investments on the statements of net position) and 

corresponding maturities: 

Investment Type Fair Value Less than 1 1–5 6–10

U.S. government agencies and
  U.S. government-sponsored
  enterprises 312,140,114$ 43,784,109$   240,222,487$ 28,133,518$ 
Certificates of deposits 7,116,378       7,116,378       -                      -                    
Money market funds 99,960,416     99,960,416     -                      -                    
Cash deposits—net 1,986,161       1,986,161       -                      -                    

Total 421,203,069$ 152,847,064$ 240,222,487$ 28,133,518$ 

2016

Investment Maturities (in Years)
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Investment Type Fair Value Less than 1 1–5 6–10

U.S. government agencies and
  U.S. government-sponsored
  enterprises 611,066,436$ 261,072,833$ 319,952,829$ 30,040,774$ 
Certificates of deposits 6,979,153       6,979,153       -                      -                    
Money market funds 29,741,828     29,741,828     -                      -                    
Cash deposits—net 2,657,682       2,657,682       -                      -                    

Total 650,445,099$ 300,451,496$ 319,952,829$ 30,040,774$ 

2015

Investment Maturities (in Years)

 

Credit Risk—Credit risk is the risk that the insurer or other counterparty to an investment will not fulfill 

his obligation. Mortgage backed securities (MBS) are not rated because the agencies that issue such 

securities did not apply to any of the nationally recognized statistical rating organizations (NRSRO) 

such as Moody’s Investors Service and S&P for ratings on their MBS. However, the agencies and the 

Government Sponsored Enterprises (GSE) carry Aaa/AA+ ratings from Moody’s and S&P for their 

debentures, and the MBS which carry their label (e.g., Federal National Mortgage Association—“FNR”; 

Federal Home Loan Bank—“FHR”) are direct obligations of the agencies. With the exception of Federal 

National Mortgage Association (“Fannie Mae”) and the Federal Home Loan Mortgage Corporation 

(“Freddie Mac”), which are government-sponsored quasi-governmental agencies (which also received 

US government backing during 2008), the agencies have the backing of the US Government; therefore, 

the Aaa/AA+/AAA rating by Moody’s, Standard & Poor’s, and Fitch is implied. MBS issued by the 

Government National Mortgage Association, with the label GNR, carry the explicit full faith and credit 

of the US Government. Securities issued by the Federal Farm Credit Bank (FFCB) are rated 

Aaa/AA+/AAA by Moody’s, S&P, and Fitch credit rating agencies. Fannie Mae and Freddie Mac are 

rated Aaa/AA+/AAA by Moody’s, S&P, and Fitch credit rating agencies. The MBS are senior in the 

credit structure to the debentures for the FNMA and FHLMC. The certificates of deposit are held by 

various banks and are subject to the FDIC guarantees up to $250,000. The Money Market Funds are held 

by a bank and are collateralized at over 100% of the cash fair value with US Treasury and U.S. Agency 

securities. The Authority addresses credit risk of investments through the Authority’s Board Policy 5-2 

which states that investments must be backed by the US government, collateralized, fully insured by the 

FDIC, or be rated no lower than the second highest category of Moody’s (Aa), S&P (AA), or Fitch 

(AA). 
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As of December 31, 2016 and 2015, the Authority’s investments had the following ratings: 

Moody’s/

S&P/Fitch Credit Risk

Investment Rating Aaa/AA+/AAA Not Applicable Total

Money markets -$                    99,960,416$   99,960,416$   
Certificates of deposits -                      7,116,378       7,116,378       
U.S. government securities 174,689,428   -                      174,689,428   
U.S. government agencies and
  U.S. government-sponsored
  enterprises 137,450,686   -                      137,450,686   
Cash deposits—net -                      1,986,161       1,986,161       

312,140,114$ 109,062,955$ 421,203,069$ 

Investment Rating

2016

 

Moody’s/

S&P/Fitch Credit Risk

Investment Rating Aaa/AA+/AAA Not Applicable Total

Money markets -$                    29,741,828$   29,741,828$   
Certificates of deposits -                      6,979,153       6,979,153       
U.S. government securities 382,379,150   -                      382,379,150   
U.S. government agencies and
  U.S. government-sponsored
  enterprises 228,687,286   -                      228,687,286   
Cash deposits—net -                      2,657,682       2,657,682       

611,066,436$ 39,378,663$   650,445,099$ 

Investment Rating

2015

 

As of December 31, 2016 and 2015, the Authority had the following portfolio of investments with credit 

exposure by investment type as a percentage of total investments: 

2016 2015

U.S. government securities 41.5 % 58.8 %
U.S. government agencies and U.S. government-sponsored enterprises:
  FFCB 2.2      4.9      
  FHLB 3.9      9.4      
  GNMA 13.6    0.6      
  FHLMC 12.3    9.3      
  FNMA 0.6      11.0    
Money market funds 23.7    4.6      
Certificate of deposits 1.7      1.0      
Cash deposits—net 0.5      0.4       

Custodial Credit Risk—For an investment, custodial credit risk is the risk that, in the event of the failure 

of the counterparty, the Authority will not be able to recover the value of its investment for collateral 

securities that are in the possession of an outside party. All money to be held by the Authority under 
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Resolution No. 5107 is required to be deposited in one or more depositories in the name of the 

Authority. All money deposited under the provisions of Resolution No. 5107 with the Bond Fund 

Trustee and the Construction Fund Trustee is required to be held in trust and applied only in accordance 

with the provisions of Resolution No. 5107; money held by the Authority and deposited in any 

depository is required to be held and secured in the manner provided by Oklahoma law. 

Restricted noncurrent investment funds in the bond service reserve account, and certain funds in the 

construction account are included in investments in noncurrent assets on the Statements of Net Position. 

Restricted current investment funds in the bond service account and certain deposits in the construction 

account are included in Investments in current assets on the Statements of Net Position. Restricted 

investments (noncurrent and current) are not available for general operations. 

Fair Value Measurements—According to GASB Statement No. 72, the Authority is required to disclose 

the valuation technique and level of inputs for all investments. The Authority’s investments fall into 

either input Level 1 or Level 2. 

Level 1 inputs are quoted (unadjusted) prices in active markets for identical assets or liabilities that the 

government can access at the measurement date. Observable markets include exchange markets, dealer 

markets, brokered markets and principal-to-principal markets. 

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the 

asset or liability, either directly or indirectly. These inputs are derived from or corroborated by 

observable market data through correlation or by other means, e.g., “market-corroborated” inputs. For 

example, US government securities are reflected as Level 2 because the inputs used to determine fair 

value may not always be quoted prices in an active market. Level 2 inputs include: 

 Quoted prices for similar assets or liabilities in active markets  

 Quoted prices for identical or similar assets or liabilities in inactive markets  

 Inputs other than quoted prices that are observable for the asset or liability 

 Market-corroborated inputs   

Level 3 inputs are unobservable inputs for the asset or liability; they should be used only when relevant 

Level 1 and Level 2 inputs are unavailable. Governments may use their own data to develop 

unobservable inputs if there is no information available without undue cost and effort.  The Authority 

has no investments that fall into Level 3. 

Money Market Funds and Certificates of Deposit are not subject to classification. 
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The following table shows the levels used to measure the fair value of investments:  

Level 1 Level 2 Level 3 Total

US government securities -$                    172,178,103$  -$                  172,178,103$   
Agency securities -                      139,951,011    -                    139,951,011     

Total -$                    312,129,114$  -$                  312,129,114$   

Fair Value

2016
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Carrying Values—Cash and cash equivalents and current and noncurrent investments at December 31, 2016 and 2015, follows: 

Other

Bond Bond Service Special

General Board Rate Service Construction Reserve Purposes

Operations Designated Stabilization (Restricted) (Restricted) (Restricted) (Restricted) Total

Current:

  Cash deposits—net 1,986,161$     -$                  -$                  -$                  -$                    -$                  2,350,982$ 4,337,143$     

  Money market funds—cash

    and investments 62,191,210     -                    -                    2,168,491     17,867,489     -                    27,000        82,254,190     

  US government securities, agencies

    and sponsored enterprises 7,956,725       -                    -                    16,355,852   -                      -                    -                  24,312,577     

  Certificates of deposits—
    maturity > 3 months 4,765,396       -                    -                    -                    -                      -                    -                  4,765,396       

           Total current 76,899,492     -                    -                    18,524,343   17,867,489     -                    2,377,982   115,669,306   

Noncurrent:

  US government securities, agencies

    and sponsored enterprises 98,189,451     38,849,000   21,000,000   -                    45,424,228     84,364,858   -                  287,827,537   
  Money market funds -                      -                    -                    -                    15,442,176     2,264,050     -                  17,706,226     

           Total noncurrent 98,189,451     38,849,000   21,000,000   -                    60,866,404     86,628,908   -                  305,533,763   

Total cash and investments 175,088,943$ 38,849,000$ 21,000,000$ 18,524,343$ 78,733,893$   86,628,908$ 2,377,982$ 421,203,069$ 

2016
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Other

Bond Bond Service Special

General Board Service Construction Reserve Purposes

Operations Designated (Restricted) (Restricted) (Restricted) (Restricted) Total

Current:

  Cash deposits—net 2,657,682$     -$                  -$                  -$                    -$                  2,451,663$ 5,109,345$     

  Money market funds—cash

    and investments 497,322          -                    27,133          6,990,528       -                    27,000        7,541,983       

  US government securities, agencies

    and sponsored enterprises 15,973,461     -                    18,211,734   -                      -                    -                  34,185,195     

  Certificates of deposits—
    maturity > 3 months 4,527,490       -                                       -                      -                    -                  4,527,490       

           Total current 23,655,955     -                    18,238,867   6,990,528       -                    2,478,663   51,364,013     

Noncurrent:

  US government securities, agencies

    and sponsored enterprises 150,186,243   38,266,000   -                    304,283,433   84,145,565   -                  576,881,241   
  Money market funds -                      -                    -                    17,136,707     5,063,138     -                  22,199,845     

           Total noncurrent 150,186,243   38,266,000   -                    321,420,140   89,208,703   -                  599,081,086   

Total cash and investments 173,842,198$ 38,266,000$ 18,238,867$ 328,410,668$ 89,208,703$ 2,478,663$ 650,445,099$ 

2015
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The restricted balances are the minimum amounts required to be maintained. 

Additional information relating to cash and investment restrictions follows: 

Rate Stabilization Fund—As of December 31, 2016, the Authority established and deposited $21 million 

into the rate stabilization fund in the accompanying Statements of Net Position. Customer contracts 

contain requirements for the establishment and funding of a rate stabilization fund. General Bond 

Resolution No. 5107, Board Resolution No. 5154 contain further guidelines for the establishment and 

maintenance of the fund. This amount was funded from operating revenues and will be used at the 

discretion of the Authority’s Board of Directors to reduce or defer future rate increases. 

Bond Service—On December 31, the bond service fund in the accompanying Statements of Net Position 

reflects the minimum restricted amount sufficient to pay seven months of principal and one month of 

interest due the following June 1. 

Construction—A 2008 construction fund was established in September 2008 with the proceeds from the 

Revenue Bonds, Series 2008A and 2008B. Initial disbursements were for the purchase of a 36% interest 

in the 1230 MW gas-fired, combined-cycle power generation facility located in Luther, Oklahoma (see 

Note 1). Additional costs to be funded from the remaining balance include capital additions, repairs, and 

improvements to the Authority’s coal-fired generation complex, transmission system, hydroelectric 

generating facilities and ecosystems. The last of this construction fund was expended in 2015. 

A 2010 construction fund was established in December 2010 with the proceeds from the Revenue 

Bonds, Series 2010A and 2010B. The proceeds from the 2010 Bonds will be used to fund certain system 

costs consisting of capital additions, repairs and improvements to the Authority’s coal-fired generation 

complex, transmission system, hydroelectric generating facilities, ecosystems and the natural gas-fired, 

combined-cycle generation facility. This last of this construction fund was expended in 2015. 

A 2014 construction fund was established in October 2014 with the proceeds of the Revenue Bonds, 

Series 2014A and 2014B. The construction fund was increased in December 2014 from the proceeds of 

the Revenue Bonds, Series 2014C. The proceeds from the 2014 Bonds will be used to fund a portion of 

the costs of construction of a nominal 495 MW gas-fired combined-cycle plant (GREC 3) on the site of 

the Authority’s existing Grand River Energy Center (formerly known as the Coal-Fired Complex) in 

Chouteau, Oklahoma, to fund environmental upgrades to the existing nominal 520 MW coal-fired plant 

(GREC 2), and to fund other capital requirements for power supply and transmission needs. 

Bond Service Reserve—The restricted amount in the accompanying Statements of Net Position reflects 

the maximum aggregate debt service for all bonds outstanding per General Bond Resolution No. 5107.  

Restricted for Other Special Purposes—Due to agreements with FERC, the Authority has restricted 

money for two purposes. The first restriction is for the fish and wildlife mitigation fund, established in 

June 2003 as required by FERC. The Authority funded an initial deposit of $260,000 in 2003, and is 

required to make $100,000 annual contributions (adjusted for inflation) each year the Pensacola Dam 

license is in effect. In December 2015, the Authority funded the balance of $1.45 million which 

represented the estimated annual contributions through the year 2022. Generally, the purpose of this 

fund is to support projects to protect and enhance fish and wildlife resources at the direction of various 

groups external to the Authority. Expenditures of approximately $106,000 were made from the fund in 

2016 and no expenditures were made from the fund in 2015. The second restriction is for the nature 

conservancy fund, established in May 2008 as required by FERC. The Authority funded an initial 

deposit of $27,000 in 2008. The Authority is required to replenish the fund to $27,000 on the first 

working day in January of each year. Generally, the purpose of this fund is to maintain bat caves 
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protection on Grand Lake. No expenditures were made from the fund in either 2016 or 2015. 

Line of Credit—In 2015, the Authority established an unsecured line of credit of $3 million to meet the 

requirements for participating in the SPP Integrated Marketplace. The current line of credit expires on 

May 31, 2017, with an auto-renewal clause. 

In addition to these restricted funds, two special funds (designated by the Authority’s Board of Directors 

in December 2004) are unrestricted: 

The Special Reserve and Contingency Fund I—This designated, though unrestricted, fund was 

established in December 2004 as a Board-designated fund for future use, if needed, for extraordinary 

maintenance, operational and environmental expenses. This Board-designated fund had a balance of 

$22.5 million as of December 31, 2016 and 2015, respectively.  

The Special Reserve and Contingency Fund II—This designated though unrestricted fund was 

established in December 2004 as a Board-designated fund for future use, if needed, related to unforeseen 

risk, including, but not limited to, unscheduled outages, unexpected purchased power expense, and other 

extraordinary expense not covered by insurance proceeds. This Board-designated fund had a balance of 

$38.8 million and $38.3 million as of December 31, 2016 and 2015, respectively.  

For purposes of computing gross realized gains and gross realized losses, cost is determined by specific 

identification. The calculation of realized gains is independent of the calculation of the net increase in 

the fair value of investments. Realized gains and losses on any investments that had been held for more 

than the current year may have been recognized as an increase or decrease in the fair value of 

investments reported in prior years.  

Gross realized gains and gross realized losses on sales of investment securities for the years ended 

December 31, 2016 and 2015, were as follows:  

2016 2015

Gross realized gains 2,945,207$  1,739,132$ 

Gross realized losses (995,893)     (1,283,729)   

Gross realized gains and losses are included in investment income in the accompanying Statements of 

Revenues, Expenses, and Changes in Net Position. 

3. RECEIVABLES 

Accounts receivable is comprised at December 31, 2016 and 2015, of the following amounts: 

2016 2015

Customers 35,102,788$ 32,757,422$ 
Less allowance for doubtful accounts (100,000)       (100,000)       
Other 19,714,233   14,165,711   

Total 54,717,021$ 46,823,133$ 
 

In general, other accounts receivable include KAMO Power’s participation as a co-owner of the 

Authority’s coal-fired plant GREC 2 (for 2015), insurance recoveries related to the July 2016 GREC 
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Fire (for 2016),Chouteau Fuels Company, LLC, reimbursable work for other entities, the current portion 

of receivables for aid of construction, and dock billings. 

At December 31, 2016 and 2015, the Authority had noncurrent receivables for closure and post-closure 

costs related to the flyash landfill at the GREC of $74,741 and $517,072, respectively. 

4. UTILITY PLANT 

A summary of changes in utility plant for the years ended December 31, 2016 and 2015, follows: 

Balance Balance

December 31, Additions/ December 31,

2015 Transfers Retirements 2016

Capital assets—nondepreciable:

  Land 37,648,820$       -$                    -$                   37,648,820$       
  Construction work in progress 267,395,207       173,633,672    -                     441,028,879       

           Total capital 
             assets—nondepreciable 305,044,027       173,633,672    -                     478,677,699       

Capital assets—depreciable:

  Coal-fired plant GREC 1 (reduced by

    cost of common facilities applicable to

    joint ownership of GREC 2 (Note 1)) 353,902,549       18,792,128      (16,149,948)   356,544,729       

  Coal-fired plant GREC 2 (Note 1) 337,699,915       160,367,560    (18,560,714)   479,506,761       

  Redbud combined-cycle plant 364,784,756       1,578,221        (1,421,315)     364,941,662       

  Hydraulic production plants 164,032,531       3,788,091        (95,264)          167,725,358       

  Transmission system 344,058,978       32,925,388      (2,208,658)     374,775,708       
  Other properties and production plant 122,188,272       13,428,499      (1,766,653)     133,850,118       

1,686,667,001    230,879,886    (40,202,552)   1,877,344,336    

Less accumulated depreciation:

  Coal-fired plant GREC 1 (281,617,507)      (34,205,731)    3,375,456      (312,447,782)      

  Coal-fired plant GREC 2 (237,996,157)      (147,093,573)  14,212,981    (370,876,749)      

  Redbud combined-cycle plant (134,723,258)      (18,259,262)    496,392         (152,486,128)      

  Hydraulic production plants (32,615,897)        (2,399,993)      89,826           (34,926,064)        

  Transmission system (160,395,409)      (9,611,862)      1,550,072      (168,457,199)      
  Other properties and production plant (63,737,056)        (9,922,705)      1,493,482      (72,166,279)        

(911,085,284)      (221,493,126)  21,218,209    (1,111,360,201)   

           Total capital assets—depreciable 775,581,717       9,386,760        (18,984,343)   765,984,135       

Net utility plant 1,080,625,744$  183,020,432$  (18,984,343)$ 1,244,661,834$  

2016
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Balance Balance

December 31, Additions/ December 31,

2014 Transfers Retirements 2015

Capital assets—nondepreciable:

  Land 35,948,598$      1,700,222$      -$                   37,648,820$      
  Construction work in progress 63,761,061        203,634,146    -                     267,395,207      

           Total capital 
             assets—nondepreciable 99,709,659        205,334,368    -                     305,044,027      

Capital assets—depreciable:

  Coal-fired plant GREC 1 (reduced by

    cost of common facilities applicable to

    joint ownership of GREC 2 (Note 1)) 352,154,001      2,130,595        (382,047)        353,902,549      

  Coal-fired plant GREC 2 (Note 1) 329,224,055      34,503,799      (26,027,939)   337,699,915      

  Redbud combined-cycle plant 371,480,246      2,784,193        (9,479,683)     364,784,756      

  Hydraulic production plants 157,365,882      8,607,328        (1,940,679)     164,032,531      

  Transmission system 331,013,817      13,799,030      (753,869)        344,058,978      
  Other properties and production plant 118,124,862      7,337,967        (3,274,557)     122,188,272      

1,659,362,863   69,162,912      (41,858,774)   1,686,667,001   

Less accumulated depreciation:

  Coal-fired plant GREC 1 (272,446,034)     (9,493,294)      321,821         (281,617,507)     

  Coal-fired plant GREC 2 (252,628,135)     (9,769,510)      24,401,488    (237,996,157)     

  Redbud combined-cycle plant (117,846,766)     (18,331,452)    1,454,960      (134,723,258)     

  Hydraulic production plants (31,432,782)       (2,258,282)      1,075,167      (32,615,897)       

  Transmission system (150,886,455)     (10,091,162)    582,208         (160,395,409)     
  Other properties and production plant (57,805,027)       (8,595,328)      2,663,299      (63,737,056)       

(883,045,199)     (58,539,028)    30,498,943    (911,085,284)     

           Total capital assets—depreciable 776,317,664      10,623,884      (11,359,831)   775,581,717      

Net utility plant 876,027,323$    215,958,252$  (11,359,831)$ 1,080,625,744$ 

2015

 

The change in construction work in progress during 2016 and 2015 is presented on a net basis to avoid a 

duplication of additions and retirements in the preceding tables. The change in construction work in 

progress includes capitalized interest of approximately $11,783,000 and $4,642,000 for 2016 and 2015, 

respectively, which also increases investment income. The Authority had depreciation and amortization 

expense of $69,673,894 and $67,953,588 for 2016 and 2015, respectively. 

The Authority had contractual commitments at December 31, 2016, of approximately $95,525,000 for 

equipment and construction contracts. Major projects include construction of the natural gas combined-

cycle plant, GREC 3, for approximately $73,257,000; SCADA, upgrades of communications and 

network security for approximately $6,099,000; refurbishment of the Pensacola flood gates for 

approximately $4,852,000; the construction of transmission lines and substations for approximately 

$3,684,000; Markham Ferry Hydroelectric Plant upgrade for approximately $2,592,000; GREC 

improvements for approximately $1,404,000; the purchase of new fleet vehicle and heavy equipment for 

approximately $833,000; ecological, lake and environmental projects for approximately $748,000; and 

upgrades for police equipment and communications for approximately $726,000. 

On the evening of July 1, 2016, a lightning strike precipitated a fire at the GREC, which resulted in a 

short outage of GREC 1 and the impairment of assets within GREC 2.  GREC 1 was successfully 
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returned to operation July 19, 2016, and the Authority determined that no portion of GREC 1 was 

impaired.  The GREC 2 turbine-generator and auxiliary systems were extensively damaged and require 

significant restoration before the assets are able to return to service. According to Statement 42, the 

capital assets damaged by the turbine-generator fire are considered impaired. The Authority has utilized 

the restoration cost approach based on current-year dollars to measure the impairment. Under the 

restoration cost approach, the amount of the impairment is derived from the ratio of estimated costs to 

restore the utility of the affected capital assets to the total cost to replace the assets. This ratio is then 

multiplied by the carrying value of the impaired assets.  As a result, the Authority reduced the carrying 

amount of its electric plant and equipment by approximately $4,264,954 in 2016 along with an insurance 

recovery amount of $38,658,526.  Both items are included in the insurance recoveries net of impairment 

loss and recorded as an extraordinary item on the Statements of Revenues, Expenses and Changes in Net 

Position. 

The property and casualty insurer of the GREC 2 turbine-generator has acknowledged that the damage is 

subject to insurance coverage.  In lieu of a lump sum payment of insurance proceeds, the insured opted 

to advance the insurance proceeds periodically as needed.  The Authority has established a Fire 

Insurance Fund with Bank of Oklahoma to handle all insurance proceeds and reimbursements. All 

insurance advancements have been credited to Other Deferred Credits.  In 2016, $50 million in 

insurance proceeds were advanced, of which $32,132,511 was reimbursed from the fund, resulting in a 

balance of $17,867,489 on the Statements of Net Position as unearned revenue related to insurance 

proceeds.  The Authority also has a receivable recorded for items that were paid by the Authority but not 

reimbursed from the Fire Insurance Fund as of December 31, 2016, in the amount of $14,027,810.  This 

amount is a portion of the Current Assets: Accounts receivable-net on the Statements of Net Position.   

As a consequence of the GREC 2 turbine-generator fire, GREC 2 has been idled until such time that the 

restoration is complete. The carrying amount of the electric plant and equipment idled at December 31, 

2016, was approximately $85.9 million. 

The Authority entered into a lease vehicle program in 2016, leasing 14 passenger vehicles with a term of 

48 months, or four years.  The leased equipment is amortized on a straight line basis over the shorter of 

the useful life of the related assets or the lease term.  The gross amount of assets acquired under capital 

leases for 2016 is $295,952.  Total accumulated amortization related to the leased vehicles is $49,160 at 

December 31, 2016.  The balance of capital leases payable at December 31, 2016, is $246,792 and is 

recorded as a portion of accounts payable and accrued liabilities.  The Authority is committed to 

expanding the program by leasing an additional three passenger vehicles in 2017 at a gross amount of 

$76,867. The interest rate related to the lease obligation is variable based on the current interest rate on 

delivery date.  The interest portion of the capital lease minimum payment amount for 2016 is $7,965.  
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The following is a schedule detailing the current and future minimum lease payments under capital 

leases: 

Current Future Total

Lease Lease Lease

Payment Payments Payments

2016 49,160$         -$                   49,160$         

2017 73,988           9,608             83,596           

2018 73,988           19,217           93,205           

2019 73,988           19,217           93,205           

2020 24,828           19,217           44,045           

2021 -                     9,608             9,608             

Total 295,952$       76,867$         372,819$       
 

5. COST TO BE RECOVERED FROM FUTURE REVENUES 

At December 31, 2016, the deferred regulatory asset consists of recognized revenues associated with the 

GREC fire insurance proceeds on capital assets.  The capital assets in service were subject to revenue 

amortization and represent only a portion of the deferral of revenues.  A rollforward of costs to be 

recovered from future revenues follows: 

2016

Beginning balance -$                  

Deferral of revenues 7,504,470     

Amortization of revenues (2,676)           

Ending balance 7,501,794$   
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6. BONDS PAYABLE 

A summary of changes in bonds payable for the years ended December 31, 2016 and 2015, follows: 

December 31, Bonds December 31,

2015 Issued Retirements 2016

Revenue Bonds, 2008 Series A:

  3.2% to 5% Series 2008A—maturing in 2014

    through 2028 328,560,000$        -$                     (308,800,000)$     19,760,000$           

  4.8% to 5% Series 2008A—maturing 2033 191,930,000           -                       (191,930,000)       -                             

           Total Series 2008 A 520,490,000           -                       (500,730,000)       19,760,000             

Revenue Bonds, 2010 Series A & B:

  3% to 5.25% Series 2010A—maturing in 2015

    through 2040 158,750,000           -                       (47,695,000)         111,055,000           

  3.71% to 7.155% Series 2010B

    (fully taxable)—maturing 2015 through 2040 75,860,000             -                       (1,320,000)           74,540,000             

           Total Series 2010 A & B 234,610,000           -                       (49,015,000)         185,595,000           

Revenue Bonds, 2014 Series A, B & C:

  3% to 5% Series 2014A—maturing in 2018

    through 2039 225,635,000           -                       -                       225,635,000           

  1.804% to 3.961% Series 2014B

    (fully taxable)—maturing 2018 through 2039 84,845,000             -                       -                       84,845,000             

  Variable Rate Series 2014C (fully taxable)—

    maturing in 2018 through 2039 65,000,000             -                       (65,000,000)         -                             

           Total Series 2014 A, B & C 375,480,000           -                       (65,000,000)         310,480,000           

Revenue Bonds, 2016 Series A & B:

  3% to 5% Series 2016A—maturing in 2019

    through 2039 -                         475,330,000        -                       475,330,000           

  1.828% to 3.503% Series 2016B

    (fully taxable)—maturing 2020 through 2033 -                             21,075,000          -                           21,075,000             

           Total Series 2016 A & B -                             496,405,000                                  496,405,000           

           Total bonds payable 1,130,580,000       496,405,000$      (614,745,000)$     1,012,240,000       

Less current portion (23,795,000)           (24,780,000)           

           Long-term portion 1,106,785,000       987,460,000           

Add (deduct):

  Unamortized debt premium 37,267,836             90,075,081$    (11,157,948)$       116,184,969           

  Unamortized debt discount (3,643,429)             -                       1,209,689            (2,433,740)             

  Unamortized loss on advance refunding -                             (29,563,900)         -                           (29,563,900)           

Long-term bonds payable 1,140,409,407$     60,511,181$        (9,948,259)$         1,071,647,329$     

2016
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December 31, Bonds December 31,

2014 Issued Retirements 2015

Revenue Bonds, 2008 Series A:

  3.2% to 5% Series 2008A—maturing in 2014

    through 2028 346,820,000$    -$                  (18,260,000)$  328,560,000$    
  4.8% to 5% Series 2008A—maturing 2033 191,930,000      -                    -                      191,930,000      

           Total Series 2008 A 538,750,000      -                    (18,260,000)    520,490,000      

Revenue Bonds, 2010 Series A & B:

  3% to 5.25% Series 2010A—maturing in 2015

    through 2040 162,185,000      -                    (3,435,000)      158,750,000      

  3.71% to 7.155% Series 2010B
    (fully taxable)—maturing 2015 through 2040 77,130,000        -                    (1,270,000)      75,860,000        

           Total Series 2010 A & B 239,315,000      -                    (4,705,000)      234,610,000      

Revenue Bonds, 2014 Series A, B & C:

  3% to 5% Series 2014A—maturing in 2018

    through 2039 225,635,000      -                    -                      225,635,000      

  1.804% to 3.961% Series 2014B

    (fully taxable)—maturing 2018 through 2039 84,845,000        -                    -                      84,845,000        

  Variable Rate Series 2014C (fully taxable)—
    maturing in 2018 through 2039 65,000,000        -                    -                      65,000,000        

           Total Series 2014 A, B & C 375,480,000      -                    -                      375,480,000      

           Total bonds payable 1,153,545,000   -$                  (22,965,000)$  1,130,580,000   

Less current portion (22,965,000)       (23,795,000)       

           Long-term portion 1,130,580,000   1,106,785,000   

Add (deduct):

  Unamortized debt premium 40,121,473        -$                  (2,853,637)$    37,267,836        
  Unamortized debt discount (3,890,800)         -                    247,371          (3,643,429)         

Long-term bonds payable 1,166,810,673$ -$                  (2,606,266)$    1,140,409,407$ 

2015

 

Oklahoma state statutes have authorized the Authority to issue revenue bonds from time to time with the 

aggregate outstanding indebtedness not to exceed $1,410,000,000. 

In 2016, the Authority issued $496,405,000 of 2016 Series A and Series B Revenue Bonds to 

(i) advance refund $481,790,000 of the Authority’s Revenue Bonds, Series 2008A and advance refund 

$44,160,000 of the Authority’s Revenue Bonds, Series 2010A, and redeem all of the Authority’s 

$65,000,000 Revenue Bonds, Series 2014C (Federally Taxable), and (ii) to finance certain costs of 

issuance of the Series 2016 Bonds. The Authority recorded an initial accounting loss of approximately 

$30 million in connection with this advance refunding, which was recorded as a deferred asset and is 

being amortized to expense over the life of the new bonds. The economic gain on the transaction was 

$111.4 million. The difference between the present values of the old and new debt service payments is 

$69.5 million. The Authority will realize $132.5 million in decrease aggregate debt service payments. 

In 2014, the Authority issued $375,480,000 of 2014 Series A, Series B, and Series C Revenue Bonds to 

fund a portion of the construction of a nominal 495 MW combined-cycle plant (GREC 3), to fund 

environmental upgrades to the existing nominal 520 MW coal-fired plant (GREC 2), to fund other 

capital requirements for power supply and transmission needs and to pay certain costs of issuance of the 

2014 Bonds. The $225,635,000 Series 2014A (tax-exempt) and the $84,845,000 Series B (taxable) 
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bonds were issued in October 2014 and have a fixed interest rate. The $65,000,000 Series 2014C 

(taxable) bonds were issued in December 2014 and have a variable rate. The 2014C Bonds were issued 

in the weekly mode and will bear interest at the weekly rate, which, in the sole and exclusive judgment 

of the remarketing agent, would equal (but not exceed) the interest rate necessary to enable the 

remarketing agent to sell such Series 2014C Bonds (exclusive of accrued interest, if any) on the relevant 

rate adjustment date and for such rate period at a price equal to one hundred percent (100%) of the 

principal amount thereof. While in the weekly mode, the Series 2014C Bonds are subject to redemption 

and optional and mandatory tender for purchase prior to maturity. Additionally, the Series 2014C Bonds 

have the benefit of credit facility in the form of an irrevocable direct pay letter of credit issued by 

Barclays Bank PLC. Barclays Capital Inc. is the remarketing agent for the Series 2014C Bonds. The 

Series 2014C Bonds were redeemed by the 2016 refunding issues. 

In December 2010, the Authority issued $239,315,000 of 2010 Series A and Series B Revenue Bonds to 

fund capital additions, repairs and improvements to the system, to fund a portion of the interest accruing 

on the 2010 Bonds to December 1, 2012, and to pay certain costs of issuance of the 2010 Bonds. 

$44,160,000 of the Series 2010A Bonds were advance refunded with the 2016 refunding issues. 

In September 2008, the Authority issued $575,375,000 of 2008 Series A and Series B Revenue Bonds 

for the purchase of a 36% interest in the 1230MW gas-fired, combined-cycle Redbud Power Plant (see 

Note 1), to fund capital additions, repairs and improvements to the system, to make deposits into the 

bonds service reserve, reserve, and contingency accounts and to pay certain costs of issuance for the 

2008 bonds. $481,790,000 of the Series 2008A Bonds were advance refunded with the 2016 refunding 

issues. 

Monies from the 2016 refunding bonds were placed in escrow for the payment of principal and interest 

on all the defeased bonds and were invested in obligations of the United States, which were deposited in 

irrevocable trusts with recourse against the trustee if funds are not available to pay principal, interest and 

any redemption premium on a timely basis. Since the revenue bonds that are defeased are no longer 

direct liabilities of the Authority, they are not reflected on the accompanying Statements of Net Position. 

Defeased bonds of $525,950,000 were outstanding at December 31, 2016. At December 31, 2016, the 

defeased term bonds were a portion of the Series 2008A and Series 2010A. 
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The scheduled maturities of bonds payable at December 31, 2016, are as follows and reflect the 

scheduled payments to be remitted by the trustee to the bondholders: 

Due to Trustee

Calendar

Years Ending Annual Semiannual Year Bond Debt Service

December 31 Principal Interest Payments Requirement

2017 24,780,000        25,459,332     62,434,312        
12,097,788     62,337,120        

2018 14,760,000        35,571,384     68,824,814        
11,857,267     62,188,651        

2019 26,205,000        35,330,863     79,369,928        
11,566,587     73,102,450                                

2020 37,505,000        34,567,483     85,559,670        
11,222,744     83,295,227        

2021 39,100,000        33,180,210     83,861,158        
10,870,546     83,150,756        

2022–2026 235,890,000      190,516,497   426,406,497      426,229,038      
2027–2031 274,350,000      129,237,627   403,587,627      406,414,847      
2032–2036 234,065,000      58,984,944     293,049,944      273,801,046      
2037–2040 125,585,000      12,114,785     137,699,785      116,101,203      

1,012,240,000$ 612,578,057$ 1,624,818,057$ 1,602,596,016$ 

Due to Bond Holders

 

While the Authority makes monthly sinking fund payments for cash management purposes, per the 

General Bond Resolution No. 5107, the payments from the revenue fund to the debt service fund only 

need to be sufficient to pay the June 1st interest and principal payments and the December 1st interest 

payments. 

To secure the bonds, the Authority has pledged all revenues of the Authority. Resolution No. 5107 and 

supplemental bond resolutions specify multiple covenants made by the Authority to the Bond Fund 

Trustee and bondholders. Among the more significant requirements, the Authority has covenanted to 

charge adequate rates, operate and maintain the facilities and make any necessary repairs, renewals, 

replacements and improvements. System properties are not to be encumbered or sold or disposed of and 

additional parity bonds are not to be issued unless certain conditions are met. As of December 31, 2016, 

the Authority was in compliance with bond covenants. 

In general, federal tax laws require the Authority to rebate to the US Treasury any profit from 

investments that yield a higher rate than the tax-exempt revenue bond proceeds. The Authority had no 

accrued liability balance for arbitrage rebate at December 31, 2016 and 2015, respectively. 

7. RETIREMENT PLANS, POSTRETIREMENT, AND OTHER EMPLOYEE BENEFITS 

The Authority participated in five retirement plans during 2016 and 2015. The plans currently available 

to the Authority personnel include three defined benefit plans and two defined contribution plans. The 

defined benefit plans include the Oklahoma Public Employees Retirement System (OPERS) plan, the 

Oklahoma Law Enforcement Retirement System (OLERS) plan, and the GRDA postemployment 

Healthcare Plan. The defined contribution plans include the Oklahoma State Employees Deferred 
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Compensation Plan (the “State Plan”) and the OPERS Pathfinder plan. A summary of significant data 

for each of the retirement plans and discussion of postemployment and other employee benefits follows: 

The Authority implemented GASB Statement No. 68, Accounting and Financial Reporting for Pensions 

– an amendment of GASB Statement No. 27, Accounting for Pensions by State and Local Governmental 

Employers, and GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the 

Measurement Date  an amendment of GASB Statement No. 68, effective January 1, 2015. The opening 

Net Position of 2015 was restated.  

The Authority is a participant in two cost-sharing multiple employer defined benefit pension plans, the 

Oklahoma Public Employees Retirement Plan (the “OPERS Plan”) and the Oklahoma Law Enforcement 

Retirement Plan (the “OLERS Plan”). The table below shows both pensions as reported in the basic 

financial statements. 

For the year ended December 31, 2016: 

OPERS OLERS Total

Deferred outflows of resources 15,800,828$    886,396$      16,687,224$    

Deferred inflows of resources 961,503           705,035        1,666,538        

Pension liability (asset) 22,684,530      (142,729)       22,541,801       

OKLAHOMA PUBLIC EMPLOYEES DEFINED BENEFIT RETIREMENT PLAN 

General Information about the Pension Plan 

Plan description. The Authority contributes to the OPERS Plan, a cost-sharing multiple-employer 

public employee defined benefit retirement plan administered by the OPERS, a component unit of the 

State of Oklahoma (the “State”).  The OPERS Plan provides retirement, disability and death benefits to 

its members and beneficiaries, primarily state, county, and local agency employees. The benefits 

provided are established and may be amended by the legislature of the State. Title 74 of the Oklahoma 

Statutes, Sections 901 through 943, as amended, assigns the authority for management and operation of 

the OPERS Plan to the OPERS Board of Trustees. 

Effective November 1, 2015, Oklahoma Legislature enacted legislation requiring a defined contribution 

system be established by the OPERS for most state employees first employed by a participating State 

employer on or after November 1, 2015, and ceasing the acceptance of any new participants to the 

defined benefit retirement plan. 

OPERS issues a publicly available financial report that includes financial statements and required 

supplementary information for OPERS.  That annual report may be obtained online at 

www.opers.ok.gov, by writing to OPERS, PO Box 53007, Oklahoma City, OK 73152 3007, or by 

calling 1 800 733 9008. 

Vesting. OPERS requires eight years of credited service (including six full years of full-time equivalent 

employment) to be eligible to vest. 

Benefits provided. Employees who became a member of OPERS before November 1, 2011, can begin 

receiving full, unreduced retirement benefits at the age of 62 with six full years of full-time equivalent 

employment; or when the sum of the member’s age and years of service equals 80 when membership 
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began before July 1, 1992; or when the sum of the member’s age and years of service equals 90 when 

membership began on or after July 1, 1992. 

Employees who became a member of OPERS on or after November 1, 2011, can begin receiving full, 

unreduced retirement benefits at the age of 65 with six full years of full-time equivalent employment; or 

when the member is at least 60 years of age and the sum of the member’s age and years of service equals 

90. 

Employees may retire at age 60 (55 when membership began before November 1, 2011) and receive 

reduced benefits with at least 10 years of participating service.  Members who choose early retirement 

will receive a permanent actuarial reduction in benefit based on the age at retirement. 

The benefit on or after normal retirement, payable monthly for life, is 2% of final average compensation, 

multiplied by years of credited service.  For members who have elected the Step-Up Option, a 2.5% 

multiplier is applied to the “stepped-up” full years. 

Contributions.  OPERS members and the Authority are required to contribute to the OPERS Plan at a 

rate set by statute. Contribution rates are established and may be amended by the state. Each member 

participates based on gross salary earned (excluding overtime). As state employees, the Authority 

employees contribute 3.5% on salary. The Authority contributed 16.5%, on all salary for the fiscal years 

ended June 30, 2016 and 2015. 

OPERS members have the option to elect to increase the benefit computation factor for all future service 

from 2.0% to 2.5%. The election is irrevocable, binding for all future employment under OPERS, and 

applies only to full years of service. Those who make the election pay the standard contribution rate plus 

an additional contribution rate, 2.91% which is actuarially determined. The election is available for all 

state, county, and local government employees, except for elected officials and hazardous duty 

members. 

During the reporting period for 2016 and 2015, the OPERS recognized $6,615,357 and $6,333,952, 

respectively, in contributions from the Authority, respectively. 

Contribution rates as of December 31, 2016 and 2015, were as follows:  

Employee Category Employee Employer Employee Employer

General          3.50 %        16.50 %         3.50 %     16.50 %

Elected Officials          3.50 %        16.50 %         3.50 %     16.50 %

2016 2015

 

OPERS Hazardous Duty.  On July 1, 2016, HB 1388 was signed into law, which required the Authority 

to participate in the OPERS Hazardous Duty for GRDA Police employees.  This group of employees 

contribute 8% on salary, while the Authority contributed 16.5%, on all salary beginning July 1, 2016. 

The employee contribution rate is required for a maximum of 20 years of hazardous duty participating 

service. After the employee has contributed at the higher rate for 20 years, he or she will contribute at 

the nonhazardous duty rate.  Employees vest when they have eight years of credited service (including 

six full years of full-time-equivalent employment). Because all Authority employees will have become 

members of the plan after November 1, 2011, the employee can begin receiving full, unreduced 

retirement benefits when he or she is at least age 65 with six full years of full-time-equivalent 

employment or is at least 60 years of age and the sum of age and years of service equals 90. 
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 

Resources Related to Pensions 

At December 31, 2016, the Authority reported a liability of $22,684,530 for its cumulative proportionate 

share of the net pension liability. The net pension liability was measured as of June 30, 2016, and the 

total pension liability used to calculate the net pension liability was determined by an actuarial valuation 

as of July 1, 2016. The Authority’s proportion of the net pension liability was based on the Authority’s 

share of contributions to the pension plan relative to the contributions of all participating employers. At 

June 30, 2016, the Authority’s proportion, which included the proportion previously designated for 

Oklahoma Scenic Rivers Commission was 2.2062%. For the year ended December 31, 2016, the 

Authority recognized pension expense of $3,685,633.  

As of December 31, 2016, the Authority reported deferred outflows of resources and deferred inflows of 

resources related to pensions from the following sources (note that GRDA’s proportionate share of the 

items disclosed in the below table are reduced by the portion related to KAMO of approximately 8%): 

Deferred Outflows Deferred Inflows

 of Resources of Resources

Differences between expected and actual experience -$                          961,503$            

Changes in assumptions 5,174,649             -                         

Net differences between projected and actual earnings on 

  pension plan investments 7,143,754             -                         

Employer contributions subsequent to the measurement date 3,197,984             -                         

Change in proportion 284,440                -                         

Total 15,800,827$         961,503$            

OPERS Plan  2016

 

$3,197,984 reported as deferred outflows related to pension resulting from the OPERS Employer’s 

contributions subsequent to the measurement date will be recognized as a reduction of the net pension 

liability in the year ended December 31, 2017. Other amounts reported as deferred outflows of resources 

and deferred inflows of resources related to pension will be recognized in pension expense as follows: 

Year ended Deferred Outflow Deferred Inflows 

December 31: of Resources of Resources

2017 2,896,014$        546,956$       

2018 2,796,337          390,825         

2019 7,795,709          30,708           

2020 2,742,488          -                    

OPERS Plan
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Actuarial assumptions. The total pension liability in the July 1, 2015, actuarial valuation was 

determined using the following actuarial assumptions, applied to all periods included in the 

measurement: 

Actuarial Valuation Date:   July 1, 2016

Measurement Date of Net Pension Liability   June 30, 2016

Actuarial Cost Method:   Entry Age 

Asset Valuation Method for Contributions:   Five-year moving average of expected and

  actual market values

Asset Valuation Method for Assets Under GASB 68:   Fair value of assets

Long-Term Expected Rate of Return:    7.25%

Discount Rate: 7.25%

Salary Increases: 4.5% to 8.4% per year including inflation

Inflation 3.00%

Seniority/Merit

Mortality:   RP-2000 Combined Active/Retiree Healthy

  Mortality Table

Post-retirement Adjustments*   N/A  

Actuarial assumptions are based upon the most recent experience study, which covered the three year 

period ending June 30, 2013.  The experience study report is dated May 9, 2014. 

Long-Term Expected Return on Plan Assets. The long-term expected rate of return on pension plan 

investments was determined using a lognormal distribution analysis in which best estimate ranges of 

expected future real rates of return (expected returns, net of pension plan investment expense and 

inflation) are developed for each major asset class. These ranges are combined to produce the long-term 

expected rate of return by weighting the expected future real rates of return by the target asset allocation 

percentage and by adding expected inflation. The target asset allocation and best estimates of geometric 

real rates of return for each major asset class as of June 30, 2016 and 2015, are summarized in the 

following table. 

Long-Term Real Target 

Asset Class Rate of Return Allocation

U.S. Large Cap Equity 5.3 %                   38.0 %     

U.S. Small Cap Equity 5.6                    6.0         

U.S. Fixed Income 0.7                    25.0       

International Stock 5.6                    18.0       

Emerging Market Stock 6.4                    6.0         

TIPS 0.7                    3.5         

Rate Anticipation 1.5                    3.5         

Total 100.0 %    

Single Discount rate.  The discount rate used to measure the total pension liability was 7.25% for 2016 

and 7.50% for 2015. The projection of cash flows used to determine the discount rate assumed that 

contributions from plan members and the employees will be made a the current contribution rate as set 

out in state statute. Based on those assumptions, the pension plan’s fiduciary net position was projected 

to be available to make all projected future benefit payments of current plan members. Therefore, the 

long term expected rate of return on pension plan investments was applied to all periods of projected 
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benefit payments to determine the total pension liability. The discount rate determined does not use a 

municipal bond rate. 

Sensitivity of the Authority’s proportionate share of the net pension liability to changes in the discount 

rate. The following presents the Authority’s proportionate share of the net pension liability calculated 

using the discount rate of 7.25%, as well as what the Authority’s proportionate share of the net pension 

liability would be if it were calculated using a discount rate that is 1-percentage-point lower (6.25%) or 

1-percentage-point higher (8.25%) than the current rate:  

1%  Decrease Current 1%  Increase 

to Discount Discount To Discount 

Rate (6.25% ) Rate (7.25% ) Rate (8.25% )

The Authority’s 2016 proportionate share 

  of the net pension liability 44,106,907$     21,546,600$     2,394,825$       

1%  Decrease Current 1%  Increase 

to Discount Discount To Discount 

Rate (6.50% ) Rate (7.5% ) Rate (8.5% )

The Authority’s 2015 proportionate share 

  of the net pension liability 29,104,476$     7,810,649$       (10,292,482)$     

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position 

is available in separately issued financial statements available at www.opers.ok.gov.   

Payables to the pension plan 

At December 31, 2016 and 2015, the Authority has outstanding payables to OPERS of $643,410 and 

$663,524, respectively, related to December 2016 and 2015 employer, employee, and voluntary 

contributions, which are payable in the following month.  These amounts are included in accounts 

payable on the Statements of Net Position. 

OKLAHOMA LAW ENFORCEMENT RETIREMENT PLAN 

General Information about the Pension Plan 

Plan description. Legislation passed during 2003 mandated that any lake patrolmen and dispatchers 

hired after August 29, 2003, shall participate as members of the OLERS Plan, a cost-sharing multiple-

employer public employee-defined benefit retirement plan administered by the Oklahoma Law 

Enforcement Retirement System (OLERS), a component unit of the State. The OLERS Plan provides 

retirement, disability, and death benefits to its members and beneficiaries, primarily state employees 

providing law enforcement. The benefits provided are established and may be amended by the 

legislature of the State. Three of the Authority’s patrolmen elected to transfer from the OPERS Plan to 

the OLERS Plan under Titles 47, Section 2, 315, which provided that Authority lake patrolmen and 

dispatchers as of June 30, 2003, could make an irrevocable written election by January 1, 2004, to either 

pay the difference between the amount transferred between the plans or receive eligible prorated service 
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credit as defined in statue. Title 47 of the Oklahoma Statutes, Sections 2, 300 through 315, as amended, 

assigns the authority for management and operation of the OLERS Plan to the OLERS Board. 

HB 1388 made all employees hired after July 1, 2016, ineligible to join the OLERS plan. 

The System issues a publicly available annual financial report that includes financial and required 

supplementary information for OLERS. That annual report may be obtained online at 

www.olers.state.ok.us, by writing to OLERS, 421 NW 13th St, Suite 100, Oklahoma City, OK 73103 or 

by calling 1 877 213 0856. 

Vesting. OLERS requires ten years of credited service to be eligible to vest. 

Benefits provided. Employees can begin receiving full, unreduced retirement benefits after twenty years 

of service or at the age of 62 with ten full years of full-time equivalent employment.   

The benefit on or after normal retirement is 2.5% of the greater of final average salary or the salary paid 

to active employees as described under “salary considered” multiplied by the years and completed 

months of credited service. There is no maximum service. 

Contributions.  System members and the Authority are required to contribute to the OLERS Plan at a 

rate set by statute. These are established and may be amended by the legislature of the State. Each 

member participates based on gross salary earned (excluding overtime). The Authority’s patrolmen and 

dispatchers participating in the OLERS Plan contributed 8.0%, and the Authority contributed 10% of 

total base salary through October 2012. Beginning November 2012, the Authority contribution rates 

increased to 11% of total base salary. Additional funds are also provided by the State of Oklahoma as 

summarized in the table below. Non-employer contributions are recorded as non-operating revenue in 

the Statements of Revenues, Expenses, and Changes in Net Position. 

During the reporting period for 2016 and 2015, the OLERS recognized $136,630 and $81,430 in 

contributions from the Authority, respectively. 

Contribution rates as of December 31, 2016 and 2015, were as follows:  

Category Contribution Rate

State License Agency Fees equal to 1.2% of Driver’s License 

  Taxes, plus 5% of Insurance Premium Tax

Agency 10% of actual base salary until October 31, 2012, and 11% 

  of actual base salary as of November 1, 2012

Member 8% of paid salary. Accumulated contributions after tax up 

  to December 31, 1989, and before-tax after December 31, 1989  

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 

Resources Related to Pensions 

At December 31, 2016, the Authority reported an asset of $142,729 for its proportionate share of the net 

pension liability. The net pension liability was measured as of June 30, 2016, and the total pension 

liability used to calculate the net pension liability was determined by an actuarial valuation as of July 1, 

2015. The Authority’s proportion of the net pension liability was based on the Authority’s share of 
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contributions to the pension plan relative to the contributions of all participating employers. At June 30, 

2015, the Authority’s proportion was 1.3370%. 

For the year ended December 31, 2016, the Authority recognized pension expense of $419,985.  

At December 31, 2016, the Authority reported deferred outflows of resources and deferred inflows of 

resources related to pensions from the following sources (note that GRDA’s proportionate share of the 

items disclosed in the below table are reduced by the portion related to KAMO of approximately 8%): 

Deferred Outflows Deferred Inflows

 of Resources of Resources

Differences between expected and actual experience 351,889$              236,819$            

Changes in assumptions

Net differences between projected and actual earnings on 

  pension plan investments 468,215$            

Employer contributions subsequent to the measurement date 67,200$                

Change in Proportion 467,307$              

Total 886,396$              705,034$            

OLERS Plan 2016

 

$67,200 reported as deferred outflows related to pension resulting from the OLERS employer’s 

contributions subsequent to the measurement date will be recognized as a reduction of the net pension 

liability in the year ended December 31, 2016. Other amounts reported as deferred outflows of resources 

and deferred inflows of resources related to pension will be recognized in pension expense as follows: 

Year ended Deferred Outflow Deferred Inflows 

December 31: of Resources of Resources

2017 140,567$          (147,618)$       

2018 140,567$          (147,618)$       

2019 148,315$          (318,577)$       

2020 124,340$          (237,100)$         

2021 29,278$             

OLERS Plan
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Actuarial assumptions. The total pension liability in the July 1, 2016, actuarial valuation was 

determined using the following actuarial assumptions, applied to all periods included in the 

measurement: 

Actuarial Valuation Date:   July 1, 2016

Measurement Date of Net Pension Liability   June 30, 2016

Actuarial Cost Method:   Entry Age 

Asset Valuation Method for Contributions:   Five-year moving average of expected and

  actual market values

Asset Valuation Method for Assets Under GASB 68:   Fair value of assets

Long-Term Expected Rate of Return:    7.5%

Discount Rate: 7.5%

Salary Increases: 

  Inflation 3.0%

  Seniority/Merit 3.75% - 7.8%, including inflation

  Mortality:   RP-2000 Combined Blue Collar Healthy Employees

  with Generational Projection  

Actuarial assumptions used in the July 1, 2016, valuation are based upon an experience study conducted 

using experience from 2007 – 2011. 

Long-term expected Return on Plan Assets. The long-term expected rate of return on pension plan 

investments was determined using a log-normal distribution analysis in which best-estimate ranges of 

expected future real rates of return (expected returns, net of investment expense and inflation) were 

developed for each major class. These ranges were combined to produce the long-term expected rate of 

return by weighing the expected future real rates of return by the target asset allocation percentages and 

adding expected inflation. 

The assumption is intended to be a long term assumption (30 to 50 years) and is not expected to change 

absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 

change in the market that alters expected returns in future years. 

The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 

as provided by the System’s investment consultant, are summarized in the following table: 

Long-Term

Expected Real Target 

Asset Class Rate of Return Allocation

Large Cap Equity N/A 20 %        

Small Cap Equity N/A 10

Long/Short Equity N/A 10

International N/A 10

Emerging Market N/A 5

Private Equity N/A 5

Fixed Income N/A 30

Real Assets N/A 10

Total 100 %       

* Arithmetic Mean  
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Single Discount rate.  A single discount rate of 7.50% was used to measure the total pension liability. 

This single discount rate was based on the expected rate of return on pension plan investments of 7.50%. 

A municipal bond rate was not used in determining the discount rate.  

The projection of cash flows used to determine the discount rate assumed that plan contributions from 

members, state agencies, insurance premium taxes, and other state sources will be made the current 

contribution rates set out in state statue.  

Based on those assumptions, the pension plan’s fiduciary net position was projected to be available to 

make all projected future benefit payments of current plan members. Therefore, the long-term expected 

rate of return on pension plan investments was applied to all periods of projected benefit payments to 

determine the total pension liability. 

Sensitivity of the Authority’s proportionate share of the net pension liability (asset) to changes in the 

discount rate. The following presents the Authority’s proportionate share of the net pension liability 

(asset) calculated using the discount rate of 7.50 percent, as well as what the Authority’s proportionate 

share of the net pension liability (asset) would be if it were calculated using a discount rate that is 1-

percentage-point lower (6.50 percent) or 1-percentage-point higher (8.50 percent) than the current rate:  

1%  Decrease Current 1%  Increase 

to Discount Discount To Discount 

Rate (6.50% ) Rate (7.5% ) Rate (8.5% )

The Authority’s 2016 proportionate share 

  of the net pension liability 2,812,513$       2,526,404$   660,814$           

The Authority’s 2015 proportionate share 

  of the net pension liability 2,021,435$       894,807$      (29,143)$            

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position 

is available in separately issued financial statements available at www.olers.state.ok.us.   

Payables to the pension plan 

At December 31, 2016 and 2015, the Authority has outstanding payables to OLERS of $19,305 and 

$20,602, respectively, related to December 2016 and 2015, employer, employee and voluntary 

contributions, which are payable in the following month.  These amounts are included in accounts 

payable on the Statements of Net Position. 

OKLAHOMA PUBLIC EMPLOYEES RETIREMENT DEFINED CONTRIBUTION PLAN 

Effective November 1, 2015, Oklahoma Legislature enacted legislation requiring a Defined Contribution 

System be established by the OPERS for most state employees first employed by a participating State 

employer on or after November 1, 2015. Employees of the Authority who first become employees on or 

after November 1, 2015, and have no prior participation in OPERS must participate in the mandatory 

Defined Contribution Plan created in accordance with Internal Revenue Code Section 401(a) and 457(b) 

and chapter 40 of Title 590 of the Oklahoma Statutes. The Defined Contribution Plan is known as 

Pathfinder. Pathfinder and its related Trust(s) are intended to meet the requirements of the Internal 

Revenue Code. Pathfinder is administered by the OPERS. The board of trustees of OPERS may amend 

Pathfinder or Trust(s) but no amendment shall authorize or permit any part of the Trust for Pathfinder to 
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be used or diverted to purposes other than for the exclusive benefit of the Pathfinder participants and 

their beneficiaries. 

Contribution rates are established by Oklahoma Statute and may be amended by the Oklahoma 

Legislature. For 2015, the initial period of implementation, employees must make mandatory employee 

contributions of 4.5% of pretax salary to the 401(a) plan and may make additional voluntary 

contributions to the 457(b) plan, subject to the maximum deferral limit allowed under the Code. 

Employees are vested 100% for all employee contributions. The Authority must make mandatory 

contributions of 6% of the employee’s pretax salary and 7% if the employee elects to participate in the 

457(b) plan. Employees become vested for the employer contributions based on an established vesting 

schedule. The amount of the Authority’s contributions for Pathfinder for the year ended December 31, 

2016, was approximately $106,785. 

Additionally, in order to reduce the liabilities of the defined benefit plan, the Authority is required to 

contribute the difference between the established 16.5% defined benefit employer contribution rate and 

the amount required to match the participating employees’ contribution in the defined contribution plan. 

The amount contributed by the Authority for the year ended December 31, 2016, to meet this 

requirement is $42,871. The Authority reports no liabilities for Pathfinder at December 31, 2016. 

OKLAHOMA STATE EMPLOYEES DEFERRED COMPENSATION PLAN 

Plan Description. Employees of the Authority may also participate in the Oklahoma State Employees 

Deferred Compensation Plan (the “State Plan”), a voluntary deferred compensation plan administered by 

OPERS. The State Plan is a defined contribution plan available to all Authority employees, which 

permits participants to defer receipt of a portion of their salary until future years as authorized by 

Section 457 of the Internal Revenue Code and in accordance with the provisions of Chapter 45 of 

Title 74, Oklahoma statutes. The State Plan is established and may be amended by the legislature of the 

State. Title 74 of the Oklahoma Statutes, Sections 901 through 943, as amended, assigns the authority 

for management and operation of the State Plan to the Board of Trustees of the OPERS. The minimum 

amount allowable to be deferred under the State Plan is $25 per month. Under state law, each employee 

is eligible to receive a $25 monthly matching contribution from the Authority to be deposited in a 

401(a) retirement account. Employee contributions to the Plan totaled $1,059,653 and $1,049,633 for the 

years ended December 31, 2016 and 2015, respectively. The Authority paid matching contributions and 

administrative fees of $158,972 and $154,605 for the years ended December 31, 2016 and 2015, 

respectively. 

GRDA POSTEMPLOYMENT HEALTHCARE PLAN 

Plan Description. GRDA Postemployment Healthcare Plan is a single-employer defined benefit 

healthcare plan administered by the Authority. GRDA Postemployment Healthcare Plan provides 

medical and dental insurance benefits to eligible retirees. Beginning in 2003, revisions to Title 82, 

Section 864.1 of the Oklahoma Statutes authorized the Authority to pay up to $60 per month of eligible 

employee-only health insurance premiums for each Authority retiree. Legislation passed in 2005 

removed the $60 limitation. At the December 2005 Board meeting, the Authority’s directors authorized 

the Authority to increase the amount to a defined benefit allowance of $105 per month for eligible 

retiree premiums, effective January 1, 2006. At the November 2007 Board meeting, the Authority’s 

directors authorized the Authority to increase the amount to $200 per month for eligible retiree 

premiums, effective January 1, 2008. This increase resulted in increases in the Annual Required 

Contribution and the Actuarial Accrued Liability after January 1, 2008, as reflected below and in the 

Required Supplementary Information section. 
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Funding Policy. The contributions of plan members and the Authority are established and may be 

amended by the Board of Directors within the limits of Oklahoma statutes. The contribution is based on 

estimated pay-as-you-go financing requirements. For the years ended December 31, 2016 and 2015, the 

Authority contributed $570,074 and $536,663, respectively, to the plan which consisted entirely of 

current premiums and included no additional contribution to prefund benefits. 

Annual OPEB Cost and Net OPEB Obligation. The Authority’s annual other postemployment benefit 

(OPEB) cost (expense) is calculated based on the annual required contribution (ARC) of the employer, 

an amount actuarially determined in accordance with the parameters of Statement No. 45, Accounting 

and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The ARC 

represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each 

year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed 

thirty years. The following table shows the components of the Authority’s annual OPEB cost for the 

year, the amount actually contributed to the plan, and changes in the Authority net OPEB obligation to 

GRDA Postemployment Healthcare Plan (included in Other Noncurrent Liabilities on the Statements of 

Net Position): 

2016

Annual required contribution 765,275$    
Interest on net OPEB obligation 90,188        
Adjustment to annual required contribution (80,026)       

           Annual OPEB cost 775,437      

Contributions made (570,074)     

           Increase in net OPEB obligation 205,363      

Net OPEB obligation—beginning of year 2,815,571   

Net OPEB obligation—end of year 3,020,934$ 
 

The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the 

net OPEB obligation for December 31, 2016, and the two preceding years were as follows: 

Percentage

of Annual

Annual OPEB Cost Net OPEB

Year-End OPEB Cost Contributed Obligation

December 31, 2013 801,351$ 58.79 % 2,291,545$ 
December 31, 2014 798,830   64.29  2,576,797   
December 31, 2015 775,437   69.21  2,815,571   
December 31, 2016 775,437   73.52  3,020,934    

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and 

assumptions about the probability of occurrence of events far into the future. Examples include 

assumptions about future employment, mortality, and the health care cost trend. Amounts determined 

regarding the funded status of the plan and the annual required contributions of the employer are subject 

to continual revision as actual results are compared with past expectations and new estimates are made 

about the future. The schedule of funding progress immediately following the notes to the financial 
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statements and presented as required supplementary information, presents multiyear trend information 

about whether the actuarial value of plan assets is increasing or decreasing over time relative to the 

actuarial accrued liability for benefits. 

Actuarial Methods and Assumption. Projections of benefits for financial reporting purposes are based 

on the benefits provided under the terms of the substantive plan (the plan as understood by the employer 

and the plan members) at the time of each valuation and the historical pattern of sharing the benefit costs 

between the employer and plan members to that point. The actuarial methods and assumptions used 

include techniques that are designed to reduce the effects of short-term volatility in actuarial accrued 

liabilities and the actuarial value of assets, consistent with the long-term perspective of the calculations. 

In the most recent actuarial valuation, as of January 1, 2014, the projected unit credit actuarial cost 

method was used. The actuarial assumptions included a 4% inflation rate assumption, a 3.5% discount 

rate, which is approximately based on the employer’s own long term rate of return on investments, a 4% 

projected annual payroll increase and no increase to the postretirement benefit. The unfunded actuarial 

accrued liability is being amortized over the maximum permissible amortization period of thirty years as 

a level percentage of payroll on an open basis. 

Funded Status and Funding Progress. As of January 1, 2015, the most recent actuarial valuation date, 

the plan was 0% funded. The actuarial accrued liability for benefits was $12,852,859, and the actuarial 

value of assets was $0, resulting in an unfunded actuarial accrued liability (UAAL) of $12,852,859. The 

covered payroll (annual payroll of active employees covered by the plan) was $37,581,377, and the ratio 

of the UAAL to the covered payroll was 34.2%. 

Other Employee Benefits. The Authority has accrued a liability for annual and compensated leave, and 

related payroll taxes, of $4,688,981 and $4,704,361 at December 31, 2016 and 2015, respectively, which 

is included in accounts payable and accrued liabilities in the accompanying financial statements. 

Accrued Annual Leave

2016

Beginning balance 4,668,154$  

Increases 3,376,367    

Decreases (3,374,394)  

End of year balance 4,670,127$  

Compensated Leave

2016

Beginning balance 36,207$       

Increases 228,283       

Decreases (245,833)     

End of year balance 18,657$       
 

As of December 31, 2016, $3,362,491 of the $4,670,127 total accrued annual and compensated leave 

liabilities is expected to be paid during 2017. 
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8. OTHER RELATED-PARTY TRANSACTIONS 

The primary organizations considered related parties are those municipal, industrial, electric cooperative 

and other governmental organizations or lake area organizations that have representatives serving on the 

Authority’s Board of Directors. The primary transactions in the ordinary course of business with these 

related parties, except for various transactions with KAMO (see Note 1), which are described elsewhere 

in the notes to financial statements, include sales of electrical power and transmission and memberships 

in related trade associations, or organizations or tourism and economic development activities associated 

with the management of the lakes, including commercial and private dock permit fees. OG&E operates 

the Redbud facility under an operating agreement with the Authority and OMPA and allocates certain 

costs and expenses attributable to Redbud to the Authority and OMPA in accordance with their 

undivided ownership interests—see further discussion of Redbud facility in sections “Joint Participant” 

and “Joint Ownership” in Note 1. 

9. COMMITMENTS AND CONTINGENCIES 

In the normal course of business, the Authority makes and receives commitments for purchases of coal, 

natural gas, and other materials and supplies inventory. In addition, in the normal course of business, the 

Authority enters into agreements which commit the Authority to provide varying amounts of electric 

power to its customers. Management of the Authority does not believe the honoring of these 

commitments will have any material adverse effect on the Authority. 

The Authority had contractual commitments at December 31, 2016, for long-term coal and freight 

purchases through 2025 under contracts with estimated minimum obligations. The minimum obligations 

below are based on the Authority’s contract rates and represents management’s best estimate of future 

expenditures under long-term arrangements. 

Years Ending

December 31

2017 4,154,400$     
2018 42,684,000     
2019 43,980,000     
2020 45,312,000     
2021 46,692,000     
2022 48,120,000     
2023 49,608,000     
2024 51,132,000     
2025 52,716,000     

Total 384,398,400$ 
 

The Authority had contractual commitments as of December 31, 2016, for long-term service agreements 

at the Redbud facility for the maintenance of the gas and steam turbines of approximately $74.9 million 

through the year 2028. The Authority had contractual commitments as of December 31, 2016, for 

natural gas at the Redbud facility of approximately $17.2 million through the year 2017. 

The Authority had contractual commitments as of December 31, 2016, for long-term wind power 

purchase agreements of approximately $299.5 million through the year 2035 and for customer 

generation capacity agreements of approximately $520.8 million through the year 2042. 
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The Authority had contractual commitments as of December 31, 2016, for long-term service agreements 

at the GREC 3 facility for the maintenance of the gas and steam turbines of approximately $71.6 million 

through the year 2030. The Authority had contractual commitments as of December 31, 2016, for 

natural gas at the GREC 3 facility of approximately $158.2 million through the year 2047. 

The Authority is a defendant in a lawsuit in Ottawa County, Oklahoma, brought by approximately 

50 landowners claiming a constitutional taking and damages to real and personal property due to 

flooding beginning in the 1990s. All but five of the landowners have settled or been dismissed, and it is 

anticipated that the remaining claims will proceed to trial with the next eighteen months. Potential 

exposure related to the remaining claims, if any, cannot be predicted by the management of the 

Authority. 

The Authority is a defendant in a class action in Ottawa County, Oklahoma, arising from 2007 flood 

events. There are approximately 400 potential class members. Plaintiffs are not currently prosecuting 

this case aggressively pending the outcome of the lawsuit described in the preceding paragraph. 

Potential exposure related to this case, if any, cannot be predicted by management of the Authority. 

The Authority was the defendant in the pending litigation, KAMO v The Grand River Dam Authority, 

Case No. CJ-2015-150, filed July 29, 2015, in the District Court of Mayes County, State of Oklahoma, 

in which KAMO alleged issues arising from the agreement governing the ownership and operation of 

GREC 2. The parties submitted the matter to mediation on March 24-25, 2016, and all issues raised in 

the lawsuit were resolved by GRDA's agreement to pay to KAMO $25.5 million in exchange for transfer 

of KAMO's interest in GREC 2 real and personal property, including fuel and spare parts inventories, 

and the 2015 air quality upgrades, to GRDA. The lawsuit was dismissed with prejudice on May 25, 

2016.  

The Authority is currently a party in an arbitration with KAMO Electric Cooperative in an attempt to 

resolve a dispute arising from the Integrated Transmission Agreement between the Authority and 

KAMO.  The arbitration hearing is set for October, 2017, and the parties have agreed to limited 

settlement discussions.  Potential exposure related to the disputed issues cannot be predicted by the 

management of the Authority. 
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10. FLYASH LANDFILL CLOSURE AND POSTCLOSURE COSTS 

The Authority maintains a flyash landfill in Chouteau, Oklahoma. The Authority accounts for this flyash 

landfill in accordance with GASB Statement No. 18, Accounting for Municipal Solid Waste Landfill 

Closure and Postclosure Care Costs. 

State regulations will require the Authority to place a final cover on the flyash site when it discontinues 

its depositing of flyash and to perform certain maintenance and monitoring functions at the site for eight 

years after closure. Although closure costs occur as the landfill is used, and in a manner consistent with 

the closure plan, postclosure costs will be paid near or after the date of discontinuance of use of the 

landfill. Statement No. 18 requires proprietary funds to report a portion of these costs as an operating 

expense in each period based on capacity and utilization. The amount recorded as a liability for the 

closure and postclosure costs in Other Noncurrent Liabilities at December 31, 2016 and 2015, was 

$1,997,913 and $1,438,157, respectively, which represents 89% and 88%, respectively, of the total 

estimated closure and postclosure costs. There was an increase in the liability from 2016 to 2015 of 

$559,756. The Authority will recognize the remaining estimated cost of closure and postclosure care of 

approximately $258,000 as the remaining estimated capacity is filled. These estimated closure amounts 

are based on what it would cost to perform all closure and postclosure care in 2015. Actual costs are 

subject to change resulting from inflation, deflation, technology, or changes in applicable laws or 

regulations. 

This flyash landfill has a total capacity of 7,449,987 cubic yards in which 4,317,456 cubic yards have 

been used through December 31, 2016. The remaining useful life at December 31, 2016, was 

approximately 41 years. 

11. RISK MANAGEMENT 

The Authority is exposed to a variety of risks and has obtained insurance to cover those risks, subject to 

negotiated coverage limits and exclusions. General Bond Resolution No. 5107 requires the Authority to, 

in each case where it is obtainable at a reasonable rate and on reasonable terms, insure its facilities, 

maintain liability insurance, and bond certain officers and employees. In general, all insurance coverage, 

including property (all risk coverage, including earthquake and flood), equipment, aircraft, employment 

practices liability, directors and officers liability, excess liability (including an endorsement for certified 

“acts of terrorism” as defined in the Federal Terrorism Risk Insurance Act), is purchased from private 

insurance carriers through the State of Oklahoma Risk Management Department (State Risk 

Management) of the Office of Management and Enterprise Services. State Risk Management contracts 

with a third-party insurance broker for brokerage services and advice. The Authority also participates in 

the State of Oklahoma’s Consolidated Workers’ Compensation Program (CWCP), a self–insured 

program operated by States Risk Management. A private insurance carrier provides excess insurance 

coverage for the CWCP and a private company provides claims administration services.  Settled claims 

have not exceeded commercial insurance coverage in any of the past three years. In addition, the 

Authority is subject to generation supply and market price risks, which are continually evaluated as to 

level of risk and how to best mitigate exposure to loss. Concentration of revenues from a single external 

customer also increases credit and market concentration risks. The Authority had two customers in 2016 

and two customers in 2015 that each accounted for 9% or more of the Authority’s operating revenues for 

the year. In 2015, sales to Western Farmers Electric Cooperative totaled approximately $71.5 million 

and sales to City of Coffeyville, Kansas totaled approximately $45 million. In 2016, sales to Western 

Farmers Electric Cooperative totaled approximately $56.2 million and sales to Google Inc. totaled 

approximately $39.1 million. 

* * * * * *  
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REQUIRED SUPPLEMENTARY INFORMATION 
(Unaudited) 
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GRAND RIVER DAM AUTHORITY
(A Component Unit of the State of Oklahoma)

SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION ASSET (UNAUDITED)

OKLAHOMA PUBLIC EMPLOYEES RETIREMENT PLAN

Proportionate

Share of the Net Plan Fiduciary

Proportion Proportionate Pension Liability Net Position

of the Net Share of the as a Percentage as a Percentage

Fiscal Pension Net Pension Covered of Covered of the Total

Year Ending Liability Liability Payroll Payroll Pension Liability

December 31, 2016 2.2462 %   21,890,211$   38,811,001$ 56.40 %   89.48 %   

December 31, 2015 2.1715 %   7,810,649$     38,557,227$ 20.26 %   96.00 %    

SCHEDULE OF EMPLOYER CONTRIBUTIONS (UNAUDITED)

OKLAHOMA PUBLIC EMPLOYEES RETIREMENT PLAN

Contributions

in Relation

to the Contributions

Contractually Contractually Contribution as a Percentage

Fiscal Required Required Deficiency Covered of Covered

Year Ending Contributions Contribution (Excess) Payroll Payroll

December 31, 2016 6,641,675$ 6,615,357$ 26,318$ 38,811,001$ 17.05 %   

December 31, 2015 6,333,952$ 6,343,582$ (9,630)$ 38,557,227$ 16.45 %    

The amounts determined for each fiscal year were determined as of June 30 in the calendar year. 

The Authority is required to present the last ten fiscal years of data; however, until a full ten-year trend of 

data is compiled, Statement No. 68 allows the presentation for those years for which information is 

available. 

Changes in benefit terms. There were no changes of benefit terms for any participating employer in the 

Plan. 

Changes in Assumptions are as follows: 

2016 2015

Long-term expected rate of return          7.25 %          7.50 %

Discount rate          7.25 %          7.50 %
                         

There were no other changes in assumptions.   
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GRAND RIVER DAM AUTHORITY
(A Component Unit of the State of Oklahoma)

SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION ASSET (UNAUDITED)

OKLAHOMA LAW ENFORCEMENT RETIREMENT PLAN

Proportionate

Share of the Net Plan Fiduciary

Proportion Proportionate Pension Liability Net Position

of the Net Share of the as a Percentage as a Percentage

Fiscal Pension Net Pension Covered of Covered of the Total

Year Ending Liability Liability Payroll Payroll Pension Liability

December 31, 2016 1.3370 %   1,631,598$     1,241,483$   131.4233 %  81.88 %   

December 31, 2015 0.8627 %   894,807$        1,098,172$   81.4815 %    89.62 %    

SCHEDULE OF EMPLOYER CONTRIBUTIONS (UNAUDITED)

OKLAHOMA LAW ENFORCEMENT RETIREMENT PLAN

Contributions

in Relation

to the Contributions

Contractually Contractually Contribution as a Percentage

Fiscal Required Required Deficiency Covered of Covered

Year Ending Contributions Contribution (Excess) Payroll Payroll

December 31, 2016 136,630$ 136,630$ -      $   1,241,483$ 11.01 %    

December 31, 2015 81,430$   81,430$   -      $   1,098,172$ 7.42 %       

The amounts determined for each fiscal year were determined as of June 30 in the calendar year. 

The Authority is required to present the last ten fiscal years of data; however, until a full ten-year trend of 

data is compiled, Statement No. 68 allows the presentation for those years for which information is 

available. 

Changes in benefit terms. There were no changes of benefit terms for any participating employer in the 

Plan. 

Changes in Assumptions. There were no changes in assumptions. 
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GRAND RIVER DAM AUTHORITY
(A Component Unit of the State of Oklahoma)

SCHEDULE OF FUNDING PROGRESS (UNAUDITED)

OTHER POSTEMPLOYMENT BENEFITS PLAN

FOR THE YEAR ENDED DECEMBER 31, 2016

Actuarial UAAL as a

Actuarial Accrued Unfunded Funded Percentage of

Values of Liability (AAL) AAL (UAAL) Ratio Covered Covered Payroll

Actuarial Valuation Date Assets (a) Entry Age (b) (b-a) (a/b) Payroll (c) ((b-a)/c)

January 1, 2008 - $     8,234,641$   8,234,641$   - %        33,000,000$ 24.95 %  

January 1, 2010 - $     11,839,457$ 11,839,457$ - %        31,092,799$ 38.08 %  

January 1, 2012 - $     12,898,195$ 12,898,195$ - %        31,769,303$ 40.60 %  

January 1, 2014 - $     12,736,244$ 12,736,244$ - %        34,520,427$ 36.89 %  

January 1, 2015 - $     12,852,859$ 12,852,859$ - %        37,581,377$ 34.20 %  
 

Funded Status and Funding Progress—As of January 1, 2015, the most recent actuarial valuation date, 

the plan was 0% funded. The projected unit credit actuarial cost method was used for the schedule of 

funding progress. Covered payroll (annual payroll of active employees covered by the plan) prior to 2010 

is estimated. The discount rate was lowered to 3.5% for the actuarial valuation dated January 1, 2010, 

January 1, 2012, January 1, 2014, and January 1, 2015. See Note 7 to Financial Statements, Retirement 

Plans, Postretirement, and Other Employee Benefits for additional information about GRDA’s 

Postemployment Healthcare Plan. 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER 
MATTERS BASED UPON AN AUDIT OF THE FINANCIAL STATEMENTS 
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 
STANDARDS 

Board of Directors of 

Grand River Dam Authority: 

We have audited in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Grand River 

Dam Authority (the “Authority”), a component unit of the State of Oklahoma, as of and for the year 

ended December 31, 2016, and the related notes to the financial statements, which collectively comprise 

the Authority’s basic financial statements, and have issued our report thereon dated March 31, 2017.  

Internal Control over Financial Reporting 

In planning and performing our audit of the Authority’s basic financial statements, we considered the 

Authority’s internal control over financial reporting (internal control) to determine the audit procedures 

that are appropriate in the circumstances for the purpose of expressing our opinions on the basic financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s 

internal control. Accordingly, we do not express an opinion on the effectiveness of Authority’s internal 

control. 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or 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. A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 

may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Authority’s basic 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 direct and material 
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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. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 

this communication is not suitable for any other purpose. 

 

March 31, 2017 


