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INDEPENDENT AUDITOR’S REPORT

To the City Council Board of Trustees
City of Watonga Public Works Authority
Watonga, Oklahoma Watonga, Oklahoma

Board of Trustees

Watonga Economic Development Authority
City of Watonga

Watonga, Oklahoma

I'have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of City of Watonga, Oklahoma, as of and for the
year ended June 30, 2012, which collectively comprise the City’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of City of
Watonga, Oklahoma’s management. My responsibility is to express opinions on these financial
statements based on our audit.

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

In my opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Watonga, Oklahoma, as of June 30, 2012, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 3 through
9 and 16 through 17 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
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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. T
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.

My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Watonga, Oklahoma’s financial statements as a whole. The
introductory section, combining and individual nonmajor fund financial statements, and
statistical section are presented for purposes of additional analysis and are not a required part of
the financial statements. The combining and individual nonmajor fund financial statements are
the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the andit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In my opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole. The
introductory and statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on them.

ol

Watonga, Oklahoma
April 30, 2013
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JUNE 30, 2012

Within this section, the City of Watonga's (“City") management provides narrative discussion and analysis
of the financial performance of the City's for the fiscal year ended June 30, 2012. The City's performance
is discussed and analyzed within the context of the accompanying financial statements and disclosures
following this section. This discussion focuses on the City's primary government, and unless otherwise
noted, component units reported separately from the primary government are not included. Please read it
in conjunction with the City’s financial statements, which follow this section.

FINANCIAL SUMMARY

« At June 30, 2012, the assets of the City exceeded its liabilities by $24,916,477 (net assets). Of
this amount $3,052,144 (unrestricted net assets) may be used to meet the City’s ongoing
obligations to citizens and creditors. This compared to the previous year when assets exceeded
liabilities by $25,273,541. . .

¢ The City's total net assets are comprised of the foliowing: ‘

(1) Invested in capital assets, net of related debt of $20,136,286 include property and
equipment, net of accumulated depreciation, and reduced for outstanding debt
related to the purchase of construction of capnta! assets.

(2) Restricted net assets of $1,728.047.

(3) Unrestricted net assats of $3,052,144 represent the portion available to maintain the
City's continuing obllgahons to citizens and credltors

« Total liabilities of the City increased by $1,456.144 during the fiscal year. The majority of this
increase is attributable to issuance of general obligation debt related to the hospital.

¢ Afer transfers of $1,027,622 from business-type activities to governmental activities, net assets
of governmental activities decreased $234,681 or 1.76%, and net assets of business-type

activities decreased $122,383 or 1.03%. Overall the health of the City declined when compared
to prior year.

¢ At the end of the current fiscal year, unreserved fund balance for the General Fund was
$1,801,344 or 82% of total General Fund expenditures, excluding transfers.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management’s Discussion and Analysis introduces the City's basic financial statements. The basic
financial statements include: (1) government-wide financial statements, (2) fund financial statements, and

{3) notes to the financial statements. The City also includes in this report additional information to
supplement the basic financial statements.

Government-wide Financial Statements

The City's annual reporting includes two government-wide financial statements. These statements
provide both long-term and short-term information about the City's overall status and are presented to
demonstrate the extent the City has met its operating objective efficiently and effectively using ali the
resourced available and whether the City can continue to meet it objectives in the foreseeable future.
Financial reporting at this level uses a perspective similar to that found in the private sector with its basis
in full acerual accounting and elimination or reclassification of internal activities.

The first of these government-wide statements is the Slatement of Net Assets. This is the City-wide
statement of financial position presenting information that includes all of the City's assets and liabillities,
with the difference reported as net assets. Over time, increases or decreases in net assets may serve as
a useful indication of whether the financial position of the City as a whole is improving or deterlorating.
Evaluation of the overall economic health of the City would extend to other financial factors such as
diversification of the taxpayer base or the condition of the City infrastructure in addition to the financial
information provided in this report,

The second government-wide statement is the Statement of Activities, which reports how the City's net
assets changed during the current fiscal year and can be used to assess the City's operating results in its
entirety and analyze how the City's programs are financed. All current year revenues and expenses are
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statement of activities is to show the financial reliance of the City's distinct activities or functions on
revenues provided by the City's taxpayers.

Both government-wide financial statements distinctively report governmental activities of the City that are
principally supported by taxes and intergovernmental revenues, such as grants, and business-fype
activities that are intended to recover all or a significant portion of their costs through user fees and
charges. Governmental activities include generai government; public safety and judiciary; transportation;

and cultural, parks, and recreation. Business-types activities include utility services, including electricity,
water, and sanitation, provided by the City.

The City's financial reporting entity includes the funds of the City (primary government) and organization
for which the City is accountable {component units). The Watonga Municipal Hospital Authority is a
separate legal entity which operates independently and provides services directly to the citizens though
the City remains accountable for their actions. As such, the Watonga Municipal Hospital Authority is
reported separately from the primary government. More information on the Watonga Municipal Hospital
Authority can be found in their audit report obtained directly from the Hospital Authority.

Fund Financial Statements
A fund is an accountability unit used to maintain control over resources segregated for specific activities
or objectives. The City uses funds to ensure and demonstrate compliance with finance-related laws and

regulations. Within the basic financial statements, fund financial statements focus on the City's most
significant funds rather than the City as a whole.

The City has three kinds of funds:

Governmental funds are reported in the fund financial statements and encompass essentially the same
functions reported as governmental activities in the government-wide financial statements. Howaver, the
focus is different with fund statements reporting short-term fiscal accountability focusing on the use of
spendable resources during the year and balances of spendable resources available at the end of the
year. They are useful in evaluating annual financing requirements of governmental programs and the
commitment of spendable resources for the near-term.

Since the government-wide focus includes the long-term view, comparisons between these two
perspectives may provide insight into the long-term impact of short-term financing decisions. Both the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to the government-wide statements to assist in
understanding the differences between these two perspectives,

Budgetary comparison statement is included in the basic financial statement for governmental funds

deemed as major. This statement demonstrates compliance with the City’s adopted and final revised
budget.

Proprietary funds are reported in the fund financial statements and generally report services for which the
City charges customers a fee. The City has one type of proprietary fund, enterprise funds. Enterprise
funds essentially encompass the same functions reported as business-type activities in the govemment-
wide statements. Services are provided to customers external to the City organization such as water,
sanitation, and electric utilities.

Proprietary fund statements and statements for discretely presented component units {reporting similarly
to proprietary funds) provide both long-term and short-term financial information consistent with the focus
provided by the government-wide financial statements but with more detall.

Fiduciary funds such as the meter deposit funds are reported in the fiduciary fund financial statements,
but are exciuded from the government-wide reporting. Fiduciary fund financial statements report
resources that are not available to fund City programs. Fiduciary fund financial statements report similarly
to proprietary funds.



MANAGEMENT DISCUSSION & ANALYSIS CITY OF WATONGA, OKLAHOMA
JUNE 30, 2012

Notes ta the financial statements

The accompanying notes to the financial statements provide information essential to a full understanding
of the government-wide and fund financial statements. Those notes to the financial statement begin
immediately following the basic financial statements.

A FINANCIAL ANALYSIS OF THE CITY AS A WHOLE
Net Assets

The City's combined net assets at June 30, 2012 are $24,916,477. This is a $357,064 decrease over
June 30, 2011 net assets of $25,273,541. The City reported positive balances in total net assets for both
governmental and business-type activities, reporting $13,264,812 and $11,651,665, respectively. The

City's overall financial position declined during fiscal year 2012.

Currant assets
Non-current assels
Capital assets, net

Total assets

Current liabilities
Non-current liabilities

Total llabilitles

Net assets

Summary of Net Assets

Governmental Activities Business-Type Activities Total

$ %

2012 2011 2012 2011 —_ 2012 2011 Change Changa
$ 3048000 $ 2070410 3§ 901,888 § B74,739 § 4849838 § 2945149 § 1,804,739

75,000 - 205,321 208,722 280,321 206,722 73,599 100%
11,023,479 11,482,896 10,842,994 11,262,835 21,866,473 22,745,731 (879,258) 4%
15,046,479 13,553,306 11,850,203 12,344,296 25,@,535 25,887,602 1,099,080 4%

70,394 197,399 223,13 333,019 294,107 530,418 (236,311) -45%

1,711,273 - 74,825 93,643 1,786,098 93,643 1,682,455  180T%
1,781,667 197,309 298,538 426 662 3056,535 824,061 1,456,144 233%

Invested in capital assets,

net of related debt
Restricted
Unvrestricted

Total net assets

9,387,206 11,357,096 10,748,080 11,032,669 20,136,286 22380565  (2,254,279) -10%
1,728,047 128,472 - - 1,728,047 128,472 1,599,575  1245%
2,149,559 1,869,539 902,585 884,865 3,052,144 2,754,504 297,640 1%

"¥ 13264812 § 13358007 § 11651666 § 11,017,654 5 24.016.477 3 25273541 § (357 064) 1%
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Summary of Changes in Not Assets
Govarnmental Business-type
Activities Activities Total
$ Y
2012 2011 2012 2011 2012 2011 Change Change
Revenues
Program revenues 3 142,880 § 130,537 $§ 3,861,887 $ 3,204,254 $ 4004567 $ 3,3351% $ 669,376 20%
Taxes and other general _
revenues 2,748,407 1,858,071 1,387 31,268 2,749,794 1,880,339 859,455 45%
Totai revenues 2,891,287 1,890,008 3,863,074 3,235,522 £,754,361 5225530 1,528,831 66%
Expenses '
General govemment 686,518 941,507 - - 696,519 941,507 {244,988) -26%
Public safety and judiciary 738,571 603,105 - - 738,571 603,105 135,466 22%
Transportation 1,146 687 1,105,487 - - 1,146,687 1,105,487 41,190 4%
Cultural, parks, and recreation 426,740 335,383 . - 426,740 339,393 87,347 26%
Public sarvice 1,797 25,601 - - 1,797 25,601 {23.804) 100%
Economic development - - 5,400 6,250 5,400 6,250 (850) 100%
Electric - - 1,838,369 1,687,874 1,838,369 1,687,974 150,395 9%
Water - - 312,573 318,496 2573 318,496 (5,923) -2%
Sewer - - 285,303 279,445 285,303 279,445 5,858 2%
Sanitation - - 119,348 105,780 119,346 105,780 13,566 13%
Golf course - - - 42,676 0 42,676 {42.676) -100%
Airport - - 141,769 171,049 141,769 171,048 {25,280; ~17%
Administration - - 255,175 227,380 255175 227,350 27,825 12%
Total expenses 3.010.314 3,015,103 2,957 935 2,839,020 5,968,249 5,854,123 114,126 2%
Excess (deficiency) before ‘
transfers $ (119,027} 5§ (1.025085) $ 9051390 S 396502 $ 786112 § (B28.593) % 1,414,705 -225%
Transfers - internal 1,027,522 1,142,239 (1.027.522) (1,142,239) - - - 0%
Residual equity transfer 143,586 - (143,586} - - -
Transfers - component unpit £1.143.176) {335,662} v - {1.143.176)  {335,662.00) (807.514) 0%
increase (decrease}
in net assets 3 (91.085) § (218518} § (265969 3 (745737 8§ (357.064) § (964,255) § 607,191 -63%

Revenues for the City increased 66% over the prior year.
attributable to increased utility billings and an increase in sales tax.

This decrease in revenues is mainly

Operating expenses remained

consistent with fiscal year 2011 with a 2% change.

Graphic presentations of selected date from the summary table follow to assist in the analysis of the City's

activities,
Publi¢ safety and
judiciary 20 12 Revenu es Transportation
2% . 1%
General ;
government . Cultural, parks and
1% recreation
Interest & Royalities 1%

2%

Taxes proved for 23% of the City's governmental revenues in fiscal year 2012, Interest and royalties
followed as the second major revenue source accounting for 2% of governmental revenues.
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2012 Expenses

Cultural, parks
and recreation
i 14%

Puhlic service
0%

General
government
23%

Fublic safety
and judiciary
25%

For the year ended June 30, 2012, total expenses for governmental activities were $3,010,314. Of this
amount, transportation with $1,146,687 was the largest operaling service department at 38% of the total
: cost of services for governmental activities, These costs, as well as ail other governmental activity

expenses, were primarily funded by tax revenues and transfers in from the Light and Water fund. It

should be noted that governmental expenses are adjusted from the fund statements to the government-
wide statements for the purchase and construction of capital assets. Government-wide statement is full
accrual; capital outlay expenses are eliminated and capital assets are reported.

Business-type Activities

FY12 Business-type Activities

Economic development

Airport
Golf course
Sanitation tif Revernues
| Adrministration W Expenses

Electric |
Sewer
Water

'
'
i
I
I
i
H

4 $500,000 $1,000,00051,500,000%2,000,00052,500,000%3,000,000

Businéss-type activities are shown comparing costs to revenues generated by the related services.
Sanitation, Sewer, Waler, and Electric activities are intended to be self-supporting with user charges and
other revenues designed to recover costs. Other activities provide services with minimal user charges.

For the fiscal year ended June 30, 2012, revenues from electric, water, and sanitation services covered
the cost of operatling their respective departments.
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Gensral Fund B ighlights
The adopted budget for the General Fund for fiscal year 2012 was $2,435,847. Actual expenses were

$243,646 less than budgeted amounts. The General Fund budget complied with financial policies
approved by the City.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assots

At the end of June 30, 2012, the City had $20,136,286 invested in capital assets, net of related debt,
including vehicles and equipment for police and fire operations, street improvements, and park facilities,
in governmental activities and electric lines, water lines and sewer lines in business-type activities. Refer
to the table below.

Primary Government Capital Assets (net of accumulated depreciation)

Governmental Business-type
Activities Activitios Tota)
2012 2011 2012 2011 2012 2019
Land $ 850540 § 645540 § 69070 $ 74070 § 719610 $ 719810
Buildings 174,785 115,461 1,308,446 1,156,425 1,483,231 1,271,886
Machinery & equipment 758,644 749,543 404,102 417,007 1,162,746 1,166,550
Utltity property & improvements 9,439,510 9,972,352 9,061,376 9,615,333 18,500,886 19,587,685
Totals $ 11,023479 § 11,482,886 § 10842594 §$ 11262835 § 21866473 § 22,7457

* In Governmental Activities, the most significant additions included computers and software,
ADAQ bathroom remodel, lights at the park, a park mower, security cameras, a 2012 Chevrolet
police car, tasers, a John Deere grader for the street department, and street overlays.

+ In Business-type activities capital additions included a transformer, an Amwell rotary distributor,
and a disposal pump.

- Debt

At year-end, the City had $1,793,914 in long-term debt outstanding. The City's changes in long-term debt
by type of debt are as follows:

Primary Government Long-Term Debt

Govemmental Business-type
Activities Activities
2012 2011 2012 2011

Line of credit - - - 119,222
Notes payable - - 93,914 110,944
Bonds payable 1,700,000 125,000 - -

less current portion - {125,000} {19,089) {136,623)
Totals $ 1,700,000 3 - $ 74,825 $ 93,643
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ECONOMIC FACTORS AND NEXT YEARS’S BUDGET AND RATES

Economic Environment

The national economic recession resulted in economic concerns and issues for the City. Overall tax
revenues increased due to the 1% increase passed by the citizens. That tax increase was passed to
support the Watonga Municipal Hospital Authority and bacame effective January 2011. Because the City
has effective processes in place to deal with the economic declines, the impact of the national recession
on the City has not been as detrimental as it has in other cities and other part of the country.
Improvement in the economic position is cautiously projected.

Fiscal Year 2013

The City falls under the Estimate of Needs budget basis. Recurring revenues, including sales and use
taxes, are budgeted at 90% of prior year collections. Ulility revenues were budgeted to increase by 1.7%
This approach will ensure that any further decline in the economic ¢an be absorbed by the City.

Operating expenses are budgeted consistent with prior year.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a general
overview of the City’s finances and to show the City's accountability for the money it receives. If you have
questions about this report or need additional financial information, contact the City Clerk's Office at
Watonga City Hall,



City of Watonga, Oklahoma

Statement of Net Assgets
June 30, 2012
Governmental Business-type
ASSETS Activitios Activitios Totak
Curment Assets:
Cash and cash equivalents $ 2,832,983 $ 398,377 s 3,231,360
Investments 846,514 150,000 996,514
Due from other governments 172,455 - 172,455
Accounis receivable (net) - 353,511 353,611
Total current assets 3.851,952 901,688 4,753,640
Restricted assets:
Cash and cash equivalents 96,048 - 86,048
Total restricted assels 96,048 - 06,048
Nancurrant Assets:
Note recelvable, relaled party - 205,324 205,321
Deferred debt expense, net 75,000 - 75,000
Land and construction in progress 650,540 69,070 749,810
Other capilal assets (net of accumulated depreciation) 10,372,938 10,773,924 21,148,863
Total noncument assets 11,008,478 11,048,315 22,148,794
Total assets $ 15046479 § 11,950,203 [ 26,996,682
LIABILITIES
Current liabilities:
Accounts payable $ 610 $ 176770 $ 177,380
Wazges and benefits payable 39,121 10,672 49,793
Compensated absences 30,663 9,122 39,785
Other ligbilitles - 8,060 8,060
Noles payable, current _ - 19,089 18,088
Tolal current liabilitles 70,394 223,713 294,107
Noncurrent liabilities:
Notes payable - 74,825 74,825
Bonds payabls, net of premium 1,711,273 - 1,711,273
Total noncurrent liabilties 1,711,273 74,825 1,786,008
Total llabliities 1,781,667 208,538 2,080,205
NET ASSETS
Invested in capital assets, net of related debi 9,387,208 10,749,080 20,138,288
Reserved for restricted purposes 1,728,047 - 1.728,047
Unrestricted 2,149,560 902 585 3,052,144
Total net assets $ 13,264,812  § 11,8616685 § 24,016,477
See accompanying notes to the financial statements 10



City of Watonga, Oklahoma
Statement of Activities
Year Ended June 30, 2012

Program Revenues

" Operating Capital Net
Charges for Grants and Grants & (Expense)/
Functiona/Programs Expenses Sorvices Contributions Contributions Ravenuo
Governmental aclivitias:
Ganeral government $ 686519 § 3514 § aees $ - §  (662,140)
Public safety and judiciary 738,571 21,900 21,656 - {895,015)
Transportation 1,148 687 17,268 24,000 - {1.105,419)
Cultural, parks and recreation 426,740 13,471 10,206 - (403,063)
Public service 1,797 - - - {1,797)
Total governmental activities 3,010,314 56,153 86,727 - (2,867 434)
Business-type activities:

Water 312,573 as8t,512 - - 66,939
Sewer 285,303 146,621 - - {138,682}
Electric 1,838,269 2,512,010 673,641
Administration 255,175 182,275 - - {72,900)
Sanitation 119,348 274,801 - - 155,545
Golf course . . .
Alrport 141,769 34311 - 330,067 222,609
Economic development 5.400 - - - {5,400)
Total business-type attivities 2,957,935 3,531,620 - 330,067 903,752
Total primary govermmant $ 5968240 % 3,587,773 § 86,727 & 330,087 $ (1,953,682

Ses sccompanying notes 1o the financial statements "



City of Watonga, Oklahoma
Statement of Activities (continued)

Year Ended June 30, 2012
Changes in Net Assets:
Governmental Business-type
Activities Activities Total
Net (expense)/revenue $ (2.867,434) $ 803,752 $  (1,963682)
General revenues:
Taxes:
Sales tax 2,423,413 - 2,423,413
Use tax 101,189 - 101,189
Franchise tax 29,398 - 29,398
Property tax 1,680 - 1,680
Other taxes 130,138 - 130,138
Oil and gas royalities 41,310 - 41,310
investment income 15,735 1,387 17,122
Miscellaneous 5,544 - 5,544
Transfers-Internal activity 1,027,622 (1,027,522) -
Tranfers to component units (1,143,176) - (1,143,176)
Total general revenues and transfers 2,632 753 {1,026,135) 1,606,618
Change in net assets (234,681) (122,383) (357,064)
Net assets-beginning 13,355,907 11,917,634 25,273,541
Residual equity transfer 143,586 143,586 -
Net assets-ending $ 13,284,812 $ 11,651,865 $ 24916477

See accompanying notes to the financial statements 12



City of Watonga, Oklakoma

Balance Shoot
Govommental Funds
June 30, 2012
Hospital Sales Tax Geanersl Tota)
General Strest and Spacial {Capita) Obligaton Non-Major Govemmental
Fund Alley Fund Debt Service Revenus Improvement) Bowds Funds Funds
ASSETS
Cash anil cesh equivaienis $ 9286812 § BOSHK1 3 18028 § 78020 § 102,100 § 1625375 § 895 0§ 28200
Invesiments 846,514 . . - - . - B48.514
Dus from other govemments 80874 4,% G2 015 15,743 - - 'i_f%%
Tolal assets ; 1@1@ X $ Tilﬁﬂ 3 145!55 3 17843 $ 1625375 ' § 5!513 848,
LIABILITIES
Accounts payable $ 610 % - s - $ - 3 - $ - $ . $ 810
Wagas and banefits payabls 39,121 - - - - - - A2
Compensgiad ahsences 30,683 - - - - - - 30,863
Toia! liabilties 70,394 - - - - - - 70,394
FUND BALANCES
Restricted - 04,844 16,028 - - 1,625,375 - 1,726,047
Committed - - - 140,995 117,843 - . 258,838
Assigned 62 - - - - . 89,315 89277
Unassigned 1,801,344 - - - - - - 801
Total fund balances 1,801,406 84,844 18,028 140,095 117.843 1,825,375 [T 3
Total Habiktes and fund balances 18H § _Gigu 3805 ¥ 140005 § 117843 § 16a6ai5. 5 I8 1_:1%%, ]
Total fund balance- total povernmental funds $ 3877808
Amounts reported for govemmental activities in the Statement of Net assets are difforent because:
Land and capital sasats, net of accurnulated depreciation, are nol finanical resources and, in the funds, and therefore, are nol reported
Land and construciion in process 650,540
Capits] assuts 24,788,258
Less: Accumuiated deprecistion (14413 18)
11,023470
Long-term portion of lab2ities are not due and payable in the cunrent period end are not reported 75,000
Dofermed debt expense {1.711.273}
Bonds payabia, net
Net assots of govemmontzl activities 5 13264812

See sccompimytng nots b the finandal stalements 13




Clty of Watonga, Okishoma
Staternent of Revenues, Expenditures, and Changes In Fund Balances

Governmantel Funds
June 30, 2012
Ganeral Told
Gantsl Stroet and Debt Hoaphta) Salas Tax Obligation Non-Major Governmanial
Fund Allwy Fund Saotvicw Special Reverwe Borwds Funds Funds
I — -_—

H 121,707 $ - ’ - LI T ] L I £ 1 - [ . $ 24
101,989 - . . . . . 0,09
0.8 - - . - . - 29,388
47,080 0072 - - . . - 0,13
- - 1550 - - - . 1800
514 . - . - - . As5u
91310 . . . . - - «,30
20,000 . - . - . - 000
1331 18823 . - . . - 1,504
- 24,000 - - . - 082 E 1]
2172 . . - . - 2m B.54
30,885 75 . . . . . n5w

174 55 570 80 125 n 1

R ¥ — Y At N Y FL XY 2 EZRAL) _'TB%‘
s2m . . . . - . 42271
13,987 - - . - . . 13,967
0.2 . . . - . . 90729
1700 - . - . - . 7.0m
g T82 . . - . - . g Th
0,786 . . . - . R o
415338 - - - . - - 415,39
o5 - . . - . 27.048
b
Streot 108 4234 - . - - . a88 242
Totel bransoanaton 1 a, 5 - - - . B

Cultural, parks sl recipption: LA

Lisrmry 187471 . - . - - 8807 117,408

Park 7005 . - . 6,185 - . 129,180

Goif B7 453 . - . . - . 7,453

Tolal cultursl, parss and recrrstion E !:! " B A &E A By BN

Pubic servics: 587 il

Alrpart 1787 [ - . . . . ‘me_
Total public serviss i - - p - - - 1,

Copsl oudey TR0 T " T BT . R ST
Rt oetvice

Principa - - 125,000 - . - . 125,000

tntavest . - 1,718 - . - . i)

Fineal changes - . 0 . . - . . m

Bond e coste - . - - - 74,750 -

ot ependaces — . al— v Wl — X T 123 . wle— 751

Exess of et

apendbues ;m 270) [l (125, 234) 969,933 197.518 {TA623) 18353) 400.v03

OTHER FINAKCON) SOURCES (SRR
Transters in 1,125,000 . "I 0 3,307 - 55255 1,785,004
Tranafen out [ )] - - {529.895) (142,233} 111213 15920 {758,382}
Tranalern aut 10 SOMPONETE LIS - . - (813.296) - . {828,780} {1.143,778)
Premium on bonda - - - . . 11213 - 11,
Long-tarm dabt issued - - - - - 1,700,000 - 1.

Total other Anencing SOOH 00 Ubrs TR p L L I (-5 O 1117} 1.%6&' 7T 7 505 51
Net change in fund baisnces 420879 {42,620} (113,981) (109, 384) 58,560 1625075 ELY 147512
Fund batances - baginming 1376854 120,472 121,008 250,51 50253 - SI0M +.800. 011
Residusl oquily transter 03 . - . . - . 183
Fumd batances - ending 3 1801408 & Mg 3 L I T Y R W T ") 1823375 % B 3 3ATeis

Bes accompanying noles to the financis! sistements. 14



City of Watonga, Oklahoma
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
June 30, 2012

Reconciliation of the change in fund balances - total governmental funds
to the change in net assets of governmental activities:

Net change in fund balances - total governmental funds $ 1,875762

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

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense.

Capital asset purchases capitalized 186,017
Depreciation expense (785,187) (599,170)

The proceeds of debt issuances provide current financial resources to governmental
funds, but issuing debt increases long-term liabilities in the statement of net assets.
Repayment of debt principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets

Long-term debt issued {(1,700,000)

Premium on bonds {11,273)

Debt principal 125,000

Bond issuance costs 74,750

Fiscal charges 250 (1,511,273)

Change in Net Assets of Governmental Activities $_ (234,681)

See accompanying notes to the financial statements 15



i City of Watonga, Oklahoma

i Genaral Fund

| Statement of Revenues, Expenditures, Encumbrances, and Changes In Fund Balance
i Budget and Actual (Non-GAAP Budgetary Basis)

i Year Ended Juna 30, 2012
| Varlance -
i Originat Revised Favorable
i Budget Ravislons Budget Actusl Unfavorabie
I REVENUES AOnfaorabie)
i Sales tax $ 1511816 § (275000) $ 1236818 $ 1,186,167 §  (40,449)
. Use tax 22,004 70,000 92,004 100,262 8,258
! Cigaratie tax - - - 35,678 35,878
! Franchise Tax 26,138 - 20139 20,308 2%
: Alcoholic beverage tax 45,464 - 45,464 53,247 7,783
Police Flna & Court Faes 15,073 . 15,073 21,900 6,827
tnsurs OK 7628 - 37828 25,673 (12,188)
Rentals, sales, misceflanecus 35,753 - 35,753 42,200 8,447
0O & gas income 31,849 {30,000) 1,849 1,681 32
Licenses & permits 1,754 . 1,754 3,514 1,760
Inferest Income 19,905 . 19,985 14.742 (5,253)
; Gotf feas - - - 13471 13471
: Waetonga Housing Authority - - - 5,192 5192
: Total revenues 1,750,476 (235,000) 1515476 1,543,325 27,849
i
| EXPENDITURES
|
‘ Generel govemmant: 932,000 {160,050) 771,850 547,550 224,400
' Managerial: 12,850 150 13,000 13,867 (ve7)
|
i City Cleric 84,000 15,500 908,500 93,724 8778
!
! City Treasurer; 18,400 1,000 17.400 17,071 329
i City Attornay: 35,800 {5.,000) 30,800 20,782 2,118
1
Total Ganeral govemmant: 1,081,150 (148.400) 932,750 701,084 231,658
i Publc aafety end fudciary:
g Municipat Court; 8,102 900 10,002 9,786 238
|
Palica Depariment: 375,000 £3.000 428,000 418,123 8877
| Fire Departmant; 193,575 43,000 238,575 238,950 (2,381)
Total 677877 86,900 674,577 667.845 872
|
; Ienaporiation;
; Stroet; 435,000 40,000 475,000 486,315 8,685
Total 435,000 40,000 475,000 468,315 8,885
Culture and recreation;
Library: 148,020 25,500 171,520 169,104 2418
Park: 110,000 5,000 115,000 118,594 (3.594)
= Gaif: 81,000 1,000 62,000 67.452 (5,452)
: Total Cullure end recreation; 317.020 31,500 348,520 355,150 (6.830)
I
Alrport: 25,000 {20,000} 5,000 1,797 3,203
Tolal Public sarvices 25,000 {20.000) 5,000 4,707 3203
Total expendiures 2,435 847 - 2,435,847 2192201 2436846
Ravanue over (undar) expendiuras {685,371) {235,000} (920,371) (648,876) (215,797

Saa accompanying nolas t e financis! sistements 16



Clty of Watonga, Oklahoma
General Fund
Statement of Revenuos, Expenditures, Encumbrances, and Changes in Fund Balance
Budget and Actual (Non-GAAP Budgetary Basls)
Voar Ended June 30, 2012

i Variancs -
; Original Revisod Favorable
i Budget Revisions ‘ Budget Actual _{Unfavorable)
|
! Operating transfors initout) 834,192 270,808 1,105,000 1,055,148 (49.852)
! Net other financing sources (uses) §34,102 270,808 1,105,000 1,055,148 (49,852)
Revenues and other financing sources over
{under} expenditures and other uses 148,821 35,808 184,620 408,272 {265.649)
Fund balance at baginning of year {Nan-GAAP budgatary basis) 1.:;56,248 1,356,248 1,358,248 1,380,527 1,380,527

Fund balance at end of yaar (Non-GAAP budgetary basis) $ 3,505,080 $ 1!392!DSB $ 1540877 % 1,786,788 3 1,114,878

ADJUSTMENTS TO GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

Revenus and {ransfer accruals 14,807
Fund balance at end of year (GAAP basis) 2 1!801!406

Sae accompanying notes t the Anencizl statements 17



City of Watonga, Oklahoma

Statement of Nat Aasets
Proprietary Funds
June 30, 2012
Light and Publie Economic Totat
Water Works Development Enterprise
Fund Authority Authority Funds
ASSETS
Curment assets:
Cash and cash equivalents s 327,658 H 51,378 H 19,345 398,377
Investmeonts 150,000 - - 150,000
Accounts receivable, net 353,511 - - 353,511
Total current assels 831,167 51,378 19,345 901,888
Noncument assats:
Note receivable, relgled party 205,321 - - 208,321
Capill assets {net} 9,427,166 1,415,825 - 10,842,954
Total noncurrent assols 9,632 480 1,415,825 - 11,048,315
Total assats $ 10463857 3 1467201 § 19,345 11,850,203
LIABILITIES
Cumen! abilites:
Accounts payable 3 176,770 ] . 3 - 176,770
Wages and benefits payable 19,764 - - 19,794
Onher labilties 8,080 - - 8,060
Notes payabls, current - 18,088 - 19,089
Total current lisbites 204624 18,089 - 223,713
Noncurrent Gabllies:
Notas payable. non-curent - 74,825 - 74,825
Total noncumen fabies - 74,825 - 74,825
Total liabHites 204 624 93,914 - 298,538
NET ASSETS
Invested in caplial assols, net of related debt 9,427,169 1,321,911 - 10,745,080
Unrestricted 831884 51376 19,345 902 585
Tota! net assets $ 10,268.033  § 1373287 8 19,345 11,651,685
See accompanying noles to tha financial slatements 18



Statement of Revenues, Expenses and Changes In Fund Net Assets

City of Watonga, Oklahoma

Proprietary Funds
Yoar Ended June 30, 2012
Light and Public Economic Total
ator Golf Course Works Development Entarprise
Fund Fund Authority Authority Funds
Charges gr services:
Water charges $ 381512 § - $ - $ - $ 3W/1512
Sewer charges 146,621 - - - 146,621
Eleciric charges 2,512,010 - - - 2,512,010
Sanitation charges 274 891 - - - 274,891
Sale of fuel - - 11,014 - 11,014
Penalties 47.829 - - - 47,629
Total charges for services 302, - LEULE - 3373877
Lease and rental income - - 23,297 - 23,297
Other fees and charges 134.648 - - - 134,646
Total operaling revenues 497, - 34,311 - 3539.620
gosl 5 sales 1,571,079 - - 1,571,079
Personal services 354,716 - - 354,716
Materials and supplies 164,406 - 7,788 - 172,194
Other services and charges 150,684 - 9,055 5400 165,139
Dapreciation and amortization 568,881 - 119,742 - 689,623
Total operaling expenses 510, - 36,585 5,400 2,952,751
Net operating income 686,543 - (102,274) (5.400) 578,869
Granis operaling - - 330,067 . 330,067
Investment income 1,290 15 s 59 23 1,387
Interest expense - - ; ,184) - §5,134!
Tolal nonoperaling revenue/(expense) 1,250 15 X 23 A
Net Income before contributions and transfers 687,833 15 222,668 (5,377) 805,139
Eamution ] - . - . -
Transfers from other funds £,243 - 142,235 - 147,478
Transfers to cther funds {1,175.000) - - - (1,175,000)
Change in not assets {481,924) 15 364,803 (5377 (122,383)
Net assets-beginning of year 10,740,957 143,571 1,008,384 24722 11,917,634
Residual equity transfer - {143,586) {143,586)
Net assets-end of year $10.250,033 § - $ 1373287 § 19,345 $113651|865

See sccompanying nalas (o the financia) siatements
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City of Watonga, Oklahoma
Statement of Cash Flows

Proprietary Funds

Year Ended June 30, 2012

Receipts from cusiomers
Payments to suppliers
Payments to employess
Net cash provided {(used) by operating activities

cRSVL IS ITEN DOD-L AR INAD
Operating grants and contributions
Transfars from other funds
Transfors to other funds
Non-capital note receivable pymt received from component unit
Neat cash provided (used} by non-capital

financing activities

1N {lows from capital and related
Purchases of capital assels
Issuance of capital dabt
Prineipal paid on capital debt
Interest paki on capital debt
Net cash provided (used) by capital and
related financing activities

Investment income
Neot cash provided (used) by investing activities

Net increase {decrease) in cash and cash equivalents
Cash & cash equivalents, June 30, 2011

Cash & cash equivalents, Juna 30, 2012

Cash, including tims deposits
Total cash and cash equivalents, end of year

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities
Operating incoma {loss}
nts 0 reconcile operating income (loss) to
net cash provided (used) by operating activitias:
Daprociation
Changes in assets and ligbilities:
{Incraase) decrease in accounts receivable
Incraase (decrease) in accounts payable
Increase (decrease) in wages and benefits payable
Incroase (decreasa) in cther labilites
Tols adjustments
Net cash provided (used) by operating activities

Bos accorpanying nobes {0 the finandial sikisments.

Light and Public Economic Total
Water Golf Course Works Development Enterprise
Fund Fund Authority Funds
$ 3434410 § - % 34,311 3 - § 3,468,730
(1.579.33) - {16,843) (5.400) Qa Ug; A1)
(353, - - - 528
1,!‘61153!)‘ - 17,468 X 213,
- - 330,087 - 330,087
5.243 - 142,235 - 147,478
(1.175,000) (3,833) - - (1,178,833)
1,401 - - - 1401
—(T.Te8,358) B.553] ATZ302 B (E00,887]
(80,032 - (320,503) . {409,535)
- - {138,252) - (138,252)
- - (5.184) - (5,184)
[LLERD - {470,939 CO X 14 ) )
1,260 15 58 23 1,387
1380 5 50 0 :
(45.438) (2.818) 18,890 (5,377 (35.741)
373,062 34618 32,488 24 722 434 118
S 32765 S - 51376 % 19345 § 396377
$ 327858 $ - $ 31 378 $ 19,345 $__ 388377
L = L —lpe
§ 606343 § - § (102274) s (5400) § 578,869
£66,881 - 118,742 - 609,623
{62,890 - - . (82,800)
6,621 - - . 8,821
1,187 - - - 1.187
320 - - - 320
515,119 - 118,742 - 834,861
e — S Lin LN —— ¥
$1 !201 882 [] - 3 17468 S !5#002 2 1 !21 3!730
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City of Watonga, Oklahoma
Statement of Fiduciary Net Assets

June 30, 2012
Total
Agency Fiduciary
Funds Funds
ASSETS
Cash and cash equivalents 3 80,261 3 80,261
Investments 127,000 127,000
Total asseis $ 207,261 3 207,261
LIABILITIES

Bonds and deposits subject to refund $ 207261 § 207,261
Total liabilities 207,261 207,261

See accompanying notes 1o the financial statements 21



City of Watonga, Oklahoma

Statement of Changes in Fiduciary Net Assets

June 30, 2012

Municipal Total
Meter Court Agency
Deposit Fund Bond Fund Funds
ASSETS
Cash and cash equivalents $ 75740 & 4,521 $ 80,261
Cash and investments, restricted 127,000 - 127,000
Total assets $ 202740 § 4521 § 207,261
LIABILITIES

Bonds and deposits subject to refund $ 202,740 $ 4521 § 207,261
Total liabilities $ 202,740 § 4,521 $ 207,261

$See accompanying notes to the financial siatements 22



ASSETS
Cash and cash equivalents
Total assets

LIABILITIES

_Accounts payable

Total liabilities

FUND BALANCES
Assigned
Total fund balances
Total! liabilities and fund balances

See accompanying netes to the financial statements

City of Watonga, Oklahoma
Combining Balance Sheet
Non-Major Governmental Funds

June 30, 2012
Total
Grant Non-Major
Fund Huff Savings  Library Fund Funds
$ 54308 8 35,007 % $ 89,315
$ 54308 § 35007 % $ 89,315
¥ - $ - $ $ -
54,308 35,007 89,315
54,308 35,007 89,315
$ 54,308 % 35007 % $ 89,315
23



City of Watonga, Oklahoma

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Non-Major Governmental Funds

June 30, 2012
TOwW T
Grant Library Non-Major
Fund Huff Savings Fund Funds
Intergovernmental revenue $ 21,656 $ - $ 10,208 $ 31,862
Donations - 2,772 - 2,772
Interest income - 77 - 77
Total revenues 21,606 2,849 10,206 34,711
EXPENDITURES
Pubic safety and judiciary:
Fire 27,848 - - 27,848
Total public safety and judiciary 27,848 - - 27,648
Cultural, parks and recreation:
Library - - 9,937 9,937
Total cultural, parks and recreation - - 9,937 837
Capital outlay - - 6,279 27
Total expenditures — T staas - 16,215 44,064
Excess (deficiency) of revenues over
expenditures (6,162) 2,849 (6,010) (9,353)
QTHER FINANCING SOURCES (USES)
Transfers inf(out) 44,872 2,772 - 47 644
Total other financing sourcas and uses 44872 2,772 - 47,644
Net change in fund balances 38,680 5,621 (6,010) 38,201
Fund balances - beginning 15,628 29,386 6.010 51,024
Fund balances - ending $ 54,308 $ 35,007 $ - $ 88,315

See accompanying notes to the financial statements 24



City OF WATONGA, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

{1 GNIFICANT AC N c

The accounting and reporting framework and the more significant accounting principles and practices of the City of Watonga,
Oklahoma (*City") are discussed in subsequent section of this note. The remainder of the notes is organized to provide
explanations, including required disclosures of the City's financial activities for the fiscal year ended June 30, 2011,

A. Reporting Entity
Fund Types and Major Funds
Major Governmental Funds

General Fund
Reported as the primary fund of the City. This fund is used to account for all financial resources not reported in cther funds.

Street and Allev Fund
Accounts for the legally restricted gascline and commercial vehicle taxes. Funds are used for maintenance and repair of
streets and street equipment.

Debt Service Fund
Accounts for the accumulation of financial resources for the payment of principal and interest on tha City’s general abligation
debt.

Special Ravenue Fund
for the 2% sales tax resiricted for the Hospital Authority's capital expenditures and the transfer to the Hospital

RIS X r&l . i {1} =1111- LY
Accounts for the capital expenditures of the 1% fmited purpose sales tax.

General Obligetion Bondg

Accounts for the proceeds of the General Obligation Hospital Funding Bonds of 2012 which were issued June 1, 2012 to pay
obligations incurred in the operations, equipping and maintenance of the Watonga Municipal Hospital as well as for afl legal,
financial and other costs relating to the issuance of the bonds.

Non-Major Governmental Funds

Grant Fund

Established as a spactal revenue fund o account for the Clty's grant programs
Huff Savings Fund

Established as a special revenue fund to account for assigned donations.

Library Fund _
Established as a special revenue fund to account for the operations of the municipal library.
Major Proprietary Funds

Accounts for the aperating activities of the electric, water, sewer, and sanitation wtilties of the City.

mpemﬂng activities of the municipal golf courss.

lig W
Accounts for the operating activities of the municipal airport,
Wm of the economic development of the City.
Fiduclary Componant Units (reported in fiduclary financiat statements)
Accounts for utility deposits received by customers.

Municipe! Court Bond Fund
Accounts for bonds held by the City related to the municipal court operations,

B. Bagic Financlal Statements
Government-wide Financlal Statements

The government-wide financial statements Include the statemant of net assels and stelement of activities. These statements
report financial information for the City as a whole. The statements distinguish govemmental activitles, generally supported by



CITY OF WATONGA, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

taxes and Cly general revenues, from business-type activities, generally financed In whole or in part with fees charged to
extemal cusiomers. Individual funds are not displayed by the staternents,

The statement of activities reports the expanses of a given function offset by program revenues directly connected with the
functional program. A function is an assembly of similar activities and may Include portions of a fund or summarize more than
one fund to caplure the expenses and program revenues associsted with a distinct functional aclivity. Program revenues
include: (1) charges for services with usage fees, fines and forfeitures, and other charges 1o users of the City's services; (2)
operating grants and contributions which finance annual operating activities; and (3) capital grants and contributions which fund
the acquisition, construction, or rehabilitation of capital assets. Taxes and other revenues sources not property included with
program revenues are reported as general revenues.

Fund Financlal Statements

Fund financial statements are provided for governmenta!, proprietary, and fiduciary funds. Maljor Individual governmental and
enterprise funds are reported in separate columns.

Measurement Focus and Basis of Accounting

The financial statements of the City are prepared in accordance with accounting principles generally accepted in the United
States (U.S. GAAP). The City's reporting enlity applies all relevent Governmental Accounting Standards Board (3ASB)
proncuncements and appficable Financial Accounting Standards Board (FASB) pronouncements and Accounting Principles
Board (APB) opinlons issued on or before Novembar 30, 1989, unless they confiict with GASB pronguncements. The City's
reporting entity does not apply FASB proncuncements or APB opinions issued after November 30, 1989,

The govemment-wide statements report using the economic resources measurements focus and the accrual basis of
accounfing. Reimbursements are reported as reductions to expenses. Propristary financial stalements and financial
statements of the City's component units also report using the same focus and basis of accounting. Revenues are recorded
when eamed and expenses are recorded when a liability Is incurred, regardiess of the timing of related cash flows.

Govemmental fund financial statements are reported using current financial resources measurement focus and the modified
accrual basls of accounting. Revenues are recognized when they ane bolh measurable and avaflable. Measurable means
knowing or being able to reascnably estimate the amount. Available means collectible within the currant petiod or soon enough
thereafter {o pay current lfabifiies. The City considered revenues to be available if they are coflected within 60 days of the end
of the fiscal year. Expenses are recorded when the refated fund fiability is incurred.

Major revenue sources susceplible to accrual include: sales and use taxes and intergovemmenta! revenues. in general, other
ravenues are recognized when cash is recelved.

Operating income reported in the proprietary fund financial statements includes revenues and expenses related to the primary,
continuing operations of the fund. Principal operating revenues for proprietary funds are charges to customers for sales or
services. Principal operating expenses are the costs of provided goods or services and include administrative expenses and
depreciation of capltal assets. Other revenues and expenses are clagsified as non-operating in the financial statements.

. Budget Poliey and Practice

Budget Approval

The City follows the Estimate of Needs based budgeting. The budget is submitied on the required form no later than August
27. Revenues estimatad for the General Fund are limited to 90% of the prior year recurming revenues plus any unreserved fund
balance carry-over. The Council approves the budget.

Compliance
At June 30, 2012, tha City was in material compliance with Oklahoma budgeting regutations.

For the purposes of the combined balance sheet and the statement of cash flows, “cash and cash equivalents” Includes all
demand deposits, savings accounts and cerfificates of deposits or short-tern invesiments (including restricted assets) with an
original maturity of three months or less. Deposits are stated at cost.

Investments are reported at fair value which is determined using markel prices. Short-term investments are reported at cost,
which approximates fair value.
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CITY OF WATONGA, OKLAHOMA .
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

Due from other governments

Significant receivables include sales tax, use tax, gasoline and motor vehicle tax receivables due from the state of Oklahoma
and Blaine County, Sales and Use Tax are considered fully collectible.

Accounts Recelvable

Significant receivables include amount due from customers primarity for utility sarvices. These receivables are due within one
year. Certain enterprise funds report accounts receivable net of an allowance for uncollectible accounts. The allowance
amount is estimated using accounts receivable past due more than 50 days, At June 30, 2012, the City has estimated an
allowance of $170,656.

Restricted Assets

Restricted assets include assets legally restricted for capital projects at the hospital funded through sales tax directives.
Restricied assets are current in nature and are reported with current assets in the finandal statements.

When both restricted and unrestricted resources are avallable for use, it is the City’s policy to use restricted resources first, then
unrestricted resources as needed.

interfund Balances

Generally, outstanding bafances between funds reported as due to/due from other funds include outstanding charges by one
fund to another for services for goods or misceflanecus receivables/payables between funds. Activity batween funds that is

representative of lending/borrowing arrangements oulstanding at the end of the fiscal year and are described as due to/due
from other funds.

Capital Assats, Depreciation, and Amortization

They City's property, plant, equipment, and infrastructure with useful lives of more than one yaar are stated et historical cost
and reported in the govemmant-wide financial statements, Proprietary capital assels are also reported in their respective fund
financial statements. Donaled assels are stated at fair value on the date donated. The City generally capitalized assets with
cost of $1,000 or more as purchase and construction outiay occur.

The cost of normal maintenance and repairs that do not add to the asset value or materially extend useful lives are not
capltalized. Capital assets are depreciated using the straight-ine method. When capital assets are disposed, the cost and

applicable accumulated depraciation gre removed from the respective accounts, and the resulting gain or loss is recorded in
operations.

=  Bulldings 20-50 years
»  Otherimprovements 10 years

»  Machinery, fumiture & equipment 5-25 years
*  Infrastructure 20-40 yoars

Costs incurred during construction of long-{ived assets are recorded as construction in progress and are not depreciated until
placed in service,

Compensated Absences

Full -ime employees are granted vacation benefits In varying amounts to specified maximums depending on tenure with
the City. Sick leave accrues to full-time employees at 1 day per month with a specified maximurmn of 65 days. Sick leave is
not payable at the termination of amployment. Employees are entitled to all accrued vacation leave upon termination. The
estimated liabilities include required salary-related payments. Compensated absences are reported as accrued current
liabilities in the govemment-wide and proprietary financial statements.  Govemmenta! funds report only matured
compensated absences payable to currently terminating employees.

Long-Term Debt

In the govemment-wide, proprietary, and component unit financial statements, outstanding debt is reported as a liability,

Fund Equity
Fund Balance

The governmental fund financial statements report reserved fund balance for amounts not avaitable for appropriation or legaily
restricted for specified purposes beyond the restrictions applicable to the fund.
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CiTYy OF WATONGA, OKLAHOMA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

Not Assets

Both proprietary fund financial statements and govemment-wide financial statements report net assets. Amounts invested in
capliis! assets, net of related debt and legally restricted amounts are separated from unrestricted net assets.

Invested In capital assets, net of related debt
The amount restricled consists of capital assets including restricted capital assets, net of accumulated depreciation and

reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets.

Restricted net assets

Amounts reported as restricted consist of net assets with constraints placed on their use efther by (1) external groups such as
creditors, grantors, contributors, or laws and regulations of other governments; or (2) law through constitutional provisions or
enabling legislation.

Governmental Fund Balances

The Gavemmental Accounting Standards Board (GASB) has issued Stalement No. 54, Fund Balance Reporting and
Govemmental Fund Type Dsfinitions (GASB 54). This Stalement defines the different types of fund balances that a
govemmantal entity must use for financial reporting purposes.

GASB 54 requires the fund balance amounts to be properly reported within one of the fund balance categories list below,

Nonspendahle

Fund balanca associated with inventories, prepaids, jong-term loans and notes receivable, and property held for resals
(unless the proceeds are restricted, committed, or assigned),

Restricted

Fund baiance category includes amounts that can be spent only for the specific purposes stipuiated by constitution,
external resource providers, or through enabling legislation,

Committed

Fund balance classification Includes amounts that can be used only for the spacific purposes determined by a formal
action of the City Commission, the. City's highest level of decision-making authority,

Assigned

Fund bafance classification are intended to be used by the government for specific purposes but do not maet the criteria
to be classified as restricted or commitled, and

Unassigned
Fund balance is the residual classification for the government's general fund and includes all spendable amounts not
contained In the other classifications

Use of Estimates

The preparation of financial statements in conformity with US GAAP requires management to make estimates and
azsumptions that affect certain reporting amounts and disclosures; accordingly, actual results could differ from those estimates.

Cerlain reclassifications have been made to prior period batances in order to conform to the curment period's presentation.

Program Revenues

Charges for Services
Program revenues reported with governmenial activities include charges for services like permils and fees, park charges, and
fines and forfeitures. Business-type activity charges for services include all operating income of proprietary funds.

Grants and Contributions

Govemmental grants and contibutions primarily consist of grants from Federal and state agencies. The nature of the grint
determines if it is reported as operating or capital program revenues.

Business-type activity granis and comtributions Include donations from others as well as grants from Federsl and state
agencies,

General Revenues
General revenues reponted with govemmaenta) activities include tax revenues and unrestricted Investment income.
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@

Sales Tax

Effective January 2011, the City increased tha sales tax levy from 4% to 5% based upon a vote of the citizens. The sales tax s
levied on taxable sales within the City and is collected by the Oklahoma Tax Commission. Tax collections is remitted to the
City in the month following recsipt by the Tax Commission. A portion of the sales tax levied is restricted as o the use,

One percent (1%) is restricted and recorded as sales tax revenue In the Hospital Special Revenue Fund for capital
improvements at the Hospital. One half percent (1/2 %) s restricted and recorded in the Sales Tax {Capital Improvement)
Fund to development of the Huff-Lorang Park, other park improvements, and police and fire department use. Cne percent
(1%) Is restricted and reported as sales tax transfer to component units in the General Fund for the benefit of the Hospital, a

title 60 trust of the City.

The remaining two pencent (2 1/2%) is unrestricied and is recorded as sales tax revenue within the General Fund.

ASSETS AND LIABILITIES

A. Assets
Deposits and investrnents
D

Custodial credit risk for deposils is the risk that in the event of a bank failure, the City's deposits may not be retumed or the
City will not ba able to recover collateral securitles in the possession of an outside party. The City's deposits are secured by
collateral values al market or par, whichever is lower, less the amount covered by the Federal Deposit Insurance
Corperation (FDIC). Deposited funds may be invested in certificates of deposit In Institutions with an established record of

fiscal heafth and service.

Interest rata risk is the risk that changes in interest rates will adversely affect the fair value of an investment, Investments
held for longer periods are subject to increased risk of adverse interest rate changes.

Investments
The City invests primarily in certificates of deposit. Investment securities are exposed to various risks such as interest rate

risk and cradit risk.
Primary Government
Fair Value/ Average
Carrying Crudit Quality/
Types of investmeonts Amount Cost Ratings {1)
Primary government
INVESTMENTS:
Certificates of depoait $ 986514 § 996,514 N/A
Tolal investments 996,514 996,514
Total pimary govemment Investments  § 996,514 $ 996,514
RECONCILATION TO STATEMENT OF NET ASSFTS
Govemmental Busingas-tvbe
Activities Activitios Total

Investments, unrestricted $ 846,514 5 150,000 $ 996,514
Total investments  § 846,514 $ 150,000 3 998,514
] 1

(1} Ratings are provided whers applicable to indicats associated Credit Riak. N/A indicates not applicabla.
(2} Intevent rate risk is estimated using either dumation or weighted average days to maturity depending on the respective policy,

Woighted
Average Days to
Maturity (2)
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Restricted Assets
Cash
Governmental Activities
Debt service sinking fund $ 18,028
Hospital sales tax 78,020
GO bonds- hospital 1,625,375
Total Governmental Activities 1,721,423
Total Restricted Assets $ 1,721,423
Capital Assets
GChanges in Capital Assets
Primary Government
Balance at Balance at
June 30, 2011 Additions Deletions June 30, 2012
Govemmental Activios
Land $ 645,540 $ - $ 50000 $ 650,540
Buildings & structures 2,715,838 10,582 (235,702) 2962122
Machinery, furniture, & equipment 2.423,794 101,852 (137,355) 2,663,001
Infrastructure & improvements 19,087,551 73,584 - 19,161,135
Total 24,872,723 186,018 (378,057) 25.436,798
Less accumulated depreciation 13,389,827 785,187 {238,305) 14,413,319
Govemmental fixed assets, net $ 11,482,898 $ 5599.169! § 139,752 $ 11,023,479
— ] —— I —
Business-lype Aclivies
Land $ 74,070 $ - $ 5,000 $ 69,070
Buildings & structures 5,133,611 329,503 174,484 5,286,530
Machinery, furniture, & equipment 1,366,879 87,721 137,355 1,297,245
Infrastructure & improvements 17,895,985 12,310 61,218 17,847,077
Total 24,470,445 409,534 378,057 24,501,922
Less accumulated depreciation 13,207,610 689,623 238,205 13,658,028
Business-type fixed assets, net $ 11282835 § (280,089) § (139,752) $ 10,842,994
] e — I ——————
Total primary government $ 22745731 $ (879,258) % - $ 21,866,473
Business-lvpe Aglivies
Light and Public Works Total
Water Fund Authority Busineas-Type
Land $ 48,070 $ 21,000 $ 69,070
Bulldings & structures 222,856 5,065,674 5,288,530
Machinery, fumiture, & equipment 1,024,570 272,675 1,297,245
Infrastructure & improvemenis 17,847,077 - 17,847,077
Total | 18,142,573 5,359,349 24 501,922
Less accumulated depreciation (9,715,404) (3,943 ,524) (13,658,928)
Business-type ixed assets, net $ 9427189 $ 1,415,825 $ 10,642,554
p— — ] E—————— 3
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Depreciation Expense

Governmental Actlvitles Business-type Activities
General government $ 2,480 Water $ 221457
Public safety & judiciary 46,663 Sewer 249,436
Transportation 678,345 Electric 67,866
Cultural, parks & recreation 57,699 Administration 11,647
Total depreciation expense $ 785187 Sanitation 19,475

Airport 119,742

B. Ligbilities
Notes Payable

Governmental Activities

Total depreciation expense

$ 689,523
——————

The City of Watonga issued General Obtigation Hospital Funding Bonds of 2012 dated June 1, 2012in  $ 1,700,000
the amount of $1,700,000 to be used for obligations incumed In the operations, equipping and
maintenance of Watonga Municipal Hospital as well as all legal, financial, and other costs relating to the
Issuance of the bonds. Payments are made semi-annually with a variable interest rate ranging from
2.00% to 3.6%. The bonds mature June 1, 2032,

§ 1,700,000

Business-Tvpe Activitios
In October 2009, PWA entered into an agreement with John Deere credit for the purchase of a wheel 93,914
loader in the amount of $133,783. The loan camies a fixed interest rate of 5.87% for B4 months,
maturing September 2016.
$ 83,914
Changes in Long-Term Dabt
Balance at Amount Amount Balance at Due Within
Type of Debt July 1, 2011 tasued Retired June 30, 2012 One Year
Governmental activities:
General Qbligation bonds $ 125,000 $ 1,700,000 $ 125,000 § 1,700,000 $ -
Busineas-type activities:
Comarstone Bank LOC $ 119,222 $ - $ 119,222 $ - $ -
John Deere Credit 110,944 - 17,030 93,914 19,089
Total business-typa activities $ 230,166 $ - $ 136,252 $ 93,914 $ 19,089
Total primary government $ 355168 § 1,700,000 § 261,252 $ 1793914 $ 19,089
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Annual Debt Service Requirements
Year Ending
June 30 Governmental Activities Business-type Activities
Principal Interest Principal Interast
2013 $ - $ 63,750 $ 19,089 5 4,256
2014 80,000 63,750 20,064 3.281
2015 90,000 60,750 21,089 2,256
206 90,000 57,375 22,167 1,179
2017 90,000 54,000 11,505 168
2018-2022 450,000 219,375 - -
2023-2027 450,000 135,000
2028-2032 450,000 50,625
Totals $ 1,700,000 $ 704,625 $ 93,914 $ 11,140
C. Interfund Balances
Transfors In Transfers Qut
GENERAL FUND
Light and Water Fund $ 1,125,000 $ -
Sales Tax (Capital Improvement) Fund - 3,307
Hospital Speciel Revenue Fund - 63,772
Huff Savings - 2,772
Total General Fund 1,125,000 89,851
DEBT SERVICE FUND
General Obligation Bond Fund 11,273 -
Total Capital Improvement Fund 11,273 -
HOSPITAL SPECIAL REVENUE FUND
General Fund 63,772 -
Light and Water Fund - 115
Granl Fund - 529,780
Total Hospital Special Revenue Fund 83,772 529,895
SALES TAX (CAPITAL IMPROVEMENT) FUND
General Fund 3,307 -
Public Works Authority - 142,235
Total Sales Tax (Cap Improve) Fund 3,307 142 235
GENERAL OBLIGATION BOND FUND
Debl Senice Fund - 11,273
Total General Obligation Bond Fund - 11,273
LIGHT AND WATER FUND
General Fund - 1,125,000
Grant Fund 5,128 50,000
Hospital Special Revenue Fund 115 -
Total Light and Water Fund 5,243 1,175,000
PUBLIC WORKS AUTHORITY
Sales Tax (Capital Improvement) Fund 142,235 -
Total Public Works Authority ' 142,235 -
GRANT FUND
General Fund 50,000 -
Light & Water Fund - 5,128
Hospital Special Revanue Fund 529,780 -
Total Grant Fund 578,780 5,128
HUFF SAVINGS
General Fund 2,772 -
Total Huff Savings 2,772 -
GRAND TOTAL $ 1,833,382 $ 1,933,382
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{3) REVENUES AND EXPENSES

@)

Interfund Transfers
Refer to Note (2)C. Interfund Balances

PENSION AND POST-EMPLOYMENT PLANS

The City participates in three employee pension systems as follows;

Name of Plan Type of Plan
Oklahoma Municipal Retirement Fund Agent Mullipte Employer - Defined Contribution Plan
Oklahoma Palice Pension and Retirement Fund Cost Sharing Multiple Employer — Defined Benefit Plan
Oklahoma FireﬁghterF I::gslon and Retirement Cost Sharing Multiple Employer — Defined Benefit Plan
A. Okiahoma Municloal Retirement Fund
Plan Description

Substantially ali of the City’s regular, full time employees, with the exception of police officers and firefighters, participate in a
defined contribution plan administered by the Oklahoma Municipal Retirement System (OMRF), a statewide fund established to
administer pension plans for municipal empioyees. The defined contribution plan Is funded through contributions as elected by
each municipality. Participants are required to participate 4% of their covered compensation. The City contributes 18.41% of
covered compensation. Participants are pemmitted to make voluntary deductible contributions to the plan.

The funds are credited to individual participant accounts and peoted for Investment purposes through OMRF, Al gains and/or
losses are credited directly to each participant. Benefits vest after 10 years of service with nonmal retirement at age 65 and
early retirement at age 55 with 10 years or more of service. Upon retirement, termination of employment, disability, or death,
the vested portion of a participant's account is paid to the panticipant or beneficiary, This amount is based on an accumulation
of employee and employer contributions, forfeitures, if applicable, and eamings or losses.

The following is a summary of eligibility, contribution methods and benefits provisions:

Provision _ OMRF Plan
a. Eligible to Parlicipate Fuil-time, employees of the City or Authority, except police, firefighter,
and other employees who are covered under ancther approved
system.
b. Contributions Requirement
- Actuarirlly Determined Yes
- Employer Rate 18.41% of covered payroll
- Employee Rate 4% of covered payroll
¢. Pericd Required to Vest 10 yaars of credited service
d. Eligibility for Distribution - Nommnal retirement at age 65 with 10 years of service or age 62 with

30 or more years of service

- Early Retirement after age 55 with 10 years or more of service.

- Disability retirement upon disability with 10 years of service.

- Termination before retiremnent age return of employee contributions
with interest

8. Benefit Detarmination Base Final average compensation — the average of the five highest
consecutive annual salaries out of the last 10 calendar vears of
service. Accrued benefit is 3% of final average compensation
multiplied by the number of year of credited service

1. Benefit Determination Methods:

- Normal Retirement Accrued benefit payable immediatety.

- Early Retirement. Accrued benefit payable starting at normal retirement age or accrued
benefit reduced 5% psr year for commencement prior to normal
retirement age

- Digability Retirement Accrued benefit payable upon disablement without reduction for earty
payment
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- Death Benefit 50% of accrued beneft is payable to spouse untl death or

remarriage, non-married participants 50% of the accrued benefit is
payable for 5 years

- Prior to 10 Years Service Retum of employee contributions with accrued interest.

g. Fomn of Benefit Paymants Nommal form of payment of the accrued benefit is a monthly lifetime
annuity with 5 years certain. Other retirement benefits are available
under actuarally equivalent optional forms

Eunding Status and Progress
Actuarial Value of Actuarial Unfunded | Funded Ratio Covered UAAL 28 a %
Valation Date Assgets Accrued AAL {UAAL) {a/b) Payroll (c) of Covered
{a) Liability (b-a) Payroll
(AAL} (b) _ _ b-alc
/01741 3,280,366 4,501,853 1,221,487 72.9% 952,870 128.2%
a. Date of last Actuarial Valuation March 2011
b. Significant Actuarial Assumptions Used:
1. Rate of Retumn on Investments 7.5%
2. Projected Salary Increase 4.0% - 7.42%
3. Retirement Age Nomna! and Early Rates
4. Mortality Table UP 1994 mortality {projacted)
5. AssetValue Actuarial cost method

¢. Actuarial cost method Entry age normal cost method

d. Amortization method Level % of payroll
@. Fiscal Year 2011 Contributions Made
Total Contributions $240,490
Employee Contributions $52,122
Employer Contributions $188,368

A copy of the stand-alone plan financial report can be obtained from Oklahoma Municipa! Retirement Fund, 525 Central Park
Drive, Suite 320, Oklahoma City, OK 73105.

Plan D

The City participates in two statewide, cost-sharing, multiple-emplayer defined benefit plans on behalf of police officers and
firefighters. The table below Is a summary of eligibility factors contribution methods, and benefit provisions,

These two systems are administered by agencies of the State of Oklahoma and funded by contributions fram participants,
employers, insurance premium taxes, and state appropriations as necessary.

Okiahoma Firefighter's Pension and Okiahoma Police Pension and
Retirernent System Retirement System

Eligibility to participate All full-ime or voluntary firefighters of Al full-ime officers employed by a
& participating municipafity hired participating municipality; not less than
before age 45. 21 years of age or more than 45 years

of age when hired

Authority establishing contribution State Statute State Statute

obligations and benefits

Plan member's contribution rate 8% of covered payroli B% of covered payroll

City's contribution rate 13% per year, per firefighter 13% of covered payroll

Period required to vest 10 years 10 years
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Benefits and efigibility for
distribution (full ime)

Benefits and eligibility for
distribution (voluntesr)

Deferred retirament option

Annual Required Contributions

Provision for:
Cost of living adjustment
Death {duty, non-duty, post
retirement)
Disability {duty, non-duty)
Cost of living allowances

20 years credited service, 2 1/2% of
final average salary multiplied by the
years of credted servico with a
maximum of 30 years conskiered; if
vested, at or after aga 50, or afler 10
but before 20 vyears of credited
service, with reduced benefits.

20 years crodited service equal to
$5.46 per month per year of service,
with a maxdmum of 30 vyears
considered.

Yes, 20 years cradited service with
continued service for 30 or more
years.

Yes, if vested by 5/83
Yes

Yes
Yas

20 years credited service, 2 12% of
final average salary multiplisd by the
years of credied service with a
maximum of 30 years considered; if
vested, at or after age 50, or after 10
but before 20 vears of credited
service, with reduced benefis.

NA

Yeas, 20 years credited service with
option to participate in deferred option
plan for a maximum of 5 years

Yes
Yes

Yas
Yes

Contribution are required by Oklahoma State Status. Trend information showing the progress of the systems in accumulating
sufficient assets to pay benefits when due is presented in the annual financial reports of the respective plans. Copies of these reports
may be cbiained from the respective state retirement systems; Oklahoma Firefighter Pension and Retirement System at 4545 N.

Lincoln Bivd., Ste. 265, Oklahoma City, OK 73105 and the Oklahoma Police Pension and Retirement System 1001 N.W. 83" Sireet,
Suite 305, Oklahoma City, OK 7316-7335,

(5

COMMITMENTS AND CONTINGENCIES

A, Litigation

{6}

The City is a party to various legal proceedings which nomally occur in the course of govemmental operations. The financial
statements do not include accrual or provisions for loss conlingencies that may result from these proceedings. While the
outcome of the above noted proceedings cannot ba predicted, due to the insurance coverage maintained by the Clty and the
Stale statue relating to judgments, the City feels that any settlement or judgment not covered by Insurance would not have a
material adverse effact on the financial condition of the City.

Grant Program [avolvement

In the nomal course of operations, the City participates in various federal or slate grant/loan programs from year to year. The
grant/loan programs are often subject to additional audits by agents of the granting or loaning agency, the purpose of which is
to ensure compliance with the specific conditions of the granl or loan. Any liability for reimbursement, which may arize as a
result of these audils, cannot be reasonably detenmined at this time, although it is believed the amount, If any, would not be
material,

Y SIONaH g i AL "t ds
In March 2012, The City of Watonga authorized the sale of bonds by the City of Watonga, OK to provide $1,700,600 to retire
certain obligations of the Watonga Municipal Hospital Trust Authority.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING

STANDARDS
To the City Council Board of Trustees
City of Watonga Public Works Authority
Watonga, Oklahoma Watonga, Oklahoma

Board of Trustees

Watonga Economic Development Authority
City of Watonga

Watonga, Oklahoma

I have audited the financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of City of Watonga, Oklahoma,
as of and for the year ended June 30, 2012, which collectively comprise the City of
Watonga, Oklahoma’s basic financial statements and have issued my report thereon
dated April 30, 2013. I conducted my audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

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

A Professional Services Firm
American Institute of CPAs / Oklahoma Society of CPAs
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over financial reporting.

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

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Watonga,
Oklahoma’s financial statements are free of material misstatement, I performed
tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and
accordingly, I do not express such an opinion. The results of my tests disclosed a
single instance of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Funds were not deposited on a daily basis in the Public Works Authority
Light & Water Fund.

I noted certain matters that I reported to management of City of Watonga,
Oklahoma, in a separate letter dated April 30, 2013.

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

AR

Watonga, Oklahoma
April 30, 2013



