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Primary Government

Governmental Business-Type

Activities Activities Total

ASSETS

Current Assets

Cash and Cash Equivalent 1,447,389$        1,037,761$       2,485,150$       

Restricted Cash and Cash Equivalent -                        111,130            111,130            

Total Current Assets 1,447,389          1,148,891         2,596,280         

Noncurrent Assets

Capital Assets

Land, Land Improvements 

and Construction in Progress 116,500             9,762,083         9,878,583         

Other Capital Assets, Net of Depreciation 743,886             845,851            1,589,737         

Total Noncurrent Assets 860,386             10,607,934       11,468,320       

Total Assets 2,307,775          11,756,825       14,064,600       

LIABILITIES AND NET POSITION

Current Liabilities

Bonds Pending Court 18,977$             -$                     18,977$            

Refundable Meter Deposits -                        86,014              86,014              

Capital Lease Obligations - Current -                        -                       -                       

Notes Payable - Current -                        182,967            182,967            

Total Current Liabilities 18,977               268,981            287,958            

Noncurrent Liabilities

Notes Payable -                        6,968,260         6,968,260         

Total Noncurrent Liabilities -                        6,968,260         6,968,260         

Total Liabilities 18,977               7,237,241         7,256,218         

Net Position

Invested in Capital Assets 860,386             3,456,707         4,317,093         

Restricted

Public Safety (2,257)               -                       (2,257)              

Streets 22,517               -                       22,517              

Capital Improvements 298,748             -                       298,748            

Sewer 551,385             -                       551,385            

Cemetery 7,152                 -                       7,152               

Unrestricted 550,867             1,062,877         1,613,744         

Total Net Position 2,288,798$        4,519,584$       6,808,382$       
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Government-Wide Statement of Revenues, Expenses and Changes in Net Position – Modified Cash Basis 

For the Year Ended June 30, 2014 
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Program Revenues

Operating Capital

Charges for Grants and Grants and Governmental Business-Type

Expenses Services Contributions Contributions Activities Activities Total

Functions/Programs

Primary Government

Governmental Activities

General Government 279,146$          233,296$          -$                 -$                  (45,850)$          -$                     (45,850)$          

Highways and Streets 312,473            -                       -                   50,000 (262,473)          -                       (262,473)          

Public Safety 798,926            149,448            4,474           -                    (645,004)          -                       (645,004)          

Culture and Recreation 60,677              -                       -                   -                    (60,677)            -                       (60,677)            

Cemetery / Parks 5,090                3,900                -                   -                    (1,190)              -                       (1,190)              

Interest 28                     -                       -                   -                    (28)                   -                       (28)                   

Total Governmental Activities 1,456,340         386,644            4,474           50,000           (1,015,222)       -                       (1,015,222)       

Business-Type Activities

Water 286,974            540,274            -                   -                    -                       253,300            253,300            

Sewer 51,182              188,241            -                   -                    -                       137,059            137,059            

Sanitation 322,971            381,942            -                   -                    -                       58,971              58,971              

General Government 222,339            -                       -                   -                    -                       (222,339)          (222,339)          

Interest Expense 42,295              -                       -                   -                    -                       (42,295)            (42,295)            

Total Business Type Activities 925,761            1,110,457         -                   -                    -                       184,696            184,696            

Total Primary Government 2,382,101$       1,497,101$       4,474$          50,000$         (1,015,222)$     184,696            (830,526)          

General Revenues

Taxes 1,171,025         -                       1,171,025         

Interest 3,155               1,453               4,608               

Rent -                       7,321               7,321               

Miscellaneous -                       109,015            109,015            

Transfers (318,296)          318,296            -                       

Total General Revenues and Transfers 855,884            436,085            1,291,969         

   Change in Net Position (159,338)          620,781            461,443            

Net Position - Beginning 2,448,136         3,898,803         6,346,939         

Net Position - Ending 2,288,798$       4,519,584$       6,808,382$       

Net (Expense) Revenue and

   Changes in Net Assets

Primary Government
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Statement of Assets, Liabilities and Fund Balances – Modified Cash Basis 

Governmental Funds 

June 30, 2014 
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Special Sales Tax Other

General Sales Tax Sewer Governmental

Fund Fund Fund Funds Total

Assets

Cash 555,187$        296,491$      566,042$      29,669$             1,447,389$      

Total Assets 555,187$        296,491$      566,042$      29,669$             1,447,389$      

Liabilities

Bonds Pending Court 18,977$          -$                 -$                 -$                      18,977$          

Total Liabilities 18,977            -                   -                   -                        18,977            

Fund Balances

Restricted -                     296,491        551,385        29,669               877,545          

Committed -                     -                   -                   -                        -                      

Assigned -                     -                   14,657          -                        14,657            

Unassigned 536,210          -                   -                   -                        536,210          

Total Fund Balances 536,210          296,491        566,042        29,669               1,428,412       

Total Liabilities and Fund Balances 555,187$        296,491$      566,042$      29,669$             

Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources and,

therefore, are not reported in the fund. 860,386          

Net assets of governmental activities. 2,288,798$      
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Special Sales Tax Other

General Sales Tax Sewer Governmental

Fund Fund Fund Funds Total

REVENUE

Taxes 598,913$        261,653$    261,653$        48,806$           1,171,025$     

Interest 1,389              -                 1,766             -                       3,155             

Cemetery 3,000              -                 -                     900                  3,900             

License and Permits 27,125            -                 -                     -                       27,125            

Fines 126,698          -                 -                     -                       126,698          

Franchise Fees 174,922          -                 -                     -                       174,922          

Grants 4,474              50,000        -                     -                       54,474            

Miscellaneous 47,769            6,230          -                     -                       53,999            

Total Revenue 984,290          317,883      263,419          49,706             1,615,298       

EXPENDITURES

Current

General Government 146,719          103,150      -                     -                       249,869          

Highways and Streets 158,901          165,289      -                     62,870             387,060          

Public Safety 682,182          76,222        -                     -                       758,404          

Cemetery / Parks 4,060              -                 -                     -                       4,060             

Culture and Recreation 60,677            -                 -                     -                       60,677            

Capital Outlay

General Government -                      -                 -                     2,692               2,692             

Public Safety -                      39,395        -                     -                       39,395            

Debt Service

Principal -                      -                 -                     -                       -                     

Interest -                      4,402          -                     -                       4,402             

Total Expenditures 1,052,539       388,458      -                     65,562             1,506,559       

Excess (Deficiency) of Revenues

Over (Under) Expenditures (68,249)           (70,575)       263,419          (15,856)            108,739          

Other Financing Sources

Transfers In -                      -                 105,000          -                       105,000          

Transfers Out (12,622)           -                 (410,674)        -                       (423,296)        

Total Other Financing Sources (12,622)           -                 (305,674)        -                       (318,296)        

Net Change in Fund Balances (80,871)           (70,575)       (42,255)          (15,856)            (209,557)        

Fund Balances - Beginning 617,081          367,066      608,297          45,525             1,637,969       

Fund Balances - Ending 536,210$        296,491$    566,042$        29,669$           1,428,412$     

 



City of Lone Grove, Oklahoma 

Reconciliation of the Statement of Revenues, Expenditures and  

Changes in Fund Balances – Modified Cash Basis – Governmental Funds  

to the Statement of Revenue, Expenses and Changes in Net Position – Modified Cash Basis 

For the Year Ended June 30, 2014 

 

The notes to the financial statements are an integral part of this statement 
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Amounts reported for governmental activities

 in the statement of activities are different because:

Net change in fund balances - total governmental funds (209,557)$     

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.  This is the amount by which 

capital outlays exceeded depreciation expense in the current period, and the amount 

of capital assets contributed to enterprise funds. 45,845          

The issuance of long-term debt (e.g. bonds, leases) provides current financial 

resources to governmental funds, while the repayment of the principal of long-term 

debt consumes the current financial resources of governmental funds. Neither 

transaction, however, has any effect on net assets. Also, governmental funds report 

the effect of issuance cost, premiums, discounts, and similar items when debt is first 

issued, whereas these amounts are deferred and amortized in the statement of 

activities.  This amount is the net effect of these differences in the treatment of long-

term debt and related items. 4,374            

Change in net assets of governmental activities. (159,338)$     
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Lone Grove

Water 

Trust

ASSETS

Current Assets

Cash and Cash Equivalent 1,037,761$         

Restricted Cash and Cash Equivalent 111,130              

Total Current Assets 1,148,891           

Noncurrent Assets

Capital Assets

Land 102,499

Construction in Progress 9,659,584

Other Capital Assets, Net of Depreciation 845,851

Total Noncurrent Assets 10,607,934         

Total Assets 11,756,825$       

LIABILITIES AND EQUITY

Current Liabilities

Refundable Meter Deposits 86,014$              

Notes Payable - Current 182,967              

Total Current Liabilities 268,981              

Noncurrent Liabilities

Notes Payable 6,968,260

Total Noncurrent Liabilities 6,968,260           

Total Liabilities 7,237,241           

Net Position

Invested in Capital Assets, Net of Related Debt 3,456,707

Unrestricted 1,062,877

Total Net Position 4,519,584$         

 

 



City of Lone Grove, Oklahoma 

Statement of Revenue, Expenses and Changes in Net Position – Modified Cash Basis – 

Proprietary Fund 

For the Year Ended June 30, 2014 
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Lone Grove

Water 

Trust

Operating Revenues:

Water 482,658$            

Sewer 188,241              

Sanitation 381,942              

Water and Sewer Taps 26,300                

Penalties 31,316                

Rent 7,321                 

Miscellaneous 109,015              

Total Operating Revenue 1,226,793           

Operating Expenses:

Water 286,974              

Sewer 51,182                

Trustees 222,339              

Sanitation 322,971              

Total Operating Expenses 883,466              

Operating Income (Loss) 343,327              

Nonoperating Revenues (Expenses):

Transfers 318,296              

Interest Income 1,453                 

Interest Expense (42,295)              

Total Nonoperating Revenues (Expenses) 277,454              

Net Change in Net Position 620,781              

Total Net Position - Beginning 3,898,803           

Total Net Position - Ending 4,519,584$         

 

 



City of Lone Grove, Oklahoma 

Statement of Cash Flows – Modified Cash Basis – Proprietary Fund 

For the Year Ended June 30, 2014 

 

The notes to the financial statements are an integral part of this statement 
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Lone Grove

Water 

Trust

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from Customers 1,232,103$        

Payments to Employees for Services (302,773)           

Payments to Vendors for Goods and Services (515,852)           

Net Cash Provided by Operating Activities 413,478             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Interfund Transfers from Other Funds 515,382             

Interfund Transfers to Other Funds (197,087)           

Net Cash Used by Noncapital Financing Activities 318,295             

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Capital Assets (6,909,533)        

Principal Received from Capital Debt 6,341,675          

Principal Paid on Capital Debt (25,270)             

Interest Paid on Capital Debt (42,295)             

Net Cash Used by Capital Financing Activities (635,423)           

CASH FLOWS FROM INVESTING ACTIVITIES

Interest Income 1,453                

Net Cash Provided by Investing Activities 1,453                

Net Increase in Cash and Cash Equivalents 97,803               

Cash and Cash Equivalents, Beginning of Year 1,051,088

Cash and Cash Equivalents, End of Year 1,148,891$        

Reconciliation of Operating Income to Net Cash

Provided by Operating Activities

Operating Income 343,327$           

Adjustments to Reconcile Operating Income to

Net Cash Provided by Operating Activities

Depreciation 64,839               

Increase in Refundable Meter Deposits 5,312                

Total Adjustments 70,151               

Net Cash Provided by Operating Activities 413,478$           

 



 

 

NOTES TO FINANCIAL STATEMENTS 
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I.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

A.  The Reporting Entity 

 

The City of Lone Grove, Oklahoma, (the City) is a charter city operating under a Council-

Manager form of government authorized by the charter and Title 11 of the Oklahoma 

statutes.  The governing body of the City is the City Council comprised of five elected 

members.  The appointed City Manager is the administrative head of the City. 

 

The accompanying financial statements present the City of Lone Grove and its component 

units, entities for which the government is considered to be financially accountable. Blended 

component units, although legally separate entities, are, in substance, part of the 

government’s operations.  Each discretely presented component unit is reported in a separate 

column in the government-wide financial statements (see note below for description) to 

emphasize that it is legally separate from the government. 

 

Blended Component Unit 

The Lone Grove Water Trust Authority (Authority) serves all the citizens of the government 

and is governed by a board comprised of the government’s elected council and two appointed 

members.  The rates for user charges and bond issuance authorizations are approved by the 

government’s council and the legal liability for the general obligation portion of the 

Authority’s debt remains with the government.  The Authority is presented as an Enterprise 

fund. 

 

B.  Government-wide and fund financial statements  

 

Government-Wide Financial Statements 

The government-wide financial statements (i.e., the statement of assets, liabilities and net 

position and the statement of revenues, expenses and changes in net position) report 

information on all of the nonfiduciary activities of the primary government and its component 

units.  For the most part, the effect of interfund activity has been removed from these 

statements.  Governmental activities, which normally are supported by taxes and 

intergovernmental revenues, are reported separately from business-type activities, which rely 

to a significant extent on fees and charges for support.    

 

The statement of revenues, expenses and changes in net position demonstrates the degree to 

which the direct expenses of a given function or segment is offset by program revenues.  

Direct expenses are those that are clearly identifiable with a specific function or segment.  

Program revenues include 1) charges to customers or applicants who purchase, use, or 

directly benefit from goods, services, or privileges provided by a given function or segment 

and 2) grants and contributions that are restricted to meeting the operational or capital 

requirements of a particular function or segment.  Taxes and other items not properly 

included among program revenues are reported instead as general revenues. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – (continued) 

 

B.  Government-wide and fund financial statements (continued) 

 

The government-wide financial statements of the City are prepared on a modified cash basis 

of accounting. Under this basis, cash receipts are recognized as revenue at the date of receipt 

and cash payments are recognized as expenditures at date of payment with the following 

modifications: 

 

 Capital assets are recorded as assets when purchased and related depreciation is 

recorded. 

 Long-term debt is recorded when incurred. 

 Employee withholding taxes that have not been deposited with the IRS but relate to 

compensation paid are recorded as liabilities. 

 

As a general rule the effect of interfund activity has been eliminated from the government-

wide financial statements.  Exceptions to this general rule are payments-in-lieu of taxes and 

other charges between the government’s water and sewer function and various other 

functions of the government.  Elimination of these charges would distort the direct costs and 

program revenues reported for the various functions concerned. 

 

Fund Financial Statements 

Separate financial statements are provided for governmental funds and proprietary funds.  

Major individual governmental funds and major individual enterprise funds are reported as 

separate columns in each fund-type financial statements. 

 

Governmental funds are used to account for essentially the same functions reported as 

governmental activities in the government-wide financial statements. The modified cash basis 

of accounting is used. However, the governmental funds focus on a current financial 

resources measurement thus capital assets and debt is not recorded. 

 

The City reports the following major government funds:   

General Fund - is the Government’s primary operating fund.  It accounts for 

all financial resources of the general government, except those required to be 

accounted for in another fund. 

 

Special Sales Tax Fund - is a capital project fund which accounts for a one 

percent dedicated sales tax to be used for capital expenditures. 

 

Sewer Sales Tax Fund - is a capital project fund which accounts for one 

percent dedicated sales tax to be used for sewer improvements. 

 

 Nonmajor Governmental Funds are the Cemetery Care, and Street and Alley funds. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – (continued) 

 

B.  Government-wide and fund financial statements (continued) 

 

The City reports the Authority as a major proprietary fund. The Authority accounts for the 

activities related to the provision of water and sewer services to businesses and residents. It 

operates the water and sewer treatment plants, water distribution system, sewer collections 

systems and pump stations.  

 

Proprietary funds are accounted for using the modified cash basis of accounting 

modified as follows: 

 Capital assets are recorded as assets when purchased and related depreciation is 

recorded. 

 Long-term debt is recorded when incurred. 

 Employee withholding taxes that have not been deposited with the IRS but relate to 

compensation paid are recorded as liabilities. 

 

Proprietary funds distinguish operating revenues and expenses from nonoperating items.  

Operating revenues and expenses generally result from providing services and producing and 

delivering goods in connection with a proprietary fund’s principal ongoing operations.  The 

principal operating revenues of the City’s enterprise fund are charges to customers for sales 

and services.  Operating expenses for enterprise funds include the cost of sales and services, 

administrative expenses, and depreciation on capital assets. All revenues and expenses not 

meeting this definition are reported as nonoperating revenues and expenses. 

 

When both restricted and unrestricted resources are available for use, it is the government’s 

policy to use restricted resources first, then unrestricted resources as they are needed. 

 

C.  Assets, liabilities, and net assets or equity 

 

1.  Deposits and investments 

For purposes of the statement of cash flows, the City considers short-term investments with 

original maturities of three months or less from the date of acquisition to be cash equivalents 

 

Oklahoma Statutes authorize the City to invest in direct obligations of the United States 

Government, its agencies or instrumentalities; collateralized or insured certificates of deposits 

of financial institutions located in the state of Oklahoma or fully-insured certificates of 

deposits of financial institutions located outside the state; savings accounts, and county, 

municipal or school district general obligation debt. 

 

Public trusts created under Oklahoma Statutes Title 60 are not subject to the above 

investment limitations and are primarily governed by any restrictions in their trust or note 

indenture. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued) 

 

C.  Assets, liabilities, and net assets or equity (continued) 

 

2.  Interfund transactions 

Interfund receivables and payables arise from interfund transactions and are recorded in the 

period transacted.  The balances result from the time lag between the dates that interfund 

reimbursable expenditures occur and the payments between funds are made. Transfers are 

used to move revenues from the fund that statute or budget requires to collect them to the 

fund that statute or budget requires to expend them and to move unrestricted revenue 

collected to finance various programs accounted for in other funds in accordance with 

budgetary authorizations. 

 

3.  Restricted assets 

Customer utility deposits are reported as restricted cash. 

 

4.  Capital assets 

Capital assets which include property, plant, equipment, and infrastructure assets (e.g., roads, 

sidewalks, and similar items) are reported in the applicable governmental or business-type 

activities columns in the government-wide financial statements.  Capital assets are defined by 

the City as assets with an initial individual cost of more than $500 (amount not rounded) and 

an estimated useful life in excess of one year.  Such assets are recorded at historical cost or 

estimated historical cost if purchased or constructed. Donated capital assets are recorded at 

estimated fair market value at the date of donation. The costs of normal maintenance and 

repairs that do not add to the value of the asset or materially extend assets lives are not 

capitalized. Major outlays for capital assets and improvements are capitalized as projects are 

constructed. 

 

Property, plant, and equipment of the primary government, as well as the component units, 

are depreciated using the straight line method over the following estimated useful lives: 

 

Assets    Years 

Buildings 50 

Building Improvements 20 

Infrastructure 50 

System infrastructure 30 

Vehicles, Office and computer equipment 5 

Machinery and equipment 10 
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I.        SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued) 

 

C.  Assets, liabilities, and net assets or equity (continued) 

 

5.  Governmental fund balances 

Beginning July 1, 2010, the City implemented GASB Statement No. 54, “Fund Balance 

Reporting and Governmental Fund Type Definitions.” This Statement more clearly defined 

fund balance categories to make the nature and extent of the constraints placed on a 

government’s fund balance more transparent.  

 

Fund Balance Classification:  The governmental fund financial statements present fund 

balances based on classifications that comprise a hierarchy that is based primarily on the 

extent to which the entity is bound to honor constraints on the specific purposes for which 

amounts in the respective governmental funds can be spent.  The classifications used in the 

governmental fund financial statements are as follows: 

 

Nonspendable:  This classification includes amounts that cannot be spent because they are 

either (a) not in spendable form or (b) are legally or contractually required to be maintained 

intact.  City of Lone Grove did not have any nonspendable resources as of June 30, 2014. 

 

Restricted:  This classification includes amounts for which constraints have been placed on the 

use of the resources either (a) externally imposed by creditors (such as through a debt 

covenant), grantors, contributors, or laws or regulations of other governments, or (b) 

imposed by law through constitutional provisions or enabling legislation.  City of Lone Grove 

has restricted resources by state law and from grants as of June 30, 2014. 

 

Committed:  This classification includes amounts that can be used only for specific purposes 

pursuant to constraints imposed by formal ordinance or resolution of the City Council.  These 

amounts cannot be used for any other purpose unless the City Council removes or changes 

the specified use by taking the same type of action (ordinance or resolution) that was 

employed when the funds were initially committed.  This classification also includes 

contractual obligations to the extent that existing resources have been specifically committed 

for use in satisfying those contractual requirements.   

 

Assigned:  This classification includes amounts that are constrained by City of Lone Grove’s 

intent to be used for a specific purpose but are neither restricted nor committed.  This intent 

can be expressed by the City Council or through the council delegating this responsibility to 

the manager through the budgetary process.  

 

Unassigned:  This classification includes the residual fund balance for the General Fund.  The 

unassigned classification also includes negative residual fund balance of any other 

governmental fund that cannot be eliminated by offsetting of assigned fund balance amounts. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued) 

 

C.  Assets, liabilities, and net position or equity (continued) 

 

As of June 30, 2014, fund balances are composed of the following: 

 
Special Sales Tax Other Total

General Sales Tax Sewer Governmental Governmental

Fund Fund Fund Funds Funds

Restricted

Public Safety -$                (2,257)$         -$                -$                   (2,257)$          

Streets -                  -                    -                  22,517            22,517            

Capital Improvements -                  298,748         -                  -                     298,748          

Sewer -                  -                    551,385       -                     551,385          

Cemetery -                  -                    7,152              7,152              

Assigned

Sewer -                  -                    14,657        -                     14,657            

Unassigned 536,210       -                    -                  -                     536,210          

536,210$     296,491$       566,042$     29,669$          1,428,412$     

 

The City would typically use restricted fund balances first, followed by committed resources 

and the assigned resources, as appropriate opportunities arise, but reserves the right to 

selectively spend unassigned resources first to defer the use of these other classified funds. 

 

6.  Government-wide Net Position 

 

Government-wide net position is divided into three components: 

 Invested in capital assets, net of related debt – consist of the historical cost of capital 

assets less accumulated depreciation and less any debt that remains outstanding that 

was used to finance those assets. 

 Restricted net position – consists of net position that is restricted by creditors, by the 

state enabling legislation, by grantors (both federal and state), and by other 

contributors. 

 Unrestricted – all other net position is reported in this category. 
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II.  RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL 

STATEMENTS 

 

A.  Explanation of certain differences between the governmental fund balance sheet 

and the government-wide statement of net position 

The governmental fund balance sheet includes a reconciliation of the $810,167 difference 

between fund balance - total governmental funds and net position - governmental activities 

as reported in the government-wide statement of net position. 

 

One element of that reconciliation is capital assets used in governmental activities that are not 

financial resources. 

  

Capital assets, not being depreciated 116,500$     

Capital assets, being depreciated 3,897,454    

Less Accumulated Depreciation (3,153,568)   

860,386$     

 
 

B. Explanation of certain differences between the governmental fund statement of 

revenues, expenditures, and changes in fund balances, and the government-wide 

statement of revenues, expenses and changes in net position 

  

The government fund statement of revenues, expenditures, and changes in fund balances 

includes a reconciliation of the $64,904 difference between net changes in fund balances - 

total governmental funds and changes in net position of governmental activities as reported 

in the government-wide statement of activities.  

 

One element of that reconciliation explains that “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 Outlay 175,477$     

Depreciation Expense (129,632)      

Capital Assets Contributed to Enterprise Funds -                  

45,845$       
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II. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL 

STATEMENTS – (continued) 

 

B. Explanation of certain differences between the governmental fund statement of 

revenues, expenditures, and changes in fund balances, and the government-wide 

statement of revenues, expenses and changes in net position – (continued) 

 

Another element of the reconciliation explains issuance and repayment of debt does affect net 

assets.  

 

Capital lease prinicpal payments 4,374$        

4,374$         
 

III. BUDGETARY INFORMATION            

 

The city manager submits an annual budget to the City Council in accordance with the City 

Charter and the Oklahoma Municipal Budget Act.  In June the City Council adopts annual 

fiscal year appropriated budgets for all city funds. 

 

The appropriated budget is prepared by fund, department and categories (personnel services, 

materials and supplies, other services and charges, capital outlay, debt services and transfers). 

Transfers of appropriations between departments within a fund require the approval of the 

City Manager.  Transfers of appropriations between funds and supplements to the budget 

require City Council approval.  The legal level of budgetary control (i.e., the level at which 

expenditures may not legally exceed appropriations) is the department level.   

 

IV. DEPOSITS AND INVESTMENTS 

 

Deposit Custodial Credit Risk: Custodial credit risk is the risk that in the event of a bank 

failure, the government’s deposits may not be returned to it. The City follows state statues 

regarding custodial credit risk which requires collateral for all deposits in excess of Federal 

Deposit Insurance. At June 30, 2014, the bank balance was $3,038,525. This amount was 

insured and collateralized. 

 

Interest Rate Risk: The City does not have a formal investment policy that limits investment 

maturities as a means of managing its exposure to fair value losses arising from increasing 

interest rates. 

 

Credit Risk: Credit risk is the risk that an issuer of a debt-type investment will not fulfill its 

obligation to the holder of the investment. The City does not have a formal investment policy 

limiting the types of investments measured by assignment of a credit rating by a nationally 

recognized rating organization.  

 

 



City of Lone Grove, Oklahoma 

Notes to Financial Statements 

June 30, 2014 

 

 

19 

IV. DEPOSITS AND INVESTMENTS – (continued)  

 

Concentration of credit risk: Concentration of credit risk is the risk of loss attributed to the 

magnitude of an investment in a single issuer. The City does not have a formal policy limiting 

the amount that may be invested with one issuer.  

 

V. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS 

 

There were no interfund balances as of June 30, 2014. 

 

Interfund transfers: 

General Fund

 Special Tax Sewer 

Fund 

 Public Works 

Authority Total

General Fund -$                             -$                             -$                              -$                             

Sales Tax Sewer Fund -                               -                               105,000                    105,000                   

Special Sales Tax Fund -                               -                               -                               

Lone Grove Water Authority 12,622                     305,674                   -                               318,296                   

Total 12,622$                   305,674$                  105,000$                  423,296$                  

T

r

a

n

s

f

e

r

 

T

o

Transfer From

 

VI.  LONG-TERM LIABILITIES 

 

A summary of long-term liability activity for the year ended June 30, 2014, is as follows: 

 
Beginning 

Balance Additions Reductions

Ending 

Balance

Due within 

One Year

Primary Government

Governmental Activities

Capital Lease Obligations 4,374$        -$                 4,374$        -$                -$                

Business-Type Activities

Notes Payable 834,822       6,341,675    25,270        7,151,227    182,967       

839,196$     6,341,675$  29,644$       7,151,227$  182,967$     
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VI.  LONG-TERM LIABILITIES – (continued) 

 

Business-type activities long-term liabilities at June 30, 2014, consisted of the following: 

 
Business-Type Activities

American National Bank May, 2016 4.75% 12,624$     99,999$         22,901$       

(financed costs of land and 

equipment purchase)

American National Bank November, 2015 3.00% 14,448$     27,980$         5,948$        

(financed vehicle purchase)

Oklahoma Water Resources March, 2044 2.37% 36,500$     11,755,000$  7,122,378$  

(financed costs of 

wastewater system 

construction)

 

As of June 30, 2014, annual debt service requirements of the business-type activities to 

maturity are as follows: 
Year Ending 

June 30 Prinicipal Interest

2015 182,967$     168,764$     

2016 180,323       164,162       

2017 173,224       159,854       

2018 177,353       155,724       

2019 181,582       151,496       

2020-2024 974,944       690,444       

2025-2029 1,096,834    568,554       

2030-2034 1,233,964    431,423       

2035-2039 1,388,238    277,150       

2040-2044 1,561,798    103,590       

7,151,227$  2,871,161$   
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VII.  CAPITAL ASSETS 

 

Capital asset activity for the year ended June 30, 2014 was as follows: 

 
Beginning Ending

Balance Increases Decreases Balance

Government Activities:

Capital assets, not being depreciated

Land 116,500$             -$                     -$                       116,500$             

Construction in progress -                          -                       -                         -                          

Total capital assets, not being depreciated 116,500              -                       -                         116,500              

Capital assets, being depreciated

Buildings 395,554              -                       -                         395,554              

Computers and Electronics 122,935              -                       -                         122,935              

Vehicles 1,062,487            33,000              -                         1,095,487            

Machinery and Equipment 877,219              9,087                886,306              

Infrastructure 1,263,782            133,390            -                         1,397,172            

Total capital assets, being depreciated 3,721,977            175,477            -                         3,897,454            

Less Accumulated Depreciation 3,023,936            129,632            3,153,568            

Total capital assets, being depreciated, net 698,041              45,845              -                         743,886              

Governmental activities capital assets, net 814,541              45,845              -                         860,386              

Business-type Activities:

Capital assets, not being depreciated

Land , Lagoons, Construction 3,052,030$          6,710,053$       -$                       9,762,083$          

Total capital assets, not being depreciated 3,052,030            6,710,053         -                         9,762,083            

Capital assets, being depreciated

Buildings 212,000              -                       -                         212,000              

Computers and Electronics 60,613                -                       -                         60,613                

Vehicles 192,699              -                       -                         192,699              

Machinery and Equipment 200,613              -                       -                         200,613              

Infrastructure 13,572,705          199,480            -                         13,772,185          

Total capital assets, being depreciated 14,238,630          199,480            -                         14,438,110          

Less Accumulated Depreciation 13,527,420          64,839              -                         13,592,259          

Total capital assets, being depreciated, net 711,210              134,641            -                         845,851              

Business activities capital assets, net 3,763,240            6,844,694         -                         10,607,934          

Total Primary Government 4,577,781$          6,890,539$       -$                       11,468,320$        
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VII.   CAPITAL ASSETS (continued) 

 

Depreciation expense was charged to functions/programs of the primary government as 

follows: 

Government activities:

General government 29,277$      

Public safety 40,522

Highways and streets 58,803

Cemetery/Parks 1,030

Total depreciation expense - governmental activities 129,632$    

Business-type activities

Water 37,272$      

Sewer 10,105

General government 17,462

Total depreciation expense - business-type activities 64,839$      

 
VIII. PENSION PLANS 

 

Municipal Retirement Plan 

The City of Lone Grove and its employees participate in the Oklahoma Municipal Retirement 

Fund (OMRF) as a defined contribution plan.  All regular full-time employees, except those 

covered under another retirement system are eligible.  Employees are vested at 7 years. The 

OMRF issues a publicly available financial report that includes financial statements and the 

required supplementary information that can be obtained by requesting a copy at City Hall. 

 

Funding Policy:  The contribution requirements are established and may be amended by the 

OMRF board.  Employees are required to contribute 2 percent of their annual covered salary 

after tax.  The City’s required contribution rate is five percent. 

 

Annual Pension Cost:  For the year ended June 30, 2014, the City and the Authority’s annual 

pension cost of $22,652 and $12,217, respectively, was equal to the required contributions. 

 

Firefighters' Retirement Plan 

Fire department employees in Oklahoma participate in a state administered pension program 

established under legislative authority, Oklahoma Firefighters' Pension Fund, which is a cost-

sharing multiple-employer public employee retirement system (PERS).  Under this program, 

contributions are made by each of three parties - the City, the State of Oklahoma, and the 

participating employees.  The City has no responsibility or authority for the operation and 

administration of the pension program nor has it any related liability, except for the current 

contribution requirements.  



City of Lone Grove, Oklahoma 

Notes to Financial Statements 

June 30, 2014 

 

 

23 

VIII.  PENSION PLANS (continued) 

 

A participant with twenty years of service may retire with a normal retirement allowance.  The 

normal retirement allowance paid monthly for life and then to beneficiaries equal to 2.5% of 

the average compensation of the highest 30 months of the last 60 months of contributory 

service multiplied by the number of years of credited service up to the maximum of 30 years. 

The contribution rates for the City and its employees are established by Statute.  The City is 

required to contribute 13% per the year June 30, 2014.  Participating members are required to 

contribute 8%. 

 

The Oklahoma State Legislature has the authority to grant percentage increases or special 

one-time payments to persons receiving benefits from the System and is required by statute to 

make appropriations as necessary to insure benefit payments are made. 

 

Trend Information: 

Year Ending 

June 30

Covered 

Payroll

Pension 

Cost City Share

Employee 

Share

On-Behalf 

Payments

2014  $    78,428  $   16,470  $     10,196  $     6,274            20,862 

2013        68,808       14,450           8,945         5,505            18,303 

2012        67,797       14,237           8,814         5,423            18,034 

 

Additional information can be obtained by writing Oklahoma Firefighters Pension and 

Retirement Board, 4545 N. Lincoln Blvd., Suite 165, Oklahoma City, OK 73105. 

 

IX.   CONTINGENCIES 

 

Federal Programs 

The City participates in a number of federally assisted grant programs.  These programs 

are subject to program compliance audits by the grantors or their representatives.  The 

final acceptance of the audits of these programs including the year ended June 30, 2014, 

has not been given.  Accordingly, the City's compliance with applicable grant 

requirements will be established at some future date.  The amount, if any, of expenditures 

which may be disallowed by the granting agencies cannot be determined at this time.  

However, the City expects such amounts, if any, to be immaterial. 

 

DEQ Consent Order 

On June 30, 2010, the Department of Environmental Quality issued a consent order 

assessing the City a total penalty of $30,000. The City made a cash payment of $5,000 

within sixty days. Payment of the remaining $25,000 was deferred pending full 

compliance with the terms and conditions of the consent order. If the City fails to 

perform any task set forth in the order by the task’s due date, the full deferred penalty 

will become due and payable. 
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X.   RISK MANAGEMENT 

 

The City is exposed to various risks of loss (torts, theft of, damage to, or destruction of 

assets, business interruptions, errors and omissions, job-related illnesses or injuries to 

employees, and acts of God) and has established a risk management strategy that attempts to 

minimize losses and the carrying cost of insurance.  There have been no significant reductions 

in insurance coverage from the prior year and settlements have not exceeded coverage in the 

past three years. 

 

XI. SUBSEQUENT EVENTS 

 

Management has evaluated subsequent events through July 10, 2014, the date which the 

financial statements were available and issued.
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Variance

Budgeted Amounts Actual With Final

Original Final Amounts Budget

REVENUE

Taxes 512,000$        512,000$        598,913$     86,913$     

Interest 1,500             1,500             1,389          (111)          

Cemetery 1,900             1,900             3,000          1,100         

License and Permits 15,600            15,600            27,125        11,525       

Fines 128,200          128,200          126,698       (1,502)       

Franchise Fees 194,500          194,500          174,922       (19,578)     

Grants -                     -                     4,474          4,474         

Miscellaneous 28,650            28,650            47,769        19,119       

Total Revenue 882,350          882,350          984,290       101,940     

EXPENDITURES

Current

General Government 153,325          153,325          146,719       6,606         

Highways and Streets 181,044          181,044          158,901       22,143       

Public Safety 731,934          731,934          682,182       49,752       

Cemetery / Parks 5,193             5,193             4,060          1,133         

Culture and Recreation 64,010            64,010            60,677        3,333         

Capital Outlay -                     

Total Expenditures 1,135,506       1,135,506       1,052,539    82,967       

Excess (Deficiency) of Revenues

Over Expenditures (253,156)        (253,156)        (68,249)       184,907     

Other Financing Sources (Uses)

Transfers In -                     -                     -                  -                

Transfers Out (12,700)          (12,700)          (12,622)       78             

Total Other Financing Sources (Uses) (12,700)          (12,700)          (12,622)       78             

Net Change in Fund Balances (265,856)        (265,856)        (80,871)       184,985     

Fund Balance - Beginning -                     -                     617,081       617,081     

Fund Balance - Ending (265,856)$      (265,856)$      536,210$     802,066$   

 



 

 

COMBINING NONMAJOR FUND 

STATEMENTS AND SCHEDULES 
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Cemetery

Street and Alley Grants Care Total

Assets

Cash 22,517$                 -$                          7,152$                   29,669$                 

Total Assets 22,517$                 -$                          7,152$                   29,669$                 

Fund Balances

Restricted 22,517$                 -$                          7,152$                   29,669$                 

Reserved -                            -                            -                            -                            

Total Fund Balances 22,517                   -                            7,152                     29,669                   

Total Liabilities 

and Fund Balances 22,517$                 -$                          7,152$                   29,669$                 
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Cemetery

Street and Alley Grants Care Total

REVENUE

Taxes 48,806$                 -$                          -$                          48,806$                 

Grant Revenue -                            -                            -                            -                            

Cemetery -                            -                            900                        900                        

Total Revenue 48,806                   -                            900                        49,706                   

EXPENDITURES

Current

Public Health and Welfare -                            -                            -                            -                            

Highways and Streets 62,870                   -                            -                            62,870                   

Cemetery / Parks -                            -                            -                            -                            

Capital Outlay

Streets 2,692                     -                            -                            2,692                     

Total Expenditures 65,562                   -                            -                            65,562                   

Net Change in Fund Balances (16,756)                  -                            900                        (15,856)                  

Fund Balances - Beginning 39,273                   -                            6,252                     45,525                   

Fund Balances - Ending 22,517$                 -$                          7,152$                   29,669$                 
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None. 




