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ALAN CHAPMAN Certified Public Accountant

401 South Water » Tahlequah, Oklahoma 74464 « (918) 456-999] » Fax (918) 456-9242 » chap@intellex.com

INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and City Council
City of Pawhuska, Oklahoma

I'have audited the accompanying financial statements of the governmental activitics, the business
type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Pawhuska, Oklahoma, as of and for the year
ended June 30, 2011, which collectively comprise the City's basic financial statements as listed in
the table of contents. These financial statements are the responsibility of the City of Pawhuska's
management. My responsibility is to express opinions on these financial statements based on my
audir,

Except as discussed in the following paragraphs, 1 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. Those standards require that | plan and perform the audit o obtain reasonable
assurance about whether the basic 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 basic financial
statement presentation, [ believe that my audit provides a reasonable basis for my opinions

The basic financial statements referred to above do not include financial data of the Pawhuska
Hospital Incorporated, which should be included in order to conform with the accounting
principals generally accepted in the united States of America. If the omitted component unit had
been included, the user's conclusion about the overall financial position of the € “ity may have been
affected.

The City has not maintained a record of general fixed assets, and accordingly, a statement of
general fixed assets, as required by accounting principles generally accepted in the United States of
America is not included in the financial statememts. Also, detail records of property and
equipment in the Enterprise Funds are not maintained, and no depreciation has been recorded in
current and prior years, The amount that should be recorded in the general fixed asset account
group is not know.

In my opinion, except for the matters mentioned in the preceding paragraphs, the financial

statements referred o above present fairly, in all material respects, the respective financial

position of the of the governmental activities, the business-type activitics, and the aggregate

discretely presented component units. In my opinion the financial statements referred 1o above
==



Independent Auditor’s Report (continued)

present fairly, in all material respects, the respective financial position of each major fund, and the
aggregale remaining fund information of the City of Pawhuska, Oklahoma, as of June 30, 2011,
and the respective changes in financial position, and, where applicable, cash flows thercof for the
year then ended in conformity with accounting principles generally aceepted in the United States of
America.

In accordance with Government Auditing Standards, | have also issued my report dated November
10, 2011, on my consideration of the City of Pawhuska’s internal control over financial reporting
and my tests of its compliance with certain provisions of laws, regulations, contracts, and arant
agreements and other matters. The purpose of that report is to describe the scope of my testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance, That repornt
15 an integral part of an audit performed in accordance with Government Auditing Standards, and
should be considered in assessing the results of my audit,

The City has not presented the management discussion and analysis that accounting principles
generally accepted in the United States has determined is necessary to supplement, although not
required 1o be a part of the financial statements,

My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Pawhuska, Oklahoma's hasic financial statements. The
introductory section, combining and individual nonmajor fund financial statements, and statistical
scection are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual nonmajor fund financial statements and the
schedule of expenditures of federal awards have been subjected to the auditing procedures applied
in the audit of the hasic financial statements and, in our opinion, are fairly stated in all material
respects in refation 1o the basic financial statements taken as a whole. The bud Betary comparison
information on pages 22 through 24 and the notes on page 25 are not a required part of the
financial statements but are supplementary information required by accounting principles gencrally
accepted in the United States of America. They have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, 1 eXpress no opirion on
them.

November 10, 2011 ' s /
Alan Chapman CPA



ASSETS

Cash and Cash Equivelants
Investments
Escrow
Origination Fees
Accounts Receivable
Total Assets

LIABILITIES

Bad Check Payable

Accounts Payahle

Sales Tax Revenue Note
Total Liabilities

NET ASSETS
Restricied

Unrestricied
Tatal Net Assets

CITY OF PAWHUSKA, OKLAHOMA

STATEMENT OF NET ASSETS
MODIFIED CASH BASIS
JUNE 30, 2011
Primary Government
Governmental  Business-Type Component
Activities Activities Total Units
$ 2708433 3 1349200 % 4057633 3%
427,671 427 671 -
- - 50,394
% 22,524
&4.111 &4,111 -
3,220,215 1,349,200 4,569,415 72,920
(1801 (180} -
713 713 .
- S00,000
333 333 500,000
z (427.080)
3,219,682 1,349,200 4,368,882

$ 3219682 % 1.349.2000 %

4,568 882 %  (427.080)

The accompanying noses and auditor's report are an integrat partof these financial statements.
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ASEETS

Cash and Cash Equivelanis
Invesaments
Accounis Receqvable

Totnl Assets

LIABILITIES AMD FUND BALANCES

Leabiliches:
Ead Checks Pavable
Agcmis Payahle

Dreposits Pavahle
Preie 1o Greneral Fund

Total Liahifities
Furkl Balances:
Ulnreserved

Taral Furkl Balances

Toal Liabilises amd Fund Balamcoes

CITY OF PAWHUSKA. OKLAHOMA

BALANCE SHEET - MODIFIED CASH BASIS

GOVERNMENTAL FUNDS
JUNE 3, 2011
190 Sales Permyameni Chlser Toual
General Tax Improv  Improvement  Governmental  Governmental
Fund Fund Funal Fumds Funds
EOoLOeaA3r 5 STI42%. B 206BM: % B63, 765 2 k433
B . - 427 671 427 8T
56,334 21028 724 B4 101
1,022 793 G2 453 R 1,298, 165 3,220,215
(LB (EBOH
. 2 713 713
{1ED) - 713 533
1122991 S92 453 205, 804 I,257 452 3219682
1,022,793 £ 502453 £ MwEM % | MRS 5 3,320,215

The mecoiunying sotes and audimi’s peport are an Imegral pist of ihese finosoisl alenwms,
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Revermes
Taxes
Falice Fines
Clarges for Services
Licenses and Permins
Invesiment lpcome
[nsarance Refunds
Billing Charge
Disnanians
Misceltaneous
lniergovermmenzal
ranis

Taal Revensies

Expendinims
General Goversment:
blaragerial
Municepal Cowr
Cry Clerk
Arorney
General
Econpmic Developmem
Pubile: Safety:
Palice
Fire
Cemetesy
IFarks and Cemetery
Srreers:
Sireels
Adrport
Airpon
Cubure and Becreation
Linrary
Lakes
Caparal Gulay
Total Expendiizres

Excess jdefeciency) of
Revenues Over Experlifures

Qiber Financing Sounces (17ses)
Transfers In
Trensfers O

Taial (hher Finaméing Searces (Uses)

Met Change in Fund Balance
Fund Balances - Beginning

Fund Balances - Embing

CITY OF PAWHUSEA, OKLAHOMA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUNIY BALANCES - MODIFIED CASIH BASIS
GOVERMMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2011

15909 Snkes Permuanent kil Total
Ceneral Tux Improv,  Improvement Genvernmsental Giovernmeenial
Fuind Fuml Fund Funls Fumnis

5 BMTIS 3 Zpdmen % 5 91114 & 12281
ECR - 1,208 40,307
143.912 - 941 132 9493
B.675 - - 25,967 3637

- fi.001 - 31414 57,613

20,832 - . 822
9303 - . X34 303
25,000 M2 25,302
25,659 - 25459
113,877 . 1EX3ATT

= s 31,600 A609

1.453 062 STLLO00 2000 B 1,934,952
9,861 T, HA)
&, 04T l A 7
106,797 3 106, 757
28,082 28,082
fif] . 424 . 61,424
- - 3450 3 450
473,425 473,423
HM L 446 304, 446
184,330 - - T, 3}
147 477 L iy ] 163 858
3,37 33T

B9 3H4 35,627 125,011
33,608 - - 53,608
nEm 36,4632 1462, He 49] 807
2485 13 36,4637 217,552 2739323
(EOLE 0T 214,368 {6,662 (B0, 3T}
46,233 = 24 0 26,000 i B33

- . {55, 00HN) (55,0005

G446 B33 - 24,000 (290000 941,833
LG5, 2443 214,368 24,000 L35 662 137 461
I, 188,217 78085 152 B4 1,333,114 30682220
51,122,973 3 502 453 ¥ 20 04 3 IE??.H! 3 3309682

The mzampaiyesy weivs and audier's fepo an an imegral pan of Hess fmancil smemers
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CITY OF PAWHUSKA, OKLAHOMA
STATEMENT OF NET ASSETS-MODIFIED CASH BASIS
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2011

Enterprise
Fumnd
ASSETS
CURRENT ASSETS
Cash and cash equivelants $ 1,349,200
Total Current Assets 1,349,200
Noncurrent Assets
Land and construction in progress
Other capital assets, net of accumulated depreciation
Total Noncurrent Assets
Total Assers 1,349 200
LIABILITIES
CURRENT LIABILITIES
Accounts Payable -
Total Current Liabilities -
NONCURRENT LIABILITIES
Total Noncurrent Liabilities
Total Liabilities -
NET ASSETS
Invested in capital assets, net of related debt -
Restricted for debt reserve -
Unrestricted 1,349 200
Total net Assets 51,349 200

The accompanying notes and auditor's reporn are an imegral part of these financial statements,
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CITY OF PAWHUSKA, OKLAHOMA
STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET ASSETS - PROPRIETARY FUND
JUNE 30, 2011

Enterprise
Fund
OPERATING REVENUES
Charges for services:
Electric Utility % 165
Water and Sewer 030,043
Solid Waste 396,879
Penalties 179,863
Total Operating Revenues 1,506,950
OPERATING EXPENSES
Electric Production 2,456,323
Electric Distribution 317,396
Water Production 320,840
Water Distribution 147,679
Disposal Plant 107,397
Sewer Collection 319,746
Solid Waste 3R0.400
Administration/General 544 494
Total Operating Expenses 4,314,274
OPERATING INCOME (2,807,324
NON OPERATING REVENUES {EXPENSES)
Miscellaneous revenue 21,401
Total Non-Operating Revenues (Expenses) 21,401
Net Income (Loss) Before Transfers (2,785,923
TRANSFERS
Transfers in 1.B14.411
Transfers out (972 .834)
CHANGES IN NET ASSETS 35,654
TOTAL NET ASSETS - BEGINNING 1,293 546
TOTAL NET ASSETS - ENDING % 1,349,200

The sccompanying notes and auditor's report are an imtegral part of these financial statements.

e



CITY OF PAWHUSKA, OKLAHOMA
STATEMENT OF CASH FLOWS - MODIFTED CASH BASIS
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers
Ciher
Personel Services
Maintenance and Operations
Net Cash Provided by Operating Activities

CASH FLOWS FROM NON CAPITAL FINANCING ACTIVITIES
Transfers to Other Fumds
Transfers from Other Funds

Net Cash Provided by Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assets
Net Cash Used by Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net Cash Provided by Investing Activities

NET INCREASE IN CASH AND CASH EQUIVELANTS
BALANCE - BEGINNING OF THE YEAR

BALANCE - END OF THE YEAR

The avcompanyieg ks and auditor's fepodt ary an imegral pu of these Financial sweinings,

T

Enterprise
Funds

§ 1.506.949

21,401
(936,012)
(3,185,362)

(2,393,025

{972,833)
3,814,411

2,841,578

{192,901)

(192,501)

35,654

1,293,546

5 1,349,200



CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

OUNTING

The accounting policies of the City of Pawhuska, Oklahoma (oversight unit) conform to generally
accepled accounting principles for state and local governments except for the following:

The City of Pawhuska does not maintain accounting records for general fixed assets: and therefore,
a general fixed assets group is not included in the financial stalements as required by accounting

principles generally accepted in the United States of America.

NOTE B - THE REPORTING ENTITY

The City Council, an elected five member group constituting an on-going entity, is the level of
government which has governance responsibilities over all activities related to the City of Pawhuska
within the jurisdiction of the City. The City receives funding from local, state, and federal
government sources; and must comply with the requirements of these funding source entities.
However, the City of Pawhuska is not included in any governmental “reporting entity” as defined
in Section 2100, Codification of Governmental Accounting and Financial Reporting Standards, since
the Council members are elected by the public and have decision making authority, the power 1o
designate management. the responsibility to significantly influence operations, and primary
accountability for fiscal matters.

The City of Pawhuska provides various services, and consists of many different activities and smaller
accounting entities. These include a community hospital, a police force, a firefighting and
prevention force, a sewage treatment plant, a water treatment plant, a storm water drainage sysiem,
atraffic control system, street lighting, a street maintenance force (including construction, repair, and
snow and ice removal), a parks and recreation system, a rubbish collection. and a stafT1o provide the
necessary support to these service providers.

Criteria

The funds maintained by the City of Pawhuska do not include all activities or services provided to
the citizens of the City by various public trusts or 501¢(3) non-profits, that are considered to he
“Separate Legal Entitics.”™ Such entities have been established to provide certain enterprise activities
that otherwise would be provided by the City of Pawhuska, In evaluating how to define the City of
Pawhuska for financial reporting purposes, management has considered all potential component
units. The decision to include a potential component in the reporting entity was made by applying
the criteria established by the Governmental Accounting Standards Board {GASB). The basic-but
not the only-criterion for including a potential component unit within the reporting entity is the
governing body"s ability to exercise oversight responsibility. The most significant manifestation of
this ability is financial interdependency. Other manifestations of the ability to exercise oversight
respensibility include. but are not limited to, the selection governing authority, the designation of

-10-



CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE B - THE REPORTING ENTI

continued

Criterig (continued )

management, the ability to significanily influence operation, and accountability for fiscal matters.
A second criterion used in evaluating potential component units is the scope of public service.
Application of this criterion involves considering whether the activity benefits the City and/or its
citizens, or whether the activity is conducted within the geographic boundaries of the City and is
generally available to its patrons. A third criterion used to evaluate potential component units for
inclusion or exclusion from the reporting entity is the existence of special financing relationships.
regardless of whether the City is able to exercise oversight responsibilities. Based upon the
application of these criteria, the City has excluded the following component unit for which the City
has oversight responsibility,

Pawhuska Hospital Authority

The Pawhuska Hospital Authority is a 501¢(3) non-profit created 1o provide medical facilities for
the Pawhuska area. Audited financial statements for this component unit can be obtained at its
general offices.

COMPONEN

Pawhuska Public Works Authority

The Pawhuska Public Works Authority is a public trust created to assist the beneficiary,
governmental agencies and private enterprises in making the most efficient use of their resources and
powers in providing, expanding, improving, and operating and maintaimning wtility service. An
operational and procedural agreement between the city of Pawhuska and the Pawhuska Public Works
Authority provides that under a lease agreement between the two parties all funds of the Public
Works Authority be transferred to the City.

ska Munici dustrial nt Trust Authority
The Pawhuska Municipal Industrial Development Trust Authority is a public trust created on Ma ¥
6, 1996, to promote and develop industry within and without the City of Pawhuska's territorial
boundaries.

Pawhuska Municipal Trist Auwthority

T'he Pawhuska Municipal Trust Authority is a public trust created on October 1, 1986, to establish,
provide, maintain, construct, set apart, promote, and conduet parks. play grounds, golf courses,
recreational centers, social and community centers, and other recreational facilities within and near
the territorial limits of the City of Pawhuska

B [



CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE C - BASIS OF PRESENTATION - FUND ACCOUNTING

The City uses funds and account groups to report on its financial position and the resulis of its
operations. Fund accounting is designed 1o demonstrate legal compliance and to aid financial
management by segregating transactions related 1o certain City functions or activities.

A fund is a separate accounting entity with a sel-balancing set of accounts. An account group, on
the other hand, is a financial reporting device designed to provide accountability for certain assets
and liabilities that are not recorded in the funds because they do not directly affect net expendable
available financial resources.

Funds are classified into three categories: governmental, proprietary, and fiduciary. Each category,
in turn, is divided into separate “fund types.” The City utilizes three fund catepories and six fund

types.

GOVERNMENTAL FUND CATEGORY

Governmental funds are used to account for all or most of a government's general activities,
including the collection and disbursement of earmarked monies (special revenue funds), the
acquisition or construction of general fixed assets (capital projects funds), and the servicing of
general long-term debt {debt service funds).

General Fund - The General Fund is used to account for all financial transactions excepl those
required to be accounted for in another fund. Major revenue sources include state sales laxes and
charges for services (1.¢. refuse revenues). Expenditures include all costs associated with the daily
operations of the City except for programs specially funded for building repairs and maintenance and
construction.

Special e Fund - Special Revenue Funds are used to account for the proceads of specific
revenue sources or grants (other than special assessments or expendable trusts) that are legally
restricted 1o expenditures for special purposes.

Capital Project Fund - Capital Project Funds are used to account for the acquisition of capital
facilities being financed from intergovernmental revenues or transfers from funds other than those
recorded in proprietary funds,

PROPRIETARY FUND CATEGORY
Proprietary funds are used to account for activities similar to those found in the private sector, where
the determination of net income is necessary or useful to sound financial administration. Goods or
services from such activities can be provided either to outside parties {enterprise funds) or to other
departments or agencies primarily within the City (internal service funds). The City has one
enterprise fund in this fiscal year, and does not have any internal service funds.

=12.




CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE C - BASI! PRESENTATION - FUND ACCOU

FIDUCIARY FUND CATEGORY

Fiduciary funds are used to account for assets held on behalf of outside parties, including other
governments, or on behalf of other funds within the City. When these assets are held under the terms
of a formal trust agreement. either a nonexpendable trust fund or an expendable trust fund is used.
The terms “nonexpendable™ and “expendable” refer to whether or not the City is under an obligation
to maintain the trust principal. Agency funds generally are used to aceount for assets that the City
holds on behalf of others as their agent and do not involve measurement of results of operations.

Expendable Trust Funds - These funds account for assets received and expended by the City as
trustee in essentially the same manner as governmental funds. These funds include:

Cemetery Care - A trust established to account for the portion of cemetery lot sales designated for
perpetual care and capital improvements of the cemetery.

Agency Funds - These funds are used to account for assets held by the City as a custodial trustee.
and do not involve measurement of results of operations. These funds include the Municipal Court
Bonds,

ACCOUNT GROUPS

Account groups are not funds, and consist of a self-balancing set of accounts used only to establish
accounting control over long-term debt and general fixed assets not accounted for in proprietary
funds.

General Long-Term Debt Account Group - This account group was established to account for all

long-term debt of the City, which would be offset by the amount available in the debt service fund
and the amount 10 be provided in future years to complete retirement of the debt principal. ltis also
used to account for liabilities for capital leases, and vested amounts of compensated absences. No
liahility is recorded for nonvesting accumulating rights to receive sick pay benefits,

General Fived Assef Account Group - This account group is used to account for property, plant, and

equipment. The City does not maintain a record of its generally fixed assets, and accordingly, a
statement of general fixed assets, required by accounting principles generally accepted in the United
States of America, is not included in the financial statements. Land, buildings. nonstructural
improvements, and all other physical assets in all funds are considered expenditures in the year of
acquisition, and are not recorded as assets for financial statement purposes. The City does not have
the information necessary to include this group in the financial statements. GASBE Statement No.
#34 will require this information, and the City is working to meet the requirement in the near future.

13-



CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

MEMORANDUM ONLY - TOTAL COLUMN

The total column on the financial statements in captioned “memorandum only” to indicate that it is
presented only to facilitate financial analysis. Data in this column does not present financial position
or results of operations in conformity with accounting principles generally accepted in the United
States of America. Neither is such date comparable to a consolidation. Interfund eliminations have
nol been made in the aggregation of this data,

NOTE D - BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made regardiess of the measurement focus applied,

All governmental funds are accounting for using the modified accrual basis of accounting., Their
revenues are recognized when they become measurable and available as net current assets. Tax
payer-assessed income, gross receipts, and sales taxes are considered “measurable” when in the
hands of intermediary collecting governments; and are recognized as revenue at that time.
Expenditures are generally recognized under the modified acerual basis of aceounting when the
related fund lability is incurred.

Revenue Recognition

In applying the susceptible to acerual concept under the modified acerual basis, the following
revenue suurces are deemed both measurable and available (i.¢. collectible within the current period
or seon enough thereafter to be used to pay obligations of the current period); taxes. services,
investment carmings, and fines and forfeitures. Reimbursements due for federally funded projects
are accrued as revenue at the time the expenditures are made, or when received in advance.

Other revenues, including licenses and permits, charges for services, and miscellaneous revenues are
recorded as revenue when received in cash because they are generally not measurable until actually
received.

Expenditure Recognition

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are measurable, and are recorded when the
related fund liability is incurred.

Reservations of Fund Equity

Fund balances are reserved for encumbrances as further explained in Note F.

-14-



CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE D - BASIS

Compensated Absences

Vested or accumulated vacation leave that is expected to be liquidated with expendable, available
financial resources has not been reported as an expenditure or a fund liability of the governmental
fund that will pay it. Rights to receive sick pay benefits have not been reported in the general long-
term debt account group.  This practice differs from accounting principles generally accepted in the
United States of America. Inaccordance with provisions of the Statement of Financial Agcounting
Standards No. #43, Accounting for Compensated Absences, no liability is recorded for nonvestin B
accumulating rights to receive sick pay benefits. The amount of vacation and compensatory time
susceptible to acerual in accordance with SFAS No. #43, has been reflected in the general long-term
debl account group.

CCOUNTING

inued

Interfund Transactions

Cuasi-external transactions are accounted for as revenues, expenditures, or expenses, Transactions
that constitute reimbursements to a fund or expenditures/expenses initially made from it that are
properly applicable to another fund are recorded as revenues, expenditures or expenses in the fund
that is reimbursed.

All other interfund transactions, except quasi-external transactions and reimbursements, are reported
as transfers, Non-recurring or non-routine permanent transfers of equity are reported as residual
equity transfers. All other interfund transfers are reported as operating transfers.

Lse of Estimares

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Accordingly, actual results could differ from those estimates.

NOTE E - BUD

5 AND BUD Y ACCOUNTIN

Uinder state law. the Mayor submits an annual budget to the Couneil for consideration and approval
no later than June 30. Such budget is based on expected cash expenditures by program within s fund
and estimated cash receipts by source for all funds. The City prepares its budget on the same basis
as the accounting records are maintained. The City follows these procedures in establishi ng the
budgetary data reflected in the financial statements.

* A proposed operating budget is submitted to the City Council for the fiscal year commencing on
July 1. The operating budget includes proposed expenditures and the means of financing them.
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CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

NOTEE - BU » AND BUDGETARY OUNTING { contin

* Public hearings are conducted to obtain taxpaver comments,
* Prior 1o July 1. the budget is legally enacted by the City Council through passage of an ordinance,

* Any revisions that alter the total expenditures of any department generally must be approved by
the City Council. Budgeted amounts in the accompanving financial statements include transfers and
revisions 1o the original appropriations ordinance.

" The Combined Statement of Revenues, Expenditures. and Changes in Fund Balances - Budget and
Actual - General Fund, Special Revenue, and Capital Improvement Fund Types is presented on the
budgetary basis to provide a comparison of actual results with the budget. The only entries necessary
to reconcile this statement with the Combined Statement of Revenues, Expenditures, and C hanges
i Fund Balances - All Governmental Fund Tvpes would be the accrual entries for taxes receivable
that are made at the end of each vear 10 conform to the modified accrual method of accounting,

NOTE F - ENCUMBRANCES

Encumbrances outstanding at year end represent the estimated amount of the expenditures ultimately
1o resultifunperformed purchase orders in process are completed, Encumbrances accounting, under
which purchase orders, contract, and other commitments for expenditure of monies are recorded in
order to reserve the portion of the applicable appropriation, is utilized as an extension of formal
budgetary integration in the governmental funds. Unencumbered appropriations lapse at the end of
the fiscal year. Encumbrances outstanding at vear end are carried forward to the new fiscal year.
Such encumbrances constitute the equivalent of expenditures for bud getary purposes, and
accordingly, the accompanying financial statements present comparisons of actual results to the
budgets of governmental funds on the same basis of accounting that the financial statements are
presented.  The unencumbered balance of each appropriation lapse at year end reverts to the
respective fund from which it was appropriated, and becomes available for future appropristions,

Reguirementy for AN Budgeted Funds

For day to day management control, expenditures plus encumbrances may not exceed budget at the
expenditure type level of each cost center, The Council may transfer unencumbered appropriations
within programs within funds. Appropriation control is by program within a fund, Council may,
by ordinance, transfer amounts among programs within and between funds,
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CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE G - ASSETS, LIABILITIES, AND FUND EQUITY

Cash and Investmenis

Pooled cash and Investments a “pooled cash” concept is used in maintaining the cash and investment
account in the accounting records, Under this method all cash is pooled for investment purposes,
and each fund has an equity in the pooled amount.

; Caxl Equivalenrs

The City considers all cash on hand, demand deposits. and highly liquid investments, with an
original maturity of three months or less when purchased. to be cash and cash equivalents.

Inventories
Inventories for all funds generally consist of expendable supplies and items held for consumption
which are expenses at the time of purchasc.

Reporting and Accounting

Total columns presented in the Combined Financial Statements are captioned “memorandum onlv”
to indicate that they are presented only to facilitate financial analysis. Data in these columns does
not represent financial position, results of operation, or changes in financial position in conformity
with accounting principles generally accepted in the United States of America. Meither is such data
comparable to a consolidation. Interfund eliminations have not been made in the aggregation of this
data.

Fund Balance

Fund Balance represents the fund not encumbered by purchase order, legal contracts, and outstanding
warrants. Restricted fund balances are legally or financially restrained from current appropriations.
Unrestricted fund balances can be used for current approved appropriations,

N - RETIREME

Employees and Plans

Each qualified employee is included in one of the three retirement plans in which the City of
Pawhuska participates. These are the Oklahoma Municipal Retirement Fund, the Oklahoma
Firefighters' Pension and Retirement System, and the Oklahoma Police Pension and Retirement
System. The City does not maintain the accounting records, hold the investments, or administer the
retirement funds. The retirement plans are statewide systems administered by the State of
Oklahoma.

Summary of significant data for each of the retirement plans follows:
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CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

REMENT PLANS inued

Okfahoma Municipal Retirement Fund

The plan covers qualified city employees and provides certain retirement, death, and disability
benefits. The City comributes 6% of the total wages paid 1o covered emplovees. Contributions by
the City of Pawhuska amounted to $70,941.27, for the fiscal vear ended June 30, 2011, Each
covered employee contributes 3% of individual compensation. The plan provided for retirement
benefits upon reaching normal retirement age. Employees become vested after ten (10) years of
SETVICe.

Oklahoma Firefighters Pension and Retirement System

Members of the City’s Fire Department participate in the Oklahoma Firefighters Pension and
Retirement System, a system administered by the State of Oklahoma. In conformity with state law,
the plan covers all full time firemen of the City of Pawhuska and provides certain retirement, death,
and disability benefits, Inconformity with the state law, the plan does not purport to be an actuarial
funded plan; however. benefits ar¢ guaranteed by the State of Oklahoma. The contributions to the
plan are established by the State, and the City is required to contribute 13% of total compensation
puaid to the firefighters. The firefighters contribute 8% of their compensation to the plan.
Contributions by the City to the system for the fiscal year ended June 30, 2011, amounted to
$28,057.37 paid primarily by the general fund.

Oklal lice Pension irement System

Members of the City’s Police Department participate in the Oklahoma Police Pension and
Retirement System, a system administered by the State of Oklahoma. The plan covers full-time
police officers of the City. and provides retirement, death, and disability benefits. In contormity with
state law, the plan does not purport to be an actuarial funded plan; however, benefits are guaranteed
by the State of Oklahoma. The comtributions to the plan are established by the State, and the City
is required to contribute 13% of total compensation paid to the police officers, The police officers
contribute 8% of their compensation to the plan. Contributions by the City to the system for the
fiscal year ended June 30, 2011, amounted to $28.110.32 . paid primarily by the General Fund.

NOTE I - REVENUE EXPENSE

Lo, - ERCEs

In accordance with the provisions of the Statement of Financial Accounting Standards No. 43,
Accounting for Compensated Absences, no liability is recorded for nonvesting accumulating rights
to receive sick pay benefits or vacation leave. Vested accumulated rights to receive sick pay or
vacation leave would be reported in the general long-term debt account group.
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CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 1 - REVENUE EXPENSE AND LIABILITIES (continued)

1 Absences {cont,
Vacation leave is granted to all regular employees. The maximum amount of vacation leave that
may be accumulated in one calendar year is ten days. This liability reflects amounts attributable to
employee services already rendered cumulative probably for payment and reasonably estimated,

Sick leave eamed approximately ten days a vear per emplovee and a maximum of 400 hours can be
accumulated. Sick leave is nonvesting, and the City does not record a liability for the cost of these
unused absences,

NOTE J - LONG TERM DEBT

State statutes prohibit the City from becoming indebted in an amount exceeding the revenue to be
received for any fiscal year without approval of the City voters. The general long term debt of the
City consisted of a Note Payable

The following is a summary of the long-term debt transactions of the City for the vear ended June
30,2011:

Bonds
Payable Total
Balance, July 1, 20040 £ ol0,000.00 5 B0, R, 0
Additions 5 {04 3 0.0y
Retirements S 0000000 ) 5 (100,0040,00)
Balance, June 30, 2011 5 SOMD,G00.00 5 SUML 0000
Pawhuska Public Works Authority Sales Tax Revenue Note, Amount
Baries 2005, original issue 51,000,000.00 interest mte of Outstanding

4.15%, due in semi-atinual imstallments of S400000.00 to

H60.000.00, final payment of $60,000,00 dus August 1, 2015 5300.000.00

£



CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

Long Term Debt {continued)
The annual debt service requirements for retirements of note principal and payment of interest arc
as fallows:

¥ zar ending
June 30 Principal [nterest Ttal
2012 & 10 000,00 5 1971250 5 11971250
2013 1RO, 00,00 £ 1545873 5 12545875
2014 5110004000 5 1089375 5 12089375
2015 5 1200000 5622500 £ 12622500
20106 5 60,000.00 5124500 ¥ 6124500
Totul £ S0, 30000 5 5353500 £ 55353500

- CONTINGEN ILITIES

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies. Any disallowed ¢laims, including amounts already collected, may constitute a liability of
the applicable funds. The amount, if any, of expenditures which may be disallowed by the grantor
cannot be determined at this time although the City expects such amounts, if any, to be immaterial.

NOTE L - SCHEDULE OF DERAL AND §

Grantor/Contract Award Revenue
Program Title unt  Recognized Expenditures
Library Grants $ 13586 % 13,586 b3 [3.586
Fire Departiment Grants 4,308 4.39%8 4,398
CDBG #14258 13,625 13.625 13.625
CDBG #14319 49 H55 - 49,655
Dept. Of Commerce, Economic Develop,

Econ. Ady/Disaster Approp. Program 750,000 - -
Totals £ Bil264 £ 31609 b £1.264




CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE COMBINED FINANCIAL STATEMENTS
JUNE 30, 2011

NOTEM - OMITTED COMPONENT UNIT

The general purpose financial statements do not include financial data of the Pawhuska Hospital,
Incorporated. which should be included in order to conform with accounting principles generally
accepted in the United States of America. Audited financial statements were not available at the date
of this report,

NOTEN-1 'ND TRANSFERS AN

Transfers between funds of the primary government and between the primary government and
discretely presented component units for the year ended June 30, 2011 were as follows:

Transfers In Transfers Out
MAIJOR FUKDS:
General Fund £ B, 167 £ 0
T'otal Major Funds i B 16T 5 i
EMTERPRISE FUNDS:
Electric Unility Fund £ 3,550,583 g 595 834
Solid Waste Administration Fund 5 i 5 22,060
Water and Sewer Fund 5 22,000 - 205,333
Total Major Funds 5 3572583 b3 823,167
MOMMAJOR FUNDS
Eeonomic Development Fund 5 i 5 55000
Permanent Improvement fun 5 22000 5 11
l'al Monmajor Funds & 22,000 % 55,000
COMPONENT UMITS:
Pawhuska Public Works Fund 1 i £ 3572583
Pawhuska Municipal Trust Auth. Fund 5 A5.000 5 1
Total Component Units & 55,000 5 3572583
TOTAL £ 4450750 £ 4450750

1.
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CITY OF PAWHUSKA, OELAHOMA

BUDGETARY COMPARISON SCHEDULE - MODIFIED CASH BASIS

Eeginning Budgetary Fund Halance:

HResources (Imflows):
Tazes;
Sales ux
Framchize rax
Toial Taxes

Intergoverrmerdal
Alcohidic Beverage Tax
Lliility Billing Charg.:;
Hespizal Surcharde Fee
Total lergovernmental

Fimes amil Porfeiures
Falice Fmes
Parking Fines
Javenalle Coun
Dog Pound
Tl Fires and Forfesfunes.

Licenses amd Permis

Charges for Services
Cemetery bot sabes
Cemestery openicloaings
Cemeiery Monuments
Library
Swimming Pool
Health Cenier
Lake Fees
Commundly Ceneer Rerdal
Afrpom

Tutal Charges for Services

Miscellaneous:

Miscellaneous

Renal Income

Cash Shon/Cwver

Donztions

Cirasis

Feturn Check Charge

In Lo of Taxes

Insurance Kefursds
Total Miscellaneeas

Orcher Finencing Scurces:
Transters From Oiher Purds
Tatal (eher Financing Sources

Amuumts Available for Appropriatsn

GENERAL FUND
FOR YEAR EXNDED JUNE 3, 2001
Variamoe with
Budpeted Amounis Aetual Fimal Budge
Chriginal Fimnd Ampoimls Pusitive (Megative)
3 oo % P00 8 69361 & 103, 841
B0, 000 0000 T A4d) {5, 560
&M, 000 R TR, 3K R, 300
65,00 5,000 18,416 13,416
23000 230,00 229,503 (8T
1 12 00 112,000 113,877 1.877
407 000 307,000 421,596 14 5%
H0.0400 50, DM TG {10,501 )
5,000 5 [0 5,965 5965
55, 0KND 55 001 45,063 {3,937}
B.000 .00 B.675 2675
5,00 3,060 12,994 70094
14,000 14,000 14,200 200
1,500 500 2.005 05
2 800 2,800 2,851 51
4,500 4 500 G095 1,505
15,000 15,000 19, A6 4,860
4,500 4,500 6, 745 1,345
2,600 20K 1,158 [442)
| K} 1.2061 L6410 1 480
51,1 51100 609,568 18 428
16100 10, K0 19,013 9.013
4 00 4,000 A8, 360 4,360
. - a 5
25 (0K} 25,060
5,500 5_500 #0641 1,141
5,000 5000 20,822 15,622
B4,500 4,500 135, 841) 55,340
B74 (0K BT, N0 046 533 T A33
BT4, 000 B4, 000 546,833 72,833
§ 24760 S J 760 § 2399895 % 253,205

{Conpinsd)

r2ds



CITY OF PAWHUSKA, OKLAHOMA

BUDGETARY COMPARISON SCHEDULE - MODIFIED CASH BASIS
GMERAL FUND

FOR YEAR ENDED JUNE 30, 2001

Charges to-Appropriations (Ourflows):

Clerk! Treasurer:
Personal Services
Mlaterials and Supplics
Other Services and Charges
Cairal Ouilay
Toeal ClerksTreasures

Adromey
Personal Services
Uither Services and Charges
Towal Anomey

Municipal Couri:
Personal Services
Materials and Supplics
CRber Services ond Charges
Total Municipa Coart

Police;
Personal Services
Materials and Supplics
Other Services and Charges
Capital Chtlay
Totnl Palice

Fire:
Personal Services
Materials and Supplies
(hher Services and Charges
Total Fire

Stregt:
Personal Services
Materials and Supplivs
Diher Services and Charges
Capiial Outlay
Total Sireet

Parks and Cemetery:
Persomal Services
Materials and Supplics
URher Services and Charges
Capiial Cuilay
Toral Parks and Cemetery

Budgeted Amounts Actual Final Budgct
Original Final Amounts  Positive{Negative)
LLL, S0 111,500 LHER T, (8.805)
T, 0l 7.7 330 {7370
2, B X EDD 3,373 573
F22 4K LX2 400 | O, 797 {15,603}
31,100 31,100 27,909 (3,191)
1,84} L B0 k] {1,627
32,900 32,900 28.082 i4,818)
38,400 38,400 38,189 211
1,400 1,400 1,392 1B
B L] 465 (135)
40,40 40, 40H] H0.047 (353)
442000 442 MK 447, THG 5786
&, Hx) fi, 200 f, 101 {5
26,650 2n, A3 19,538 {7,112}
474, B50) 474,830 473,425 {14251
JES SiH) ZRG, 900 204,540 4,646
2,050 2,50 1.783 (265
13.1HK 13,0000 a5 (4. 885
304,950 30k, S50 M6 {51
155,300 155,300 126,727 [2B.5T3)
2,500 2.5001 2700 o
22,550 2258 15,043 {4,507}
| 83,350 LR, 350 147,477 {32 873
173,104 173, Lo 169,800 (33000
5,750 5,750 6.122 g
904 &6l B 408 (1152
188,450 188,450 B4, 330 14, 120}
{Confimped)
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CITY OF PAWHUSKA, OKLAHOMA
BUDGETARY COMPARISON SCHEDULE - MODIFIED CASH BASIS
GENERAL FUND

General Government:
Personal Services
Materials and Supplies
Other Services and Charges
Caital Outlay
Total General Government

Library:
Personal Services
Materials and Supplies
Other Services and Charges
Total Library

Alrport
Personal Services
Materials and Supplies
Other Services and Charges
Capital Outlay
Total Airport

Lakes:
Personal Services
Materials and Supplies
Other Services and Charges
Capital Outlay
Toal Lakes

Administrative;
Personal Services
Materials and Supplies
Other Services and Charges
Total Administrative

Total Charges to Appropriations

Ending Budgetary Fund Balance

FOR YEAR ENDED JUNE 30, 2011

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive(Negative)
5 253,000 5§ 253000 § 238620 $% {14,371}
44, 500 44 5000 45,155 655
416,450 416,450 397,637 (18,813)
242,000 242 (Wi 272 881 30,881
055,950 055,950 U954 303 (16847
99,250 99,250 83,922 {15,328)
350 350 350 -
6,000 6,000 5,111 (B89
105,600 105,600 89, 384 (16,216}
5,050 5,080 3,379 (1,671}
5,050 3,050 3,379 (1,671}
44,300 44,300 41,528 {2,772
1,500 1,500 826 (674)
12,000 12,000 11,255 (7431}
57,800 37,800 53.608 (4.192)
77,250 77,250 78,663 1,413
100 100 83 (18)
2.750) 2,750 1.116 (1.634)
80, 100 80,100 79 861 (239)
2,548 B0 2,548 800 2,465,140 {83,660}
5 Hﬂl,lﬂﬁ} T (401,2000 % tﬁiEaiﬁ]; 3 335,955_1_
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CITY OF PAWHUSKA, OKLAHOMA
NOTES TO THE BUDGETARY COMPARISON SCHEDULE
JUNE 30, 2011

Budget Law
Under state law the Mayor submits an annual budget to the Council for consideration and

approval no later than June 30. Such budget is based on expected cash expenditures by
program within a fund and estimated cash receipts by source for all funds. The City follows
these procedures in establishing the budgetary data reflected in the financial statements,

A proposed operating budget is submitted to the City Council for the fiscal year
commencing July 1. The operating budgert includes proposed expenditures and the
means of linancing them.
Public hearings are conducted to obtain taxpayer comments.
Prior to July 1, the budget is legally enacted by the City Council through passage of
an ordinance.
Any revisions that alter the total expenditures of any department, generally must be
approved by the City Council. Budgeted amounts in the accompanying financial
statements include transfers and revisions to the original appropriations ordinance
The Combined Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual - General Fund, Special Revenue, and Capital Improvement
Fund Types are presented on the budgetary basis to provide a comparison of actual
results with the budget. The only entries necessary o reconcile this statement with
the Combined Statement of Revenues, Expenditures, and Changes in Fund Balances
- All Governmental Fund Types would be the accrual entries for taxes receivable
that are made at the end of each year to conform to the modified accrual method of
accounting.

Basis of Accounting

The hudget is prepared on the same modified cash basis of accounting as applicd to the
governmental funds in the basic financial statements. Revenues and expenditures are reported
when they result from cash transactions,
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HMN CHAP M.N Certified Public Accountant

401 South Water « Tahlequah, Oklahoma 74464 » (918) 456-9991 = Fax (918) 456-9247 « chapiintellex.com

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

Honorable Mayor and Members of the City Council
City of Pawhuska, Oklahoma

I have audited the financial statements of the governmental activities, the business-type
activities, the agpregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Pawhuska, Oklahoma. as of and for the
year ended June 30, 2011, which collectively comprise the City of Pawhuska, Oklahoma's
basic financial statements and have issued my report thereon dated November 17. 2010,
Except for the omission of the financial data of the Pawhuska Hospital Inc. and the omission of
the general fixed assets in the government wide and business type activitics, | conducted my
audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits comained in Government Auditing Srandardy,
issued by the Compiroller General of the United States,

Internal Control Over Financial Reporting

In planning and performing my audit, I considered City of Pawhuska, Oklahoma's internal
control over financial reporting as a basis for designing my auditing procedures for the purpose
of expressing my opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the City of Pawhuska, Oklahoma's internal control over
financial reporting.  Accordingly, | do not express an opmion on the effectiveness of the City
of Pawhuska, Oklahoma’s internal control over financial reporting.

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies. that adversely affects the City of Pawhuska,
Oklahoma’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the City of Pawhuska, Oklahoma’s financial statements that is
more than inconsequential will not be prevented or detected by the City of Pawhuska,
Oklahoma's internal control,

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the City of Pawhuska, Oklahoma's internal contral.

My consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
228-



Compliance and Other Matters

deficiencies in internal control that might be significant deficiencies or material weaknesses. |
did not identify any deficiencies in internal control over financial reporting that | consider to be
material weaknesses, as defined ahove.

As part of obtaining reasonable assurance about whether the City of Pawhuska, 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 my audit, and accordingly, I do not express such an opinion. The results of my
tests disclosed no instances of noncompliance or other matters that are required (o be reported
under Government Auditing Standards,

I noted certain matters that T reported to management of City of Pawhuska, Oklahoma, in a
separate letter dated November 10, 2011,

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

November 10, 2011

-

/7 /L.-;?.»-v ( f./f?';?;g,..p wA

L

Alan Chapman, CPA
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