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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

Members of the City Council
City of Tishomingo, Oklahoma

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

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

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

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

- respective financial position—modified cash basis of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Tishomingo,
Oklahoma, as of June 30, 2012, and the respective changes in financial position—modified cash basis, and
cash flows, where applicable, thereof for the year then ended in conformity with the basis of accounting
described in Note 1.C.

In accordance with Government Auditing Standards, we have also issued our report dated April 22, 2013,
on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
‘with Government Auditing Standards and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Tishomingo’s financial statements as a whole. The accompanying supplementary
information as listed in the table of contents are presented for purposes of additional analysis and are not a
required part of the financial statements, The supplementary information is the responsibility of
management and was derived from and relate directly to the underlying accounting and other records used
to prepare the financial statements, The information has been subjected to the auditing procedures applied
in the audit of the financial statements and certain additional procedures, including comparing and
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reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the -
information is fairly stated in all material respects in relation to the financial statements as a whole on the
basis of accounting described in Note 1.C.

Ohrgg. Yoloitin. + Blacimgurne, A .

Chickasha, Oklahoma
April 22,2013




City of Tishomingo, Oklahoma

Statement of Net Assets — Modified Cash Basis
June 30, 2012

Governmental Business-Type
Activities Activities Total
Assets
Cash and Cash Equivalent $ 451116 $ 254348 $ 705,464
Restricted Cash and Cash Equivalent - 164,718 164,718
Interfund Balances (1,227) 1,227 -
Capital Assets Not Being Depreciated 203,000 36,842 239,842
Capital Assets, Net of Depreciation 1,991,689 3,066,512 5,058,201
Debt Issue Costs - 32,113 32,113
Total Assets 2,644,578 3,555,760 6,200,338
Liabilities
Refundable Meter Deposits - 100,079 100,079
Due Within a Year 11,092 184,115 195,207
Long Term Liabilities 17,469 1,997,824 2,015,293
Total Liabilities 28,561 2,282,018 2,310,579
Net Assets
Invested in Capital Assets 2,166,128 921,415 3,087,543
Restricted for Debt Service - 61,381 61,381
Restricted for Other Purposes 301,206 - 301,206
Unrestricted 148,683 290,946 439,629
Total Net Assets $ 2616017 $ 1273742 $ 3,889,759

The notes to the financial statements are an integral part of this statement.
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City of Tishomingo, Oklahoma
Statement of Activities — Modified Cash Basis
For the Year Ended June 30, 2012

Net (Expense) Revenue and

Program Revenues Changes in Net Assets

4

Operating Capital Primary Government
Charges for Grants and Grants and Governmental ~ Business-Type
Expenses Services Contributions Contributions Activities Activities Total
Functions/Programs
Primary Government
Governmental Activities
General Government $ 559,277 $ 4019  $ - 179,264 $ (339,817) $ - $  (339817)
Public Safety 858,063 124,935 - 34,145 (698,983) - (698,983)
Streets 242,071 - - 229,085 (12,986) - (12,986)
Culture and Recreation 23,066 - - 139,266 116,200 - 116,200
Cemetery and Parks 109,101 - - - (109,101) - (109,101)
Total Governmental Activities 1,791,578 165,131 - 581,760 (1,044,687) - (1,044,687)
Business-Type Activities
Garbage 257,311 319,862 - - - 62,551 62,551
Sewer 450,125 266,913 - - - (183,212) (183,212)
Water 388,244 599,628 - - - 211,384 211,384
Administrative 149,500 33,127 - - - (116,373) (116,373)
Total Business Type Activities 1,245,180 1,219,530 - - - (25,650) (25,650)
Total Primary Government $ 3,036,758 $ 1384661 $ - $ 581,760 (1,044,687) (25,650) (1,070,337)
General Revenues
Taxes 1,192,084 - 1,192,084
Interest 405 495 900
Miscellaneous 62,486 - 62,486
Transfers 40,515 (40,515) -
Total General Revenues and Transfers 1,295,490 (40,020) 1,255,470
Change in Net Assets 250,803 (65,670) 185,133
Contributed Capital (29,600) 29,600 -
Net Assets - Beginning 2,394,814 1,309,812 3,704,626
Net Assets - Ending $ 2,616,017 $ 1273742 $ 3,889,759

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



City of Tishomingo, Oklahoma
Balance Sheet — Governmental Funds — Modified Cash Basis
June 30, 2012

Sales Tax Other
General Water Governmental Total
Assets
Cash $ 160,166 $ 47691 $ 243,259 $ 451,116
Total Assets $ 160,166 $ 47691 $ 243259 $ 451,116
Liabilities
Due To Other Funds $ 2,904 $ - $ (1,677) $ 1,227
Total Liabilities 2,904 - (1,677) 1,227
Fund Balances
Restricted 7,701 47,691 245,814 301,206
Assigned 103,720 - - 103,720
Unassigned 45,841 - (878) 44,963
Total Fund Balances 157,262 47,691 244,936 449,889
Total Liabilities
and Fund Balances $ 160,166 $ 47691 $ 243,259
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 2,194,689
period and, therefore, are not reported in the funds. (28,561)
Net assets of governmental activities. $ 2,616,017

The notes to the financial statements are an integral part of this statement.
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City of Tishomingo, Oklahoma
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds — Modified Cash Basis
For the Year Ended June 30, 2012

Sales Tax Other
General Water Governmental Total
REVENUE
Taxes $ 894417 $ 223252 $ 74415 $ 1,192,084
Intergovernmental (90) - 581,850 581,760
License & Permits 8,728 - - 8,728
Charges for Service 17,543 - - 17,543
Fines & Forfeitures 124,935 - - 124,935
Rent 13,925 - - 13,925
Miscellaneous 68,169 1 1,225 69,395
Interest 68 13 323 404
Total Revenue 1,127,695 223,266 657,813 2,008,774
EXPENDITURES
Current
General Government 206,171 146,843 179,898 532,912
Public Safety 721,785 - 40,047 761,832
Streets 92,816 - 21,223 114,039
Culture and Recreation 17,202 - - 17,202
Cemetery and Parks 76,768 - 267 77,035
Capital Outlay
Public Safety 82,685 - 6,420 89,105
Streets 6,966 - 152,631 159,597
Culture and Recreation - - 90,380 90,380
Cemetery and Parks 1,147 - 90,466 91,613
Water / Sewer - 32,282 - 32,282
Debt Service 22,951 - - 22,951
Total Expenditures 1,228,491 179,125 581,332 1,988,948
Excess (Deficiency) of Revenues
Over (Under) Expenditures (100,796) 44,141 76,481 19,826
Other Financing Sources
Capital Lease Financing 2,100 - - 2,100
Transfers In 89,446 - 22,789 112,235
Transfers Out (12,591) (34,025) (25,104) (71,720)
Total Other Financing Sources 78,955 (34,025) (2,315) 42,615
Net Change in Fund Balances (21,841) 10,116 74,166 62,441
Fund Balances - Beginning 179,103 37,575 170,770 387,448
Fund Balances - Ending 3 157,262 $ 47691 $ 244936 $ 449,889

The notes to the financial statements are an integral part of this statement.
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City of Tishomingo, Oklahoma
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds — Modified Cash Basis to the Statement of Activities
For the Year Ended June 30, 2012

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

Net change in assets - total governmental funds $ 62,441

Governmental funds report capital outlays as expenditures. However, in the statement

of activities the costs 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. 143,950

The issuance of long-term debt (e.g., 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. This amount is the net effect of these differences in the

treatment of long-term debt and related items. 21,720

Some expenses reported in the statement of activities do not require the use of current
financial resources, and are not reported as epxenditures in governmental funds. (6,908)

Change in net assets of governmental activities. $ 221,203

The notes to the financial statements are an integral part of this statement.
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City of Tishomingo, Oklahoma
Statement of Net Assets — Proprietary Funds — Modified Cash Basis
June 30, 2012

Tishomingo
Municipal
Authority
ASSETS
Current Assets
Cash 254,348
Restricted Cash 164,718
Due from Other Funds 1,227
Total Current Assets 420,293
Noncurrent Assets
Land 6,750
Construction in Progress 30,092
Buildings 133,600
Vehicles 42,340
Computers and Electronics 51,203
Land Improvements 7451
Water System 10,434,587
Sewer System 7533434
Equipment 339,560
Accumulated Depreciation (15,475,663)
Total Noncurrent Assets 3,103,354
Other Assets
Debt Issue Costs 32,113
Total Assets 3,555,760
LIABILITIES
Current Liabilities
Refundable Meter Deposits 100,079
Notes Payable, Current 184,115
Total Current Liabilities 284,194
Noncurrent Liabilities
Capital Leases / Notes Payable 1,997,824
Total Noncurrent Liabilities 1,997,824
Total Liabilities 2,282,018
NET ASSETS
Invested in Capital Assets 921,415
Restricted for Debt Service 61,381
Unrestricted 290,946
Total Net Assets 1,273,742

8

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



City of Tishomingo, Oklahoma
Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds — Modified Cash Basis
For the Year Ended June 30, 2012

Operating Revenues:
Garbage
Sewer
Water
Administrative
Total Operating Revenue

Operating Expenses:
Garbage
Sewer
Water
Administrative
Depreciation and Amortization
Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses):
Interest Revenue
Interest Expense

Total Nonoperating Revenues (Expenses)

Income (Loss) before Transfers

Other Financing Sources (Uses):
Contributed Capital
Transfers In
Transfers Out

Total Other Financing Sources

Net Change in Net Assets

Total Net Assets - Beginning
Total Net Assets - Ending

9

Tishomingo
Municipal
Authority

$ 319,862
266,913
599,628

33,127

1,219,530

257,311
221,057
275,354
149,500
269,684
1,172,906

46,624
495
(72,274)
(71,779)
(25,155)

29,600

64,657
(105,172)

(10,915)

(36,070)

1,309,812
$ 1273742

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



City of Tishomingo, Oklahoma
Statement of Cash Flows — Proprietary Funds — Modified Cash Basis
For the Year Ended June 30, 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Operating Revenues Received $ 1,226,796
Vendors and Others Paid (893,842)
Net Cash Provided by Operating Activities 332,954

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfers, Net (40,515)

Net Cash Provided by Noncapital Financing Activities (40,515)

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES

Payment of Debt (171,462)
Purchase of Property, Plant and Equipment (56,855)
Net Cash Used by Capital Financing Activities (228,317)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest Expense (72,274)
Interest Income 495
Net Cash Used by Investing Activities (71,779)
Net Increase in Cash and Cash Equivalents (7,657)
Cash and Cash Equivalents, July 1, 2011 426,723
Cash and Cash Equivalents, June 30, 2012 $ 419,066

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities

Operating Income $ 46,624
Adjustments to Reconcile Operating Income to Net Cash Provided
by Operating Activities
Depreciation and Amortization 269,684
Decrease in Due from Other Funds 7,266
Increase in Meter Deposits 9,380
286,330
Net Cash Provided by Operating Activities $ 332,954

The notes to the financial statements are an integral part of this statement.
10



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. The Reporting Entity

The City of Tishomingo is a charter city created under Title 11 of the Oklahoma Statutes.
The governing body of the City is the City Council comprised of five elected members. The
City Clerk/Treasurer is also elected. The appointed City Manager is the executive officer of
the City.

For financial reporting purposes the financial statements included all funds and account
groups over which the City Council exercises oversight responsibility. The criteria used to
determine whether or not to include other entities in the financial statements were (1) the
selection of governing authority, (2) designation of management, (3) ability to significantly
influence operations, and (4) accountability for fiscal matters. Based on this criteria, the
Tishomingo Municipal Authority is included.

The Tishomingo Municipal Authority is a Title 60.0.S. public trust created May 12, 1986,
and activated during the 1993-94 fiscal year to finance the water improvement facilities. The
current City Council serves as the governing body. The Tishomingo Municipal Authority is
a blended component unit.

B. Government-wide and Fund Financial Statements

Government-Wide Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement
of changes in net assets) report information on all of the nonfiduciary activities of the
primary government. 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 activities 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) operating and capital 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.

11



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

B. Government-wide and Fund Financial Statements - continued

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 the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The City’s reporting entity applies all relevant Governmental Accounting Standards Board
(GASB) pronouncements and applicable Financial Accounting Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before
November 30, 1989, unless they conflict with GASB pronouncements. The City’s reporting
entity does not apply FASB pronouncements or APB opinions issued after November 30,
1989.

The governmental funds are reported on a modified cash basis of accounting and current
financial resources measurement focus. Only current financial assets and liabilities resulting
from cash transactions are included on the fund balance sheets. The operating statements
present sources and uses of available spendable financial resources during a given period.
These fund financial statements use fund balance as their measure of available spendable
financial resources at the end of the period. The reconciliation of the governmental funds
financial statements to the governmental activities presentation in the government-wide
financial statements is the result of the use of the economic resources measurement focus at
the government-wide level. The proprietary fund also uses the economic resources
measurement focus.

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

e Capital assets and the depreciation of those assets, where applicable
e Debt issue cost and the amortization of those costs, where applicable
e Long-term debt

e Cash-based interfund receivables and payables

e Other cash-based receivable and payables

12



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation —
continued

As a result of the use of this modified cash basis of accounting, certain assets and their

related revenues (such as accounts receivable and revenue for billed or provided services not

yet collected, and accrued revenue and receivables) and certain liabilities and their related

expenses (such as accounts payable and expenses for goods or services received but not yet

paid, and accrued expenses and liabilities) are not recorded in these financial statements.

The government 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.

Water Sales Tax Fund — accounts for voter designated sales tax to be used for capital
expenditures and debt service in the Tishomingo Municipal Authority.

The government reports the Tishomingo Municipal Authority as a major proprietary fund. It
accounts for activities related to operating the water, wastewater and sanitation systems.

The government reports the following nonmajor governmental funds:
Special Revenue Funds — funds used to account for the proceeds of specific revenue
sources that are restricted by law of administrative action to expenditure for specific
purposes other than debt service or capital projects.

Cemetery Care Trails Project

Sales Tax Street Uniform Building Code
Fire Service Grant

ODOT Enhancement HOME Grant

CDBG Street Airport Layout

Downtown Sidewalk

13



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation —
continued

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.

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services, or privileges provided, and 2) operating grants and contributions, including
special assessments. Internally dedicated resources are reported as general revenues rather
than as program revenues. Likewise, general revenues include all taxes. 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.

D. Assets, Liabilities and Net Assets or Equity

Deposits and Investments

The government’s cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from the
date of acquisition.

The City does not have a written investment policy that limits its investment choices other
than the limitations stated in the Oklahoma Statutes. Oklahoma Statutes allow the City to
invest in bonds of cities, school districts, or counties within the State of Oklahoma; public
trust bonds whose beneficiary is a county, municipality or school district, except industrial
development bonds; direct obligations of the United States; and certificates of deposit.
Public trusts created under O.S. Title 60, are not subject to the above investment limitations
and are primarily governed by any restrictions in their trust or note indenture.

14



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

D. Assets, Liabilities and Net Assets or Equity — continued

Deposits and Investments - continued

Investments for the government, as well as for its component units, are reported at cost,
which approximates fair value.

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 government 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.

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

Assets Years
Buildings 50
Infrastructure 30
Vehicles S
Computer Equipment 5
Machinery and Equipment 10

Long-Term Obligations
In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type
statement of net assets.

15



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

D. Assets, Liabilities and Net Assets or Equity — continued
Fund Equity
Government-wide Statements

Equity is classified as net assets and displayed in three components:

1.

Invested in capital assets — consists of capital assets net of accumulated
depreciation and related debt.

Restricted net assets — consists of net assets with constraints on the use either by
(1) external groups or (2) law through constitutional provisions or enabling
legislation.

Unrestricted net assets — All other net assets that do not meet the definition of
“restricted” or “invested in capital assets”.

Fund Statements

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 City is bound to honor constraints on 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.

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.

Committed: This classification includes amounts that can be used only for specific
purposes pursuant to constraints imposed by formal action 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 (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.

16



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

D. Assets, Liabilities and Net Assets or Equity — continued
Fund Equity - continued
e Assigned: This classification includes amounts that are constrained by the City’s

intent to be used for a specific purpose but are neither restricted nor committed. This
intent can be expressed by the Council or through the Council delegating this
responsibility to the City Manager through the budgetary process. This classification
also includes the remaining positive fund balance for all governmental funds except
for the General Fund. The City has assigned interest earnings to the funds where
earned for the purposes defined by the fund.

e 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.

The City would typically use Restricted fund balances first, followed by Committed
resources, and then 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.

Estimates

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

17



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

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 Assets

The governmental fund balance sheet includes a reconciliation of the $2,166,128 difference

between fund balance - total governmental funds and net assets - governmental activities as

reported in the government-wide statement of net assets.

One element of that reconciliation explains that “long-term liabilities are not due and
payable in the current period and therefore are not reported in the funds.”

Capital Leases $ 28,561

Net adjustment to reduce fund balance -
total governmental funds to arrive at net
assets - governmental activities $ (28,561)

Another element of that reconciliation is capital assets used in governmental activities
that are not financial resources.

Land $ 203,000
Building 1,228,865
Equipment 586,454
Vehicles 545,739
Computers and Electronics 47,543
Land Improvements 1,557,431
Infrastructure 1,238,765
5,407,797

Accumulated Depreciation (3,213,108)
Capital Assets, Net $ 2,194,689
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City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

I1. 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 Activities

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

includes a reconciliation of the $158,762 difference between net changes in fund balances -

total governmental funds and changes in net assets 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 $ 460,877
Capital Assets Transferred to Enterprise Fund (29,600)
Depreciation Expense (287,327)

Net adjustment to increase net change in

fund balance - total governmental funds

to arrive at changes in net assets -

governmental activities $ 143,950

Another element of that reconciliation explains that “repayment of principal of long
term debt consumes the current financial resources of governmental funds.”

Capital Lease Principal Payments $ 23,820
Capital Lease Proceeds (2,100)
Net adjustment to increase net change in
fund balance - total governmental funds
to arrive at changes in net assets -
governmental activities $ 21,720
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City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

I1. 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 Activities — continued

The last element of that reconciliation explains that “some expenses reported in the
statement of activities do not require use of current financial resources, and are not
reported as expenditures of governmental funds.”

Loss on disposal of assets $ (6,908)
Net adjustment to decrease net change in
fund balance - total governmental funds
to arrive at changes in net assets -
governmental activities $ (6,908)

I11.DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the City’s deposits may not
be returned to it. The City does not have a written deposit policy for custodial credit risk, but
Oklahoma Statutes required collateral for all uninsured deposits of municipal funds in
financial institutions. As of June 30, 2012, the City’s bank balances of $882,209 were not
exposed to custodial credit risk.

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

Investment Credit Risk

The City has no investment policy that limits its investment choices other than the limitations
of state law that generally authorize investments in: (1) full faith and credit, direct obligations
of the U.S. Government, its agencies and instrumentalities, and the State of Oklahoma and
certain mortgage insured federal debt; (2) certificates of deposit or savings accounts that are
either insured or secured with acceptable collateral; (3) negotiable certificates of deposit,
prime bankers acceptances, prime commercial paper and repurchase agreements with certain
limitations;
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City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

I11.DETAILED NOTES ON ALL FUNDS - continued

A. Deposits and Investments — continued

(4) county, municipal or school district tax supported debt obligations, bond or revenue
anticipation notes, money judgments, or bond or revenue anticipation notes of public trusts
whose beneficiary is a county, municipality or school district; and government money market
funds regulated by the SEC. These investment limitations do not apply to the City’s public
trust. The City’s investments at June 30, 2012 consisted of $61,381 in Cavanal Hill U.S.
Treasury money market mutual funds with a Moody’s credit rating of Aaa.

Concentration of Credit Risk
The City places no limit on the amount it may invest in any one issuer.

Restricted Cash

Restricted cash in the TMA at June 30, 2012 consists of the Debt Service Fund in the amount
of $61,381, refundable meter deposits of $103,337.

21



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

I11.DETAILED NOTES ON ALL FUNDS - continued

B. Capital Assets
Capital asset activity for the year ended June 30, 2012 was a follows:

Beginning Ending
Balance Additions Disposals Balance
Governmental Activities:
Capital Assets, not being depreciated:

Land $ 203,000 $ - $ - $ 203,000
Total Capital Assets, not being depreciated 203,000 - - 203,000
Capital Assets, being depreciated:

Building 1,222,268 6,597 - 1,228,865

Equipment 582,619 3,835 - 586,454

Vehicles 523,085 74,458 51,804 545,739

Computers and Electronics 36,433 11,110 - 47,543

Land Improvements 1,376,584 180,847 - 1,557,431

Infrastructure 1,084,335 154,430 - 1,238,765
Total Capital Assets, being depreciated 4,825,324 431,277 51,804 5,204,797
Less Accumulated Depreciation 2,970,677 287,327 44,896 3,213,108
Total Capital Assets, being depreciated, net 1,854,647 143,950 6,908 1,991,689
Governmental Activities Capital Assets, net $ 2057647 $ 143950 $ 6,908 $ 2,194,689
Business Type Activities:

Capital Assets, not being depreciated:

Land $ 6,750 $ -3 -3 6,750

Construction in Progress 30,092 - - 30,092
Total Capital Assets, not being depreciated 36,842 - - 36,842
Capital Assets, being depreciated:

Building 133,600 - - 133,600

Equipment 329,458 10,102 - 339,560

\ehicles 42,340 - - 42,340

Computers and Electronics 47,764 3,439 - 51,203

Land Improvements 3,356 4,095 - 7,451

Water System 10,367,680 66,907 - 10,434,587

Sewer Plant 7,531,526 1,908 - 7,533,434
Total Capital Assets, being depreciated 18,455,724 86,451 - 18,542,175
Less Accumulated Depreciation 15,210,186 265,477 - 15,475,663
Total Capital Assets, being depreciated, net 3,245,538 (179,026) - 3,066,512
Business Type Activities Capital Assets,net $ 3,282,380 $ (179,026) $ - $ 3103354
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City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

I11.DETAILED NOTES ON ALL FUNDS - continued

B. Capital Assets - continued
Depreciation expense was charged to functions/programs of the primary government as
follows:

Governmental Activities:

General Government $ 26,365
Public Safety 96,164
Streets 127,108
Culture and Recreation 5,624
Cemetery and Parks 32,066
Total Depreciation Expense -
Governmental Activities $ 287,327

Business Type Activities:

Water $ 99,056
Sewer 166,421
Total Depreciation BExpense - Business
Type Activities $ 265,477

C. Interfund Receivables, Payables and Transfers
The composition of interfund balances as of June 30, 2012 is as follows:

Receivable Fund Payable Fund Amount Purpose
Sales Tax Street General Fund $ 2,905 Deposit Error
Tishomingo Municipal Authority ~ Downtown Sidewalk $ 1,227 Deposit Error

Interfund Transfers
Transfers Out:

Other
General Enterprise  Governmental Total
Transfers In:
General Fund $ - $ 86,726 $ 2,720 $ 89,446
Other Governmental 91 18,446 4,252 22,789
Enterprise 12,500 - 52,157 64,657

$ 12591 $ 105172 $ 59,129 $ 176,892
Reason / Purpose — all transfers are operating transfers.
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City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

I11.DETAILED NOTES ON ALL FUNDS - continued

D. Long Term Debt

Oklahoma Water Resources Board Note Payable

During 1997-1998 the Tishomingo Municipal Authority refinanced the Utility Revenue Note
Payable to Bank of Southern Oklahoma with the Series 1996 Promissory Note to Oklahoma
Water Resources Board dated September 30, 1997. The interest rate is variable as set
periodically by the Water Resources Board (subject to optional conversion to a fixed term
rate). The current rate of interest is 1.550% with monthly payments of $3,545. These
monthly payments are made to Bank of Oklahoma, N.A., the trustee, who then pays the
Oklahoma Water Resources Board on a 6 month basis.

Year Ending June 30, Principal Interest
2013 48,550 1,500
2014 52,450 726
2015 13,650 53
Total $ 114,650 $ 2,279

Provisions of the Note which are pertinent to the financial statements are as follows:

Pledged Revenues - Net water and sewer revenues generated from the Authority will be
used first to meet debt service; second to pay operation and maintenance expenses of the
system; and third to replenish the minimum required balance of the reserve fund
requirement.

The Tishomingo Municipal Authority at all times will maintain schedules of rates and
charges for services sufficient to provide funds which together with other revenues
pledged will provide Net Revenues Available for Debt Service equal to at least 125% of
the maximum annual amount required for debt service. The Debt Service Reserve was
fully funded at June 30, 2012, with a balance of $54,889. The revenues are pledged as
collateral for the note.
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I11.DETAILED NOTES ON ALL FUNDS - continued

D. Long Term Debt - continued

Small Community Drinking Water State Revolving Fund Note Payable

During 1998-1999 the Tishomingo Municipal Authority entered into a second Utility
Revenue note payable to Oklahoma Water Resources Board for $1,353,727. Proceeds from
the note provided financing for improvements to the sanitary sewer system. The interest rate
is fixed at 2.74% plus an administration rate of 0.5%. The Tishomingo Municipal Authority,
began in September 2000 depositing approximately $10,933 per month into the TMA Capital
Improvement account to be used to pay the semi-annual payments when due. The effective
interest rate at June 30, 2012 is 2.74%. Principal maturities for the next five years are as
follows:

Year Ending June 30, Principal Interest Admin Fees
2013 $ 72,138 $ 17,526 $ 3,198
2014 74,528 15,506 2,830
2015 76,996 13,418 2,449
2016 79,511 11,291 2,060
2017 82,179 9,035 1,649
2018-2021 263,228 12,990 2,370
Total $ 648,580 $ 79,766 $ 14,556

Provisions of the Note which are pertinent to the financial statements are as follows:

Pledged Revenues - Net water and sewer revenues generated from the operation of the
System will be used first to meet debt service; second to pay operation and maintenance
expenses of the System; and third to replenish the minimum required balance of the
reserve fund requirement.

The Tishomingo Municipal Authority at all times will maintain schedules of rates and
charges for service of the System sufficient to provide funds which together with other
revenues pledged will provide Net Revenues Available for Debt Service equal to at least
125% of the maximum annual amount required for debt service. The revenues derived
from the System are pledged as collateral for the note.
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June 30, 2012

I11.DETAILED NOTES ON ALL FUNDS - continued

D. Long Term Debt - continued

Oklahoma Water Resources Board Note Payable

During 2006-2007 the Tishomingo Municipal Authority entered into the TMA Series 2006
CWSREF note payable with the Oklahoma Water Resources Board dated September 30, 2006,
for sewer system improvements. The total principal available on the loan is $1,115,000. The
interest rate is variable as set periodically by the Water Resources Board (subject to optional
conversion to a fixed term rate). Total principal drawn down at June 30, 2012 was
$1,114,335 and the current rate of interest is 2.60%. Principal and interest maturities are as
follows:

Year Ending June 30, Principal Interest Admin Fees
2013 $ 47,615 $ 23,372 $ 4,485
2014 49,123 22,057 4,242
2015 50,679 20,752 3,991
2016 52,222 19,458 3,742
2017 53,939 18,018 3,465
2018-2022 296,387 67,705 13,020
2023-2027 346,423 25,739 4,950
Total $ 896,388 $ 197,101 $ 37,895

Provisions of the Note which are pertinent to the financial statements are as follows:

Pledged Revenues - Net water and sewer revenues generated from the Authority will be
used first to meet debt service; second to pay operation and maintenance expenses of the
system; and third to replenish the minimum required balance of the reserve fund
requirement.

The Tishomingo Municipal Authority at all times will maintain schedules of rates and
charges for services sufficient to provide funds which together with other revenues
pledged will provide Net Revenues Available for Debt Service equal to at least 125% of
the maximum annual amount required for debt service.

26



City of Tishomingo, Oklahoma
Notes to the Financial Statements
June 30, 2012

I11.DETAILED NOTES ON ALL FUNDS - continued

D. Long Term Debt - continued

Utility revenues pledged for the $535,000 Series 1996 promissory note to OWRB, the
$1,353,727 Series 1999 SCCW SRF promissory note to OWRB, and the $1,115,000 Series
2006 CW SRF promissory note to OWRB had the following comparison:

For the current year, principal and interest paid and total water and sewer utility net revenues
were $245,086 and $370,130, respectively.

Other Notes Payable
The Enterprise Fund incurs bank, association, and individual debt to purchase equipment.
The notes have various maturities with rates of 3.25% to 4.74% percent annum.

Landmark Bank - 4.74% interest, monthly payments of $1,736.

Matures October 2027. Proceeds used for the purchase and

installation of the water meter system. Secured by Pledged

Sales Tax. 227,698

Landmark Bank - 4.00% interest, one time payment of principal

and all accrued interest due May 2013. Proceeds used for

Sewer Collection System Improvements. Secured by pledged

Sales Tax 293,541

Total Other Notes Payable $ 521,239

Principal maturities for the next five years are as follows:

Year Ending June 30, Principal Interest
2013 $ 15423 $ 22,220
2014 16,131 21,512
2015 16,871 20,772
2016 17,645 19,998
2017 18,455 19,188
2018-2022 105,795 82,421
2023-2027 132,456 55,759
2028-2032 60,047 33,155
2033-2037 62,322 21,762
2038-2042 76,094 7,898

Total $ 521,239 $ 304,685
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June 30, 2012

I11.DETAILED NOTES ON ALL FUNDS - continued

D. Long Term Debt - continued

Pledged Revenues - Assignment of .75 cent utility sales tax collection passed October 2007.
For the current year, principal and interest paid and total 3/4% sales tax revenue were
$34,025 and $223,252, respectively.

Flow of Funds - The disposition of gross revenues are restricted in the bond indenture to the
following order of priority:

1. Payment of the cost and expenses of and incidental to the operation and ordinary
maintenance of the mortgaged property.

2. Use of any remainder for any proper purpose considered appropriate by the Authority.
Capital Leases

The City has entered into lease agreements as lessee for financing the acquisition of
equipment. The lease agreement qualifies as a capital lease for accounting purposes and,
therefore, has been recorded at the present value of future minimum payments as of the

inception date.

The assets acquired through capital leases are as follows:

Governmental Business-Type

Assets: Activities Activities

Computers and Electronics $ 3720 $ 5,079

Equipment 35,352 -

Vehicles 86,250 -

125,322 5,079

Less Accumulated

Depreciation (95,448) (2,455)
$ 29,874 $ 2,624
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I11.DETAILED NOTES ON ALL FUNDS - continued

D. Long Term Debt - continued

June 30, 2012

The future minimum lease obligations and the net present value of these minimum lease
payments as of June 30, 2012 were as follows:

Year Ending June 30,

2013
2014
2015

Total minimum lease payments

Less amount representing

interest

Present value of minimum lease

payments

Governmental Business-Type
Activities Activities
$ 11,765 $ 516
9,390 516
8,608 258
29,763 1,290
(1,202) (208)
$ 28,561 $ 1,082

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

follows:

Business Type Activities
Water $
Sewer

$

Changes in Long-Term Liabilities

13,084
59,190

72,274

Governmental Activities
Streets
Public Safety

$

$ 1032

Long term liability activity for the year ended June 30, 2012, was as follows:

Governmental Activities:
Capital Leases

Total Long Term Liabilities

Business Type Activities:
OWRB Note Payable FAP-96-0030-L
OWRB Note Payable ORF-97-0022-CW
OWRB Note Payable ORF-04-0003-CW
Notes Payable / Capital Leases

Total Long Term Liabilities

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
50,281 $ - $ 21,720 $ 28,561 #REF!
50,281 $ - 3% 21720 $ 28,561 #REF!
159,500 $ - $ 44850 $ 114,650 48,550
718,346 69,766 648,580 72,138
942,464 - 46,076 896,388 47,615
533,091 2,100 12,870 522,321 15,812
2,353,401 $ 2100 $ 173562 $ 2181939 $ 184,115
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I11.DETAILED NOTES ON ALL FUNDS - continued
D. Long Term Debt — continued
Debt Service Coverage Requirement

The OWRB debt agreement requires that Net Revenue Available for Debt Service must equal
125% of maximum annual debt service. Actual coverage was as follows:

Operating Revenue $1,219,530
Less: Garbage Revenue (319,862)

Total Operating Revenue 899,668
Operating Expenses 1,172,906
Less: Garbage Expense (257,311)
Less: Administrative Expense (39,214)
Less: Depreciation Expense (269,684)

Total Operating Expenses 606,697
Interest Revenue 495

Net Revenue Available for Debt Service $ 293,466

Maximum Annual Debt Service Requirements:

OWRB Note Payable FAP-96-0030-L $ 53,176
OWRB Note Payable ORF-97-0022-CW 92,846
OWRB Note Payable ORF-04-0003-CW 75,422

Total Debt Service Requirement $ 221,444

Coverage 133%
Coverage Requirement 125%
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I11.DETAILED NOTES ON ALL FUNDS - continued

E. Fund Equity

Net Assets Restricted by Enabling Legislation
The government-wide statement of net assets reports $301,206 of restricted net assets, of
which $141,999 is restricted by enabling legislation.

Deficit Fund Balance:

Enabling Legislation:

Street and Alley $ 7,701
Cemetery Care Fund 5,813
Sales Tax - Street 80,794
Sales Tax - Water 47,691

$ 141,999

The Downtown Sidewalk Fund had a deficit fund balance of $878 as of June 30, 2012.

Governmental Fund Balance Classifications
As of June 30, 2012, fund balances of the Governmental Funds were classified as follows:

Sales Tax Other
General Water Governmental Total

Restricted
Cemetery Capital Purchases $ - $ - $ 5813 $ 5,813
Grant Fund Expenditures - - 159,103 159,103
Capital Projects - 47,691 80,794 128,485
Street and Alley 7,701 - - 7,701
Special Assessments - - 104 104
Assigned
Debt Service 25,484 - - 25,484
Public Safety 78,236 - - 78,236
Unassigned 45,841 - (878) 44,963

$ 157,262 $ 47691 $ 244936 $ 449,889
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I11.DETAILED NOTES ON ALL FUNDS - continued

F. Pension Plans

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.

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, 2012. Participating members are required to

contribute 8%.

Three Year Trend Information:

Covered Total Pension Employee On Behalf
Year Ending June 30, Payroll Cost City Share Share Payments
2012 $ 72736 $ 15511 $ 9,602 $ 5909 $
2011 81,359 17,085 10,577 6,508 -
2010 85,588 17,974 11,127 6,847 18,700

The Firefighters Statewide Pension Plan issues a publicly available financial report that
includes financial statements and required supplementary information for the fund. That
report may be obtained by writing Oklahoma Firefighters Pension and Retirement System,
4545 N. Lincoln Blvd., Suite 265, Oklahoma City, OK, 73105-3414.
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I11.DETAILED NOTES ON ALL FUNDS - continued

F. Pension Plans — continued

Policemen’s Retirement Plan

Police department employees in Oklahoma participate in a state administered pension
program established under legislative authority, Oklahoma Police Pension and Retirement
System, 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. 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 equals 2.5% of the average compensation of
the highest 30 consecutive 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% for the year ended June 30, 2012. Participating members are

required to contribute 8%.

Three Year Trend Information:

Covered Total Pension Employee On Behalf
Year Ending June 30, Payroll Cost City Share Share Payments
2012 $ 152441  $ 32,013 $ 19,818 $ 12,195 $
2011 173,848 36,508 22,600 13,908 -
2010 150,644 31,616 19,572 12,044 13,250

The Police Officers Statewide Pension Plan issues a publicly available financial report that
includes financial statements and required supplementary information for the fund. That
report may be obtained by writing Oklahoma Police Pension and Retirement System, 1001
NW 63" Street, Suite 605, Oklahoma City, OK, 73116-7335.

Municipal Retirement Plan

The City of Tishomingo continues to provide for a defined contribution retirement plan with
the Oklahoma Municipal Retirement Fund for all employees who elect to participate
voluntarily. However, the City no longer contributes to this plan.

Effective July 1, 2004, City of Tishomingo implemented a defined benefit plan with the
Oklahoma Municipal Retirement Fund, an agent multiple employer defined pension plan.
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I11.DETAILED NOTES ON ALL FUNDS - continued

F. Pension Plans — continued

Municipal Retirement Plan - continued

The City of Tishomingo and its employees participate in the Oklahoma Municipal
Retirement Fund. All regular full time employees, except those covered under another
retirement system, are eligible. Employees are vested at 5 years.

The OMREF issues a publicly available financial report that includes financial statements and
the required supplementary information that can be obtained at City Hall.

Funding Policy: The contribution requirements of City of Tishomingo, Tishomingo
Municipal Authority, and employees are established and may be amended by the OMRF
board. Employees are required to contribute 3% of their annual covered salary. City of
Tishomingo and Tishomingo Municipal Authority are required to contribute at an actuarially
determined rate; the rate at June 30, 2012 is 9.94 percent of covered payroll.

Annual Pension Cost: For 2011-2012, City of Tishomingo and Tishomingo Municipal
Authority’s annual pension cost of $31,994 equal to the required and actual contributions.
The required contribution was determines as part of the March 31, 2012 actuarial valuation
using the entry age normal actuarial cost method. The actuarial assumptions included (1) 7.5
percent investment rate of return, (I1) projected salary increases due to inflation of 3 percent,
compounded annually, and (l11) projected salary increases due to age/seniority, compounded
annually.

Three Year Trend Information:

Contribution City / TMA Net Pension
Year Ending June 30, Rate Cost (APC) Contributed Obligation
2012 9.94% $ 31,994 100% $
2011 9.48% 29,648 100%
2010 9.41% 28,360 100%

Funding Status and Funding Progress: As of December 31, 2012, the most recent actuarial
valuation date, the plan was 48.6 percent funded. The actuarial accrued liability for benefits
was $439,150, and the actuarial value of assets was $213,556, resulting in an unfunded
actuarial accrued liability (UAAL) of $225,594. The covered payroll (total annualized rate of
pay as of the valuation date based on actual pay for the preceding year) was $330,413, and
the ratio of the UAAL to the covered payroll was 68.3 percent. The City’s unfunded
actuarial accrued liability is being amortized as a level dollar amount on an open basis.
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I11.DETAILED NOTES ON ALL FUNDS - continued

F. Pension Plans — continued

Municipal Retirement Plan - continued

The schedule of funding progress, presented as OSI following the notes to the financial
statements, present trend information about whether the actuarial vale of plan assets is
increasing or decreasing over time relative to the actuarial accrued liability for benefits.

City Manager Retirement Plan

The City has provided a defined contribution plan and trust known as the City of Tishomingo
Plan (the “Plan”) in the form of The Oklahoma Municipal Retirement Fund Master Defined
Contribution Plan (OMRF) available only to the city manager. OMRF operations are
supervised by a nine-member Board of Trustees elected by the participating municipalities.
The Plan is administered by OMRF and plan assets are supervised by OMRF. The city
manager is required to contribute to the Plan 10% of compensation.

The City Council determines the City’s contribution rate each year. City contributions for
the city manager begin vesting immediately. The authority to amend the provisions of the
plan rests with the City Council.

For the year ended June 30, 2012, employee contributions were $5,702 and the employer
contributions were $6,692.

G. 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.

General Liability, Physical Property and Automobile Liability/ Physical Damage - general
liability, physical property and automobile liability/physical damage are insured through the
Oklahoma Municipal Assurance Group risk entity pool. Deductibles range from $0 to
$5,000. Risk of loss retained is limited to the excess of insurance liability coverage limits set
my OMAG.
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I11.DETAILED NOTES ON ALL FUNDS - continued

G. Risk Management - continued

Worker’s Compensation - Workers’ compensation is insured through CompSource
Oklahoma. Risk of loss retained is limited to the excess of insurance liability coverage limits
set by CompSource Oklahoma.

H. Commitments and Contingencies

Grant Programs

In the normal course of operations; the City participates in various federal and state grant
programs from year to year. Amounts received or receivable from grantor agencies are often
subject to audit and adjustment by the grantor agency. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable fund. The amount, if
any, of expenditures which may be disallowed by the grantor agency cannot be determined at
this time, although the City expects such amounts, if any, to be immaterial.
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City of Tishomingo, Oklahoma
Unaudited — Oklahoma Municipal Retirement Fund
Schedule of Funding Progress
For the Year Ended June 30, 2012

UAAL as
Actuarial a

Actuarial Accrued Percentage
Value of Liability (AAL)-  Unfunded Funded of Covered

Assets Entry Age AAL (UAAL) Ratio Covered Payroll

Actuarial Valuation Date a b b-a a/b Payroll ¢ (b-a)/c
1/1/2005 17,746 331,568 313,822 5.4% 281,641 111.4%
1/1/2006 53,856 320,821 266,965 16.8% 334,427 79.8%
1/1/2007 82,743 322,943 240,200 25.6% 263,968 91.0%
1/1/2008 113,363 360,464 247,101 31.4% 302,993 81.6%
1/1/2009 128,520 354,837 226,317 36.2% 264,028 85.7%
1/1/2010 154,467 387,346 232,879 39.9% 291,045 80.0%
1/1/2011 178,184 403,106 224,922 44.2% 280,367 80.2%
1/1/2012 213,556 439,150 225,594 48.6% 330,413 68.3%

The schedule of funding progress presented above presents information about whether the
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial

accrued liability for benefits.
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City of Tishomingo, Oklahoma
Budgetary Information
June 30, 2012

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.

The budgetary comparison schedules are reported on the same modified cash basis as
governmental funds within the basic financial statements. For budgetary comparison
purposes, the City considers all encumbrances to lapse at year end, therefore, encumbrances
are not considered expenditures for budgetary comparison purposes. However, the City will
re-appropriate these lapsed encumbrances in the subsequent year budget.

The following major funds had an excess of expenditures over appropriations as of June 30,
2012:

General Fund — General Government $6,603
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REVENUE

Taxes
Intergovernemntal
License

Charges for Service
Fines

Rent
Miscellaneous
Interest

Total Revenue

EXPENDITURES

Current
General Government
Public Safety
Streets
Culture and Recreation
Cemetery and Parks

Total Expenditures

Excess (Deficiency) of Revenues

Over (Under) BExpenditures

Other Financing Sources
Transfers In
Transfers Out

Total Other Financing Sources

Net Change in Fund Balances

Fund Balances - Beginning
Fund Balances - Ending

City of Tishomingo, Oklahoma
Unaudited Statement of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual — General Fund — Modified Cash Basis
For the Year Ended June 30, 2012

Reconciliation to Financial Statement Presentation
The Municipal Court and Juvinile Funds are consolidated with the General
Fund for financial statement presentation, but not for budget purposes.

Fund Balances - Ending - Municipal Court Fund
Fund Balances - Ending -Juvinile Fund

Variance
Budget Amounts Actual With
Original Final Amounts Final Budget
$ 784030 $ 874130 $ 862,804 $ (11,326)
- - (90) (90)
6,645 8,705 8,728 23
13,000 16,550 20,263 3,713
3,900 3,900 5,737 1,837
11,600 11,600 13,927 2,327
8,151 42,825 69,541 26,716
20 20 27 7
827,346 957,730 980,937 23,207
169,698 224,568 231,171 (6,603)
642,142 720,146 718,612 1,534
69,020 86,360 86,025 335
18,800 18,800 17,204 1,596
98,052 82,002 77,628 4,374
997,712 1,131,876 1,130,640 1,236
(170,366) (174,146) (149,703) 24,443
132,700 132,700 104,607 (28,093)
- (11,660) (11,660) -
132,700 121,040 92,947 (28,093)
(37,666) (53,106) (56,756) (3,650)
37,666 53,106 63,682 10,576
$ - $ - 6,926 $ 6,926
34,685
4,230
$ 45,841
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Assets

Cash and Cash Equivalent
Total Assets

Liabilities

Due To Other Funds
Total Liabilities

Fund Balances

Restricted
Assigned
Unassigned

Total Fund Balances

Total Liabilities
and Fund Balances

City of Tishomingo, Oklahoma
Combining Balance Sheet
General Fund — Modified Cash Basis
June 30, 2012

Street and Police Animal

General Alley Emergency Vehicle Street Loan Control Total
$ 46247 $ 10,199 $ 75738 $ 25484 $ - 2,498 $ 160,166
$ 46247 $ 10,199 $ 75738 $ 25484 $ - 2,498 $ 160,166
$ 406 $ 2,498 $ - $ - $ - - $ 2,904
406 2,498 - - - - 2,904

- 7,701 - - - - 7,701

- - 75,738 25,484 - 2,498 103,720

45,841 - - - - - 45,841

45,841 7,701 75,738 25,484 - 2,498 157,262

$ 46247 $ 10,199 $ 75738 $ 25484 $ - 2,498 $ 160,166
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City of Tishomingo, Oklahoma
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
General Fund — Modified Cash Basis
For the Year Ended June 30, 2012

Street and Police Animal
General Alley Emergency Vehicle Street Loan Control Total

REVENUE
Taxes $ 862804 $ 31613 $ - $ - $ - % - $ 894417
Intergovernmental (90) - - - - - (90)
License & Permits 8,728 - - - - - 8,728
Charges for Service 17,543 - - - - - 17,543
Fines & Forfeitures 124,935 - - - - - 124,935
Rent 13,925 - - - - - 13,925
Miscellaneous 60,519 - - - - 7,650 68,169
Interest 34 1 20 13 - - 68

Total Revenue 1,088,398 31,614 20 13 - 7,650 1,127,695
EXPENDITURES
Current

General Government 206,171 - - - - - 206,171

Public Safety 716,033 - - - - 5,752 721,785

Streets 64,953 25,763 - - 2,100 - 92,816

Culture and Recreation 17,202 - - - - - 17,202

Cemetery and Parks 76,768 - - - - - 76,768
Capital Outlay

Public Safety 31,970 - - 45,458 - 5,257 82,685

Streets 6,966 - - - - - 6,966

Cemetery and Parks 1,147 - - - - - 1,147
Debt Service 22,951 - - - - - 22,951

Total Expenditures 1,144,161 25,763 - 45,458 2,100 11,009 1,228,491

Excess (Deficiency) of Revenues

Over (Under) Expenditures (55,763) 5,851 20 (45,445) (2,100) (3,359) (100,796)
Other Financing Sources

Capital Lease Financing - - - - 2,100 - 2,100

Transfers In 77,203 - 18,583 - - (6,340) 89,446

Transfers Out (61,709) - 16,833 20,625 - 11,660 (12,591)

Total Other Financing Sources 15494 - 35,416 20,625 2,100 5,320 78,955

Net Change in Fund Balances (40,269) 5,851 35,436 (24,820) - 1,961 (21,841)

Fund Balances - Beginning 86,110 1,850 40,302 50,304 - 537 179,103

Fund Balances - Ending $ 45841 $ 7701 $ 75738 $ 25484 $ - $ 2498 $ 157,262
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Assets

Cash
Total Assets
Liabilities
Due To Other Funds
Total Liabilities
Fund Balances
Restricted
Unassigned

Total Fund Balances

Total Liabilities
and Fund Balances

City of Tishomingo, Oklahoma
Combining Balance Sheet
Nonmajor Governmental Funds — Modified Cash Basis

June 30, 2012

Cemetery Trails Sales Tax Uniform
Care Project Street  Building Code Fire Service Grant

$ 5,813 168 $ 77,889 $ 104 - $ 89,207
$ 5,813 168 $ 77,889 $ 104 - $ 89,207
$ - - $  (2,905) $ - - $ -
- - (2,905) - - -
5,813 168 80,794 104 - 89,207
5,813 168 80,794 104 89,207
$ 5,813 168 $ 77,889 $ 104 - $ 89,207
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City of Tishomingo, Oklahoma
Combining Balance Sheet
Nonmajor Governmental Funds — Modified Cash Basis
June 30, 2012

OoDOT HOME CDBG Airport Downtown
Enhacement Grant Street Layout Sidewalk Total
Assets
Cash $ 24100 $ - $ - $ 45628 $ 350 $ 243,259
Total Assets $ 24100 $ - $ - $ 45628 $ 350 $ 243,259
Liabilities
Due To Other Funds $ - $ - $ - $ - $ 1228 $ (1,677)
Total Liabilities - - - - 1,228 (1,677)
Fund Balances
Restricted 24,100 - - 45,628 - 245,814
Unassigned - - - - (878) (878)
Total Fund Balances 24,100 - - 45,628 (878) 244,936
Total Liabilities
and Fund Balances $ 24100 $ - $ - $ 45628 $ 350 $ 243,259
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City of Tishomingo, Oklahoma

Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds — Modified Cash Basis
For the Year Ended June 30, 2012

REVENUE
Taxes
Intergovernmental
Miscellaneous
Interest

Total Revenue

EXPENDITURES
Current
Public Safety
Streets
Cemetery and Parks
General Government
Capital Outlay
Public Safety
Streets
Cemetery and Parks

Culture and Recreation

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources
Transfers In
Transfers Out

Total Other Financing Sources
Net Change in Fund Balances

Fund Balances - Beginning
Fund Balances - Ending

Uniform
Cemetery Trails Sales Tax Building
Care Project Street Code Fire Service Grant

$ - - $ 74415 $ - $ -3 -
- - - - - 146,268
925 - €))] 252 - 1)

1 - 13 - - -

926 - 74,427 252 - 146,267

R - - - 240 39,807

- - 19,648 - - 1575

- - - - - 267

- - - 232 - -

- - - - - 6,420

- - 26,084 - - 33,500

- - - - - 90,466

- - 45,732 232 240 172,035
926 - 28,695 20 (240) (25,768)

- - 4,250 - - 5,443
. - - - - (12,320)
- - 4,250 - - (6,877)
926 - 32,945 20 (240) (32,645)

4,887 168 47,849 84 240 121,852

$ 5813 168 $ 80,794 $ 104 $ - $ 89,207
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Nonmajor Governmental Funds — Modified Cash Basis

REVENUE
Taxes
Intergovernmental
Miscellaneous
Interest

Total Revenue

EXPENDITURES
Current
Public Safety
Streets
Cemetery and Parks
General Government
Capital Outlay
Public Safety
Streets
Cemetery and Parks

Culture and Recreation

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources
Transfers In
Transfers Out

Total Other Financing Sources
Net Change in Fund Balances

Fund Balances - Beginning
Fund Balances - Ending

City of Tishomingo, Oklahoma
Combining Statement of Revenues, Expenditures and Changes in Fund Balances

For the Year Ended June 30, 2012

oDOT HOME CDBG Airport Downtown
Enhacement Grant Street Layout Sidewalk Total
$ - $ - $ - $ - $ - $ 74415
24,000 179,354 93,047 136,008 3,173 581,850
- - - - 50 1,225
- - - - 309 323
24,000 179,354 93,047 136,008 3,532 657,813
- - - - - 40,047
- - - - - 21,223
- - - - - 267
- 179,666 - - - 179,898
- - - - - 6,420
- - 93,047 - - 152,631
- - - - - 90,466
- - - 90,380 - 90,380
- 179,666 93,047 90,380 - 581,332
24,000 (312) - 45,628 3,532 76,481
- 13,096 - - - 22,789
- (12,784) - - - (25,104)
- 312 - - - (2,315)
24,000 - - 45,628 3,532 74,166
100 - - - (4,410) 170,770
$ 24,100 $ - $ - $ 45628 $ (878) $ 244,936
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CERTIFIED PUBLIC ACCOUNTANTS

AJ

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

Members of the City Council
City of Tishomingo, Oklahoma

We have audited the accompanying modified cash basis financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund information of the City of
Tishomingo, Oklahoma, as of and for the year ended June 30, 2012, which collectively comprise the City’s
basic financial statements and have issued our report thereon dated April 22, 2013. The report was a
special report on the City’s use of a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above. However, we identified certain deficiencies in internal control over
financial reporting, described in the accompanying schedule of findings and responses that we consider to
be significant deficiencies in internal control over financial reporting: 12-1, 12-2, 12-3 and 12-4.
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City of Tishomingo, Oklahoma
Page 2 .

Compliance and Other Mattérs

As part of obtaining reasonable assurance about whether the City's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards and which are described in the accompanying schedule of findings
and responses as items: 12-2 and 12-4.

The City’s response to the findings identified in our audit is described in the accompanying schedule of
findings and responses. We did not audit the City’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, City Council, others within the

City of Tishomingo, and federal awarding agencies, and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

O, Yol o Blagingrna, £

Chickasha, Oklahoma
April 22,2013
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CITY OF TISHOMINGO, OKLAHOMA
SCHEDULE OF FINDINGS AND RESPONSES
Year Ended June 30,2012

Deficiencies of Internal Control, Compliance and Other Matters

12-1.

12-2.

Criteria — Municipal court fines receivable should be reconciled on a monthly basis to account for
tickets issued, collections received and adjustments made.

Condition — Court fines receivable balance is not being reconciled on a monthly basis to ensure all
tickets, collections and adjustments are properly accounted for within the court accounting system.

Cause — A overall system to independently check all court fine activity has not been established.

Effect — Without sufficient reconciliation procedures in place, the risk significantly increases that
errors and fraud related to court fines could occur and not be detected within a timely basis.

Recommendation — Management should implement procedures for staff to reconcile beginning and

ending court fines receivable balance on a monthly basis by using tickets issued, collections
received, and adjustments.

Management response — Management agrees.

Criteria — According to state budgetary laws expenditures should be recorded in the year
encumbered and/or expended.

Condition — We noted that two invoices for services or products received prior to yearend were
recorded as expenditures in the subsequent year.

Cause - The City’s policy is to cancel all outstanding encumbrances at yearend. Since these two
were still outstanding for payment they were cancelled along with other encumbrances. However,
since the items were actually received prior to yearend they cannot be cancelled.

Effect — Expenditures were underreported at yearend. This could have caused the City to over
expend a budgeted line item without realizing it.

Recommendation — We recommend that the City monitor yearend expenditure activity to be sure
all expenditures are recorded in the correct year..

Management response — Management agrees.
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12-3.

12-4,

CITY OF TISHOMINGO, OKLAHOMA
SCHEDULE OF FINDINGS AND RESPONSES
Year Ended June 30,2012

Criteria — Water volumes produced and sold should be monitored to identify possible issues
related to the efficiency of the water distribution system.

Condition — During the 2011-12 production information was not sent to the State as required on a
monthly basis. When we received production numbers they did not make sense in relationship to
the volume sold.

Cause — The ratio of water production to sold has not been used to manage the system’s efficiency.

Effect — State forms were not submitted with complete information. The efficiency of the water
distribution system is not being monitored.

Recommendation — On a monthly basis monitor the ration of water produced to sold. When
unexplained fluctuations occur then they should be investigated.

Management response — Management agrees.

Criteria — All assets of the City should be monitored for accountability.

Condition — During the year we noted the purchase of five laptop computers. However, only four
could be accounted for. A department head signed for all five.

Cause — Either the invoice verification procedure failed to identify the discrepancy. Or the
computer was lost or stolen after receipt.

Effect — One computer was paid for by the City that could not be located. The department head
reimbursed the City for the unlocated computer.

Recommendation — Proper invoice verification and assets control procedures need to be
implemented.

Management response — Management agrees.
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113

11-4

11-5

11-6

CITY OF TISHOMINGO, OKLAHOMA
SUMMARY SCHEDULE OF PRIOR-YEAR AUDIT FINDINGS AND
DISPOSITIONS
Year Ended June 30, 2012

Court fines receivable should be reconciled on a monthly basis to ensure all tickets,
collections and adjustments are properly accounted for within the court accounting
system.

See current year finding 12-1.
Utility accounts receivable balance is not being reconciled monthly to ensure all bills,
collection, penalties, deposits applied and adjustments are properly accounted for within

the utility accounting system/

The reconciliation procedure is currently performed daily. However, for last year the
reconciliations were not retained.

There is not adequate cash or CDs in the bank to cover customer deposits.

This was not noted as an exception in the current year.

The several funds spent more than their budgeted appropriations.

This was not noted as an exception in the current year.

The Downtown Sidewalk Association Fund incurred a fund balance deficit of $4,410 for
;l;ei;ar ended June 30, 2011. It appears to be a result of an interfund balance due of

This was not noted as an exception in the current year.

The City entered into a new lease purchase agreement that did not have a mutual
ratification renewal clause.

This was not noted as an exception in the current year.
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