CITY OF GLENPOOL
Glenpool, Oklahoma

BASIC FINANCIAL STATEMENTS
June 30, 2010



CITY OF GLENPOOL
Glenpool, Oklahoma

CONTENTS

Independent Auditor's Report
Basic Financial Statements:
Government-Wide Financial Statements:
Statement of Net Assets |
Statement of Activities and Changes in Net Assets
Fund Financial Statements:
Balance Sheet - Governmental Funds

Reconciliation of the Governmental Funds Balance Sheet to the
Government-Wide Statement of Net Assets

Statement of Revenues, Expenditures and Changes in Fund Balances
- Governmenial Funds

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures and Changes in

Fund Balance to the Government-Wide Statement of Activities and Changes in Net Assets
Statement of Net Assets - Proprietary Funds
Statement of Revenues, Expenses and Changes in Fund Net Assets - Proprietary Funds
Statement of Cash Flows - Proprietary Funds
Statement of Fiduciary Net Assets - Fiduciary Funds
Notes to the Basic Financial Statements
Required Supplemental Information:

Statement of Revenues, Expenditures and Changes in Fund Balance —
Budget (GAAP Budgetary Basis} and Actual — Governmental Funds

Notes to Required Supplemental Information
Supplemental Information:
Schedule of Expenditures of Federal Awards
Report Required by Government Auditing Standards:
Report on Internal Contro! over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed

in Accordance with Government Auditing Standards

Schedule of Findings and Responses

11
12
13

14-28

30

31

32

33-34

35-36



DON K. ETHRIDGE, GPA
WALTER H; WEBE, CPA
JANE FRAZIER, GPA -

NDEPENDENT AUDITOR'S REPORT

._?QClty‘ of Glenpool- - sy
Glenpool, Dk_laho;ma

¢ audited: the accornpanylng ﬂnanclal statements of the. governmental activities; the business-type activiies,
each rnajor fund; and the aggregate. remaining fund information of the City of, Glenpool, Oklahoma (Clty) as of and for
the year ended June' 30 2010, which collectively comprise the City’s basm financial statements aslistedin thetabie 8]
contents These ’r" nancla tatern ents are the responsibllity. ofthe City's ‘management. Our respons|b|hty is to  EXpress
: nts' based n our audit.

We conducted our audit in- accordance with-auditing standards generally accept
the standards ‘applicable: to the financial audits. oontalned in: GovernmentAudrtrng Standards Issued bythe Com ptroller
General ‘of the United States, Those: standards requ, .hat we: plan-and perform the audrt o obtaln reasonable
assurance about: whether the financial statements are free of material. misstatement. 'An au'd:t lncludes examlnlng, on
_ test basls; ‘evidence supportlng the. amounts and disclosures In-the fi rlanclal statement An-audit also include:
assesslng the,accountlng principles us ] by m i 3 ey ‘

e tatlon We belleve that our audlt provides a reaso

o opmion the financial statements referred to above presentfalrly, ln all_matenal respects he respectivefi i nanclal
po'sltlon of the: governmental activities,, the: buslness type activities, each rnajorfund and the: aggregate rem’alnlng fund';_‘
flnformatron of the City of Glenpool; Oklahoma as of June 30 2010 _fand the respectwe changes infinancial position -
;and cash ﬂows_ ‘where appl:cable thereoff ) the year th ' ended in 'co formity W|th ac 'untrng pnnorplesigenerally»
' inth Unlted States of Amerlca : »

accordance wrth GovernmentAudrtrng Stano'ards we haVe also |ss_ ed our report dated November 29, 2010 on our i
onstderation of the City's: ‘internal control over i nanclal reportlng ‘and. on‘our tests. of :ts cornpllanoe wrth certain -
rovisions of: Iaws regulatrons contracts and grant agreernsnts and other matters: The. purpose.of: that’ report i
escrine the scope of our: testlng of mternal conirol -over financial reportlng and compl:anoe and the results of tha
esting, and not o’ prowde an: opmlon on the-lnternal control over financial reporting or-or compllance “That reportis
n mtegral part of anaudit: perforrned In aco dance thh GovernmentAudltmg Stano’ards and: should'be consideredin. -

‘—assesslng +the results of our audit. L

_-'Eludgetary companson in ormation on pages 30 nd the notes on page 31arenota required- part of the financial
‘statements but are supplementary Information. requrred by accountlng princlples generally accepted in‘the United
-States_'of - America. = We: have: applled certain-limited - procedures ‘which consisted -principally of . Inquiries: of_
',management regardlng the methods of measurement and presentatlon of the required supplementary information.”
"E'However. we d:d not audtth 'lnrormatlon and'ex ress no 'oplnlon'on it

- The C]ty of Glenpool has not presented 'the Management’s DlSCUSSlOI’l -_and-AnaIysns required by the Governmental'
"'Accountlng Standards. ‘Board (GASB) that the. GASB. has determlned s .necessary to. supplement although not |
_requlred to be part o, th baslc fi nanclal statements e ‘s ,

- Mémbersof Amcnc.m lnsmute und Oklahoma Socu:ty:of CPA' 5. and Inpucl ﬂmencm un Intamduunal Nt.twork oF lndependerlt ace
. rvm;: Our C]:enlx'Smce 1960 :




"_.Clty of Glenpooi
+- November 29, 2010

Our. auditwas conducted.for the purpose offormmg opln:ons on the flnanclal statements that collectwely compnsethe; B
City of Glenpool's: baslc financial statemenits: The accompanylng Schedule of Expendltures -of Federal Awards listedin
the'table of contents.is presented for addltlonal analysis and.are not a requlred part of the basicfinancial: staternents b
We subjected this:information to the’ audltmg procedures apphed in‘the audit of the baslc f[nanclal;statements and,in -
our, oplnion 15 fairly presented II"I all matenai T ts; in. relation: to the baslc f nanclal staternent taken as whole

,CBEW Professional-Group, LLP
Certified Public Accountants:




CiTY OF GLENPOOL
STATEMENT OF NET ASSETS
June 30, 2010

Primary Government

Governmental Business-Type
Activities Activities Total
Assets:
Cash and investments:
Cash & cash equivalents (Note 1) 3 622,558 § 1,458,459 § 2,081,017
Invesiments - 74,041 74,041
Receivables {net of allowance for
uncollectibles):
Accounts receivable 182,132 437,641 619,773
Notes receivable - 328,332 328,332
Taxes 084,327 - 084,327
Grants receivable 69,778 - 69,778
Due to/from others {7,029) 7,029 -
Prepald expenses 11,272 - 11,272
Restricted assets:
Cash and investments (Note 1) 14,790 6,700,032 6,714,822
Capital assets:
Land and construction in progress 468,739 14,171,082 14,639,821
Depreciable buildings, property, equipment and
infrastructure, net of depreciation {Notes 1 & 2} 5,754,627 12,459,634 18,214,261
Deferred charges:
Bond Issue cost (net of accumulated
amortization) (Note 1) - 836,126 836,126
Bond discount (net of accumulated
amoriization) (Note 1) - 488,828 488,828
Total assets 3 8,101,194 § 36,861,204 § 45,062,398
Liabilities:
Accounts payable 5 79,892 § 47,984 §° 127,876
Accrued compensated absences
payable (Note 1) 181,055 9,880 190,935
Payable from restricied assets:
Appearance bonds 1,178 - 1,178
State courifees 13,612 - 13,612
Interest payable - 150,619 150,619
Accrued interest payable 3,360 - 3,360
Leases payable {Note 3) 283,223 - 283,223
Notes payable (Note 2) 105,042 883,114 0BB,156
Revenue bonds payable (Note 2) 165,000 31,530,000 31,695,000
Total liabilities 832,362 32,621,597 33,453,959
Net assets:
Invested in capital assets, net of related debt 5,666,741 (5,782,398) {115,857)
Restricted 174,666 6,549,413 6,724,079
Unrestricted 1,427 425 3,572,592 5000017
Total net assets 5 7,268,832 § 4,339,607 & 11,608,439

The accompanying notes are an integral part of the basic financial statements.
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CITY OF GLENPOOL .
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
Year Ended June 30, 2010

Program Revenues

Operating Capital Net
Charges for Grants and Grants and (Expense)/
Functions/Programs Expenses Services Contributions Contributions Revenue
Governmental activities:
General government;
General government 5 400,615 § 122,727 & 69,778 & - 3 (298,110}
City manager 490,871 - - - (460,871)
Cade and planning 314,518 - - - (314,518)
Total general government 1,286,004 122,727 69,778 - (1,103,499}
Public safety and judiciary:
City attorney 35,748 - - - (35,746}
Fire 1,000,097 - 5,100 - {1,084,997)
Municipal court 25,642 675,020 - - 648,378
Paolice 1,631,703 - - - (1,531,703)
Emergency management 8,532 - - - (8,532)
911 operations 25,325 66,898 - - 41,573
Total public safety and Judiciary 2,717,045 741,918 5,100 - (1,870,027)
Transportation:
Streets 383,452 - - - (393,452)
Total transportation 383,452 - - - (393,452}
Cultural, parks and recreation:
Parks - - - - -
Total cultural, parks and recreation - - - - -
Financing costs 25,855 - - - {25,955)
Unallocated depreciation” 668,346 - - - (666,346)
Total governmental activities 5,098,802 864,645 74,878 - (4,159,279)
Business-type activities
General and administrative 80,000 - - - (B0,000)
Water treatment 1,721,235 2,590,036 74214 - 876,222
Sewer treatment - 687,114 - - 687,114
Solid waste 466,566 25,920 - - (440,646)
Storm water 47,619 75,458 - - 31,839
Medical services 117,102 183,863 - - 66,761
Industrial Authority - - - - -
Financing costs 1,635,475 - - - (1,835,475)
Unallocated depreciation* 385,066 - - - (385,086)
Total business-type activities 4,453,063 3,566,391 7,421 - {879,251)
Total L] 9,551,865 § 4,431,036 $ 82,209 § - & (5,038,530)

* - This amount does not Include the depreciation that Is included In the direct expenses of various programs.

The accompanying noles are an integral part of the basic financial statements.
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CITY OF GLENPOOL
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
Year Ended June 30, 2010

Net (Expense) Revenue
and Changes in Net Assets

Governmental  Business-Type

Activities Activities Total
Net {(expense)/revenue {4,159,279) (879,251) (5,038,530)
General revenues:
Taxes:
Sales and use taxes 5,228,686 - 5,228,686
Franchise taxes 422,415 - 422,415
Clgarette {axes 72,453 - 72,453
Intergovernmental 90,265 - 90,265
Hotel/motel {ax 44,382 - 44,362
Property taxes 175,494 - 175,494
Investment earnings 2,433 136,239 138,672
Miscellansous 120,054 - 129,054
Other feas - 159,593 150,593
Rental income 18,169 - 18,169
Sale of property 85,892 - 85,892
Transfers (1,550,254) 1,550,254 -
Total general revenues and transfers 4,718,969 1,846,086 6,565,055
Change in net assets 558,690 066,835 1,526,525
Net assets - beginning of year 6,708,142 3,372,772 10,061,814

Net assets - end of year

The accompanying notes are an integral part of the baslc financial statements.

& 7,268,832 §

4,339,807 §

11,608,439
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Assets:
Cash and investments:

Cash & cash equivalents (Note 1)

Investments
Accrued governmental transfers

Accounts receivable (net of allowance for uncollectibles)

Grant recelvable
Prepaid expenses
Due from others
Restricted assets:
Cash and investments {(Note 1)

Total assets

Liabilities:
Accounts payable
Due to others
Payable from restricted assets:
Appearance bonds
State court fees

Total liabilities
Fund balance:
Reserved
Unreserved

Total fund balance

Total liabilities and fund balance

CITY OF GLENFPOOL
BALANCE SHEET
GOVERNMENTAL FUNDS
Jurne 30, 2010

Debt

Service Total
General Sinking Governmental

Fund Fund Funds
3 440,863 § 181,605 § 622,558
984,327 - 984,327
182,132 - 182,132
69,778 - 69,778
11,272 - 11,272
20,625 - 20,625
14,790 - 14,790
3 1,723,787 & 181,605 % 1,005,482
§ 79,802 % - % 79,892
20,625 7,029 27,654
1,178 - 1,178
13,612 - 13,612
115,307 7,029 122,336
- 174,666 174,666
1,608,480 - 1,608,480
1,608,480 174,666 1,783,146
g 1,723,787 § 181,695 § 1,005,482

The accompanying notes are an integral part of the basic financial statements.
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CITY OF GLENPOOL
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE GOVERNNMENT-WIDE
STATEMENT OF NET ASSETS
June 30, 2010

Total Fund Balances - Total Governmental Funds $ 1,783,146

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

Accrued compensated absences (181,055)

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds. These liabilities consist of:

| eases payable (283,223)
Notes payable ' {105,042)
Revenue bonds payable {165,000)
Accrued interest payable {3,360)
Total (556,625)

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds, These assets consist of:

Land 3 310,000
Construction In progress 158,739
Infrastructure 116,637
Buildings 5,442,738
Equipment 2,220,583
Vehicles 2,175,328
Accumulated depreciation (4,200,659)
6,223,366
Net assets of governmental activities $ 7,268,832

The accompanying notes are an integral part of the basic financial statements.
7



CITY OF GLENPOOL
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
Year Ended June 30, 2010

Debt
Service Total
General Sinking Governmental
Fund Fund Funds
Revenues:
Charges for services 3 41,508 § - % 41,598
Cigarette taxes 72,453 - 72,453
interest 2,376 57 2,433
Franchise taxes 422,415 - 422,415
Hotel/motel taxes 44,362 - 44 362
Intergovernmental programs 165,143 - 165,143
Fines and forfeits 675,020 - 675,020
Rental receipls 18,169 - 18,169
Licenses and permits 81,128 - 81,129
Miscellanaous revenue 129,054 - 129,054
Donations - - -
Property sales 336,702 - 336,702
Property taxes - 175,494 175,494
Sales and use taxes 5,228,686 - 5,228,686
Special assessments 66,898 - 66,898
Total revenues 7,284,005 175,551 7,459,556
Expenditures:
Current:
General government 1,262,501 - 1,262,501
Public safety 2,717,045 - 2,717,045
Highways and roads 393,452 - 303,452
Cultural and recreational - - -
Debt Service:
Principal 195,984 165,000 360,994
Interest expense 13,285 14,592 27,877
Capital outlay 1,077,379 - 1,077,378
Total expenditures 5,659 656 179,692 5,839,248
Excess of revenues over (under) expenditures 1,624,349 {(4,041) 1,620,308
Other financing uses:
Operating transfers in (out) {1,550,254) - {1,5560,254)
Excess of revenues over (under)
expenditures & transfers 74,085 (4,041) 70,054
Fund balance - beginning of year 1,534,385 178,707 1,713,082
Fund balance - end of year 5 1,608,480 174,666 % 1,783,146

The accompanying notes are an Integrél part of the basic financial statements.
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CITY OF GLENPOOL
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENTS OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE TO THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES AND CHANGES
IN NET ASSETS
Year Ended June 30, 2010

Net Change in Fund Balances - Total Governmental Funds 5 70,054

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

The Interest paid on notes and judgements is recorded as an expense in governmental funds
and not as a payment against the accrual. However, in the Government-Wide Statement
of Activities and Changes In Net Assets, the interest is recorded against the payable.
This is the amount of interest paid in the current period. 1,822

Governmental Funds report property sales as income. However, in the
Government-Wide Statement of Activities and Changes in Net Assets, the proceeds
are netted with any basis left in the assets sold. This is the amount of basis left
in the assets in the current peried. (250,810)

Govemnment-Wide Statement of Activities and Changes in Net Assets report accrued
compensated absenses in the period incurred. However, Govemmental Funds do not
pay on this liability untll the employee has left employment. The amount of the change
in accrued absenses recorded in the current period. (33,503)

Governmental Funds report note and lease payments as expenditures. However, In the
Government-Wide Statement of Activities and Changes in Net Assets, the principal
paid on that liability Is applied against the liability. This is the amount of principal
recorded in the current period. 360,994

Depreciation expense on capital assets Is reported in the Government-Wide
Statement of Activities and Changes in Net Assets, but they do not require the
use of current financial resources. Therefore, depreclation expense is not
reported as expenditures in Governmental Funds. - {666,346)

Governmental Funds report capital outlay as expenditures. However, in the
Government-Wide Statement of Activities and Changes in Net Assets, the cost
of those assets is allocated over their estimated useful lives as depreciation
expense. This is the amount of capital assets recorded in the current period. 1,077,379

Change in Net Assets of Governmental Activities 5 558,620

The accompanying notes are an integral part of the basic financial statements.
¢]



CITY OF GLENPOOL
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2010

Business-type Activities - Enterprise Funds

Utility Service Industial GEMS Trust
Authaority Authority Authority Totals
Assets:
Cash and investmenis:

Cash & cash equivalents {Note 3) 3 1,169,602 $ 106,115 % 182,742 § 1,458,459

Investments, at cost 74,041 - - 74,041
Receivables (net of allowance for uncollectibles):

Accounts receivable 437,641 - - 437,641

Notes recelvable - 328,332 - 328,332
Grants recelvable - - - -
Due from others 7,029 - - 7,029
Restricted assets: '

Cash & investments (Notes 3 & 4) 6,700,032 - - 6,700,032

Capital assets:
Land and construction in process 14,171,082 - - 14,171,082
Depreciable bulldings, equipment and infrastructure,
net of depreciation {Notes 1 & 3) 12,459,634 - - 12,459,634
Deferred charges:
Bond issue cost (net of accumulated

amortization) (Note 1) 836,126 - - 836,126
Bond discount (net of accumulated

amortization) (Note 1} 488,828 - - 488,828

Total assets $ 36,344,015 § 434,447 & 182,742 § 36,861,204
Liabilities:
Accounts payable 5 47984 § - 3 - 8 47,984
Bue to other funds - - - -
Accrued compensated absences

payable (Note 1) 5,880 - - 9,880
Payable from restricted assets:

Interest payable 150,619 - - 150,619
Leases payable (Note 3) - - - -
Notes payable (Note 3) 883,114 - - 883,114
Revenue bands payable {Notes 3 & 4) 31,530,000 - - 31,530,000

Total liabilities 32,621,597 - - 32,621,697

Net assets:
Invested in capital assets, net of related debt (5,782,398) : - - (5,782,398)
Restricted 6,540,413 - - 6,549,413
Unrestricted 2,955,403 434 447 182,742 3,572,692

Net assets 5 3,722,418 § 434,447 § 182,742 % 4,339,607

The accompanying notes are an integral part of the basic financial statements.
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CITY OF GLENPOOL
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
Year Ended June 30, 2010

Business-type Activities - Enterprise Funds

Utility Service Industial GEMS Trust
Authority Authority Authority Taotals
Revenues:
Water revenue L 2,026,944 % - 3 -~ 8 2,026,944
Sewer revenue 661,916 - - 661,916
Solid waste revenue 13,914 - - 13,914
Water taps 108,903 - - 108,903
Sewer taps 25,198 - - 25,198
Solid waste management fees 12,008 - - 12,006
Storm water management fees 79,458 - - 79,458
Water/sewer fees 454,189 - - 454,189
~ Connectftransfer fees 37,925 - - 37,925
Delinguent fees 73,409 - - 73,409
Miscellanecus charges 24,421 - - 24,421
Return on fees 23,838 - - 23,838
Property tax revenues - - 183,863 183,863
Lease revenue - - - -
Total revenues 3,642,121 - 183,863 3,725,984
Operations expense: |
General and administrative 80,000 - - 80,000
Water ireatment 1,721,235 - - 1,721,235
Sewer treatment - - - -
Solid waste 466,566 - - 466,566
Storm water 47,619 - - 47 619
Medical services - - 117,102 117,102
Depreciation 385,066 - - 385,066
Total operations expense 2,700,486 - 117,102 2,817,688
Income before non-operating revenues,
expenses & transfers 841,635 - 66,761 908,396
Non-operating revenues (expenses):
Interest revenue 111,784 24,208 247 136,239
Interest expense (1,415,048} - - (1,415,046)
Amortization of bond issue cost (113,689) - - {113,688}
Amortization of bond issue discount (72,971) - - (72,871)
Grant revenues 7,421 - - 7421
Trustee fess (33,769) - - (33,769)
Total (1,516,270} 24,208 247 (1,481,815)
income (loss) before operating transfers (674,635) 24,208 67,008 {583,419}
Transfers in (out) 1,243 552 336,702 {30,000) 1,550,254
Change in net assets 568,017 360,910 37,008 966,835
Net assets at beginning of year 3,153,501 73,537 145,734 3,372,772
Net assets at end of year 3 3,722,418 § 434,447 § 182,742 § 4,339,607

The accompanying notes are an integral part of the basic financial statements.
11



CITY OF GLENPOOL
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
Year Ended June 30, 2010

Business-type Activities - Enterprise Funds

Utility Service Industial GEMS Trust
Authority Authority Authority Totals
Cash flows from operating activities:
Cash received from customers & service users  § 3,384,061 & - % 183,863 $ 3,687,924
Cash payments for goods & services & employees (2,508,419) - (117,102} (2,625,521)
Net cash provided by operating activities 875,642 - 66,761 942,403
Cash flows from noncapital financing activities:
Net change in due to/due from other funds 4,278 - - 4,278
Operating transfars infout to other funds 1,243,552 336,702 {30,000) 1,550,254
Net cash provided (used) for noncapital :
financing activities 1,247,830 336,702 (30,000} 1,554,532
Cash flows from capital and related financing activities:
Acquisition & construction of capital assets {10,200,603) - - {10,200,603)
Principal paid on debt (403,165} - - (403,1865)
Interest pald on debt (1,743,574) - - {1.743,574)
Receipts on notes recelvable - 8,370 - 8,370
Notes recelvable issued - {336,702) - {336,702)
Grant monies 7,421 - - 7.421
Trustee fees (33,769) - - (33,769}
Net cash provided (used) for capital and
related financing acfivities (12,373,690} (328,332) - {12,702,022)
Cash flows from investing activities:
(Purchase) liquidation of Investments - unrestricted (200) - - (200}
Interest on investments 111,784 24,208 247 136,239
Net cash provided by investing activities 111,584 24,208 247 136,039
Net increase {decrease) in cash & cash equivalent  (10,138,634) 32,578 37,008 (10,069,048)
Cash and cash equivalents - beginning of year 18,008,268 73,537 145,734 18,227,539
Cash and cash equivalents - end of year $ 7,869,634 § 106,115 § 182,742 § 8,158,491
Reconclilation of operating income to net cash
provided by operating activities:
Operating income 3 841,635 § -5 66,761 3 808,396
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depraciation 385,066 - - 385,066
Change in assets and liabilities:
{Increase) decrease in accounts recelvablt (158,060) - - (158,060)
Increase (decrease) in accounts payable (193,676) - - (193,676)
Increase (decrease) in accrued expenses 677 - - 677
Total adjustments 34,007 - - - 34,007
Net cash provided by operating activities $ 875,842 § - & 66,761 § 042,403

The accompanying notes are an integral part of the basic financial statements.
12



Assets:
Cash and investments at cost

Total assets

Liabilities:
Deposits

Total liabilities

The accompanying notes are an integral part of the basic financial statements.

CITY OF GLENPOOL
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
June 30, 2010
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1.

CITY OF GLENFOOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Glenpool, Okiahoma (the City) complies with accounting principles generally accepted in the United
States of America (GAAP) as applicable to governmental units. The Governmental Accounting Standards Board
(GASRB) is responsible for establishing GAAP for state and local governments through its pronouncements
(Statements and Interpretations). Governments are also required to follow the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989 (when applicable) that do not conflict
with or contradict GASB pronouncements. Although the City has the option to apply FASE pronouncements
issued after that date to its business-type activities and enterprise funds, the City has chosen not to do so. The
more significant accounting policles established in GAAP and used by the City are discussed below.

A. Reporting Entity

The City of Glenpool, Oklahoma is organized under the statutes of the State of Oklahoma. The City operates
under a council form of government and is governed by a five-member board of commissionars. The
commissioners elect the mayor from their own body. The City provides the following services as authorized by
jts charter: general government, public safety (fire and palice), streets, public works (water, sewer and
sanitation), judicial, health and social services, culture, parks and recreation, public improvements and
planning and zoning for the geographical area organized as the City of Glenpool, Oklahoma.

As required by accounting principles generally acceptad in the United States of America, these financlal
statements present the activities of the City and its component units and trusts, entities for which the City is
considered to be financially accountable. Blended component units and trusis, although legally separate
entities are, in substance, part of the City's operations and so data from these units are combined with the
data of the primary government. '

Blended Component Units/Trusts:

The Glenpool Utility Services Authority (Authority) was created pursuant to a Trust Indenture for the benefit of
the City of Glenpool, Oklahoma. The Authority was established to acquire, construct, develop, equip,
operate, maintain, repair, enlarge and remodel water and sewer facilities for the City of Glenpool. The water,
sanitary sewer and solid waste disposal systems owned by the City have been leased to the Authority until
such date that all indebtedness of the Authority is retired or provided for, The Authority is a public trust and
an agency of the State of Oklahoma under Title 80, Oklahoma Statutes 1991, Section 1786, et seq,, and is
governed by a board consisting of five trustees Identical with the City Council. The Authority is exempt from
State and Federal Income taxes. The Authority is reporied as an enterprise fund.

The Gienpool Industrial Authority (GIA) was created September 28, 1981, for the benefit of the City of
Gienpool, Oklahoma. GIA was created to promote the development of industry and to provide additional
employment in the Glenpool, Qklahoma, area. The Authority is a public trust and an agency of the State of
Oklahoma under Title 60, Cklahoma Statutes 1991, Seciion 176, et seq., and is governed by a board
consisting of five trustees appointed by the City Council. GIA is exempt from State and Federal Income
taxes. GIA is reported as an enterprise fund.

The Glenpool Emergency Medical Services Trust Authority (GEMSTA) was created for the benefit of the City
of Glenpoal, Oklahoma, GEMSTA was created to provide first responder ambulance service in the Glenpool,
Oklahoma, area. The Authority is a public trust and an agency of the State of Oklahoma under Title 60,
Oklahoma Statutes 1991, Section 176, et seq., and is governed by a board consisting of five trustees
appointed by the City Councll. GEMSTA is exempt from State and Federal Income taxes. GEMSTA is
reported as an enterprisa fund.
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1.

CITY OF GLENPOOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

B. Measurement Focus, Basis of Accounting and Iéasis of Presentation — Fund Aceounting

The City's basic financial statements consist of government-wide statements, including a statement of net
assets and a statement of actlvities, and fund financial statements, which provide a more detailed level of
financial information. Basis of accounting determines when transactions are recorded in the financial records
and reported on the financial statements. Government-wide financial statements are prepared using the
accrual basis of accounting.

Government-wide Financial Statements — The statement of net assets and the siatement of activities
display information about the City as a whole. These statements inciude the financial activities of the primary
government, except fiduciary funds. The statements distinguish between those activities of the City that are
governmental and those that are considered business-type activities.

The statement of net assets presents the financial condition of the governmental and business-type activities
at year-end. The siatement of activilies presents a comparison between direct expenses and program
revenues for each program or function of the City's governmental activities and for the business-type activities
of the City. Direct expenses are those that are specifically associated with a service, program or department
and therefore clearly identifiable to a particular function. Program revenues inciude charges paid by the
reciplent of the goods or services offered by the program, grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program and interest earned on program
revenues are presented as general revenues of the city, with certain limited exceptions. The comparison of
direct expenses with program revenues identifies the extent to which each business segment or governmental
function is self-financing or draws from the general revenues of the City.

Fund Financial Statements — During the year, the Cily segregates transactions related to certain City
functions or activities In separate funds in order to aid financial management and to demonstrate legal
compliance. Fund financial staiements are designed to present financial information of the City at this mare
detalied level. The focus of governmental and enterprise fund financial statements is on major funds. Major
funds represent 10% of assets, liabilities, revenues, or expenditures of the correspanding element for all
funds of that category and is at ieast 5% of the corresponding element total for al! governmental and
enterprise funds combined or is a fund that the government believes is important enough for financial
statement users to be reported as a major fund. Each major fund is presented in a separate column. Non-
major funds are aggregated and presented in a single column. Fiduciary funds are reported by type.

Fund Accounting — The accounts of the City are organized and operated on the basis of funds. A fund is an
independent fiscal accounting entity with a self-balancing set of accounts. Fund accounting segregates funds
according to their intended purpose and is used to aid management in demonstrating compliance with
finance-related legal and contractual provisions. There are three categories of funds: governmental,
proprietary and fiduciary.

Governmental Funds - are used to account for the government's general government activities.
Governmental fund types use the flow of current financial resources measurement focus and the modified
accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized when
susceptible to accrual {i.e., when they become measurable and available). "Measurable" means the amount
of the transaction can be determined and “available" means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. The government considers ali revenues
available if they are collected within 80 days after year-end, Expenditures are recorded when the related fund
liability is incurred, except for unmatured interest on general long-term debt which is recognized when due,
and certain compensated absences and claims and judgments which are recognized when the obligations are
expected to be liquidated with expendable available financial resources.
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1.

CITY OF GLENPOOL
Glenpool, Okiahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B, Measurement Focus, Basis of Accounting and Basis of Presentation — Fund Accounting (Continued)

Sales and use taxes, cigarette taxes, gasoline excise taxes and motor vehicle taxes collected and held by the
state and county at year-end on behalf of the City are susceptible to accrual and are recognized as revenue.
Other receipts and taxes (franchise taxes, licenses, etc.) become measurable and available when cash is
received by the government and are recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if the susceptible to accrual
criteria are met. Expenditure driven grants are recognized as revenus when the qualifying expenditures have
been incurred and all other grant requirements have been met.

The following are the City's major governmental funds:

General Fund - is the general operating fund of the City. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

The following governmental fund of the City does not meet the percentage criteria for a major fund but the
City has described this non-major fund in the presentation within the governmental type financial statements:

Debt Service Fund — as prescribed by the State Law, the Debt Service Fund accounts for payment of
principal and interest on the Clty’s general abligation bonds and judgments against the City. Funds are
provided from ad valorem taxes and interest income.

Proprietary Funds — are accounted for on the flow of economic resources measurement focus and use the
accrual basis of accounting. Under this method, revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred. In compliance with the Governmental Accounting Standards
Board (GASB) Statement No. 20 the City has applied only Financial Accounting Standards Board (FASB),
Accounting Principles Board (APB) and Accounting Research Board (ARB) materials issued on or before
November 30, 1989 that do not conflict with GASB. Proprietary funds are classified as enterprise,

Enterprise Funds — are used to account for those operations that are financed and operated In a manner
similar to private business where the intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges or where the governing body has decided that the determination of
revenues earned, costs incurred andfor net income is necessary for capital maintenance, public policy or
management accountability. The following is the City's major enterprise fund:

Glenpoo! Utility Services Authority — which accounts for the operations of providing public works (water,
sewer and sanitation) to the City.

The other enterprise funds of the City do not meet the percentage criteria for major funds but the City has
elected o treat the following two non-major funds as though they were major funds for purposes of
presentation within the proprietary funds of the financial statements rather than aggregating this information
separately solely for the benefit of user understandability of the financial statements.

Glenpool Industrial Autharity — which promotes of the development of industry in the City..

Glenpool Emergency Medical Serviges Trust Authority ~ which provide first responder ambulance service
in the City.
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1.

CITY OF GLENPOOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation — Fund Accounting {(Continued)

Fiduciary Funds — account for assets held by the government in a trustee capacity or as an agent on behalf
of others. Trust funds account for assets held by the government under the terms of a formal trust
agreement. Agency funds are custodial in nature and do not present results of operations or have a
measurement focus. Agency funds are accounted for using the modified accrual basis of accounting. These
funds are used to account for assets that the government holds for others in an agency capacity. The City's
only fiduciary fund is an agency fund that is composed of customer deposit funds.

C. Assets, Liabilities and Equity

1.

Depoesits and Investments

Oklahoma Statutes authorize the City to invest in certificates of deposit, repurchase agreements,
passbooks, bankers' acceptances, and other available bank investments provided that all deposits are
fully covered by approved securities pledged to secure those funds. In addition, the City can invest in
direct debt securities of the United States unless law expressly prohibits such an investment.

For financial statement presentation and for purposes of the statement of cash flows, the City's cash and
cash equivalents are considered to be cash on hand, demand deposits and certificates of deposit with
maturity date of three months or less. Debt instruments with a maturity date of more than three months
from date of issue are considered to be investments. Investments are stated at cost.

Restricted Cash and Investments

The restricted bond fund cash and investments are the result of financial requirements of bond issues and
consist of funds held in the Bond Project Fund Accounts, Bond Sinking Fund Accounts Bond Fund
Reserve Accounts, Bond Capital Improvement Fund Accounts and Censtruction Accounts. Under the
terms and provisions of the Bond Indenture, these special accounts and reserve funds are maintained
with the Trustee bank for the benefit of the holders of the bonds and are not subject to lien or attachment
by any other creditors. These accounts and reserve funds are to he maintained so long as any bonds are
outstanding. Monies contained in the accounts and reserve funds held by the Trustee are required to be
continuously invested in authorized securities that mature not tater than the respective dates when the
funds shall be required for the purpose intended by the trust indenture.

Fair Value of Financial Instruments

The City's financial instruments include cash and cash equivalents, investments, accounts receivable and
accounts payable. The City’s estimates of the fair value of all financlal instruments do not differ materially
from the aggregate carrying values of its financial instruments recorded In the accompanying balance
sheet. The carrying amount of these financial instruments approximates fair value because of the short
maturity of these instruments.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accardingly, actual results could difier from those estimates.
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1.

CITY OF GLENPOOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Assets, Liabjlities and Equity (Continued)

5. Receivables and Payables

Transactions between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fizscal year are referred to as "due from other/due to other funds”.

Inventories

Inventories in both governmental funds and proprietary funds normally consist of minimal amounts of
expendable supplies held for consumption. The costs of such Inventories are recorded as expenditures
when purchased rather than when consumed.

Capital Assets

General capital assets are those assets not specifically related to activities reported in the proprietary
funds. These assets generally resulf from expenditures in the governmental funds, These assets are
reported in the governmental activities column of the government-wide statement of net assets but are
not reported in the fund financial statements. Capital assets utllized by the proprietary funds are reported
in the business-type activiles column of the government-wide statement of net assets and in the
respective funds. All caplital assets are capitalized at cost (or estimated historical cost) and updated for
additions and retirements during the year. Donated fixed assets are recorded at thelr fair market values
as of the date received. The City maintains a capitalization threshold of $10,000 for the governmental
and proprietary funds.

The City's infrastructure conslists of roads, bridges, culverts, curbs and gutter, streets and sidewalks,
drainage system, lighting systems and similar assets that are immovable and of value only to the City.
Such infrastructure assets acquired are capitalized in accordance with the requirements of GASBE 34.
Improvements are capitalized; the costs of normal maintenance and repairs that do not add value of the
asset or materially extend an asset's life are not capitalized. Major outlays for capital assets and
improvements are capitalized in propristary funds as projects are constructed. [nterest Incurred during
the construction phase of proprietary fund capital assets is reflected in the capitalized value of the asset
constructed, net of interest earned on the invested proceeds over the same period.

Depreciation is computed using the stralght-line method over the following estimated useful lives:

Governmental Activities Business-Type Activities
Description Estimated Lives Estimated Lives
Buildings 40 years 40 years
Furniture, Fixtures and Equipment 3-5 years 3-5 years
Land Improvements . 20 years 20 years
Vehicles 5-20 years 5-20 years
Infrastructure 10-50 years 10-50 years

8., Deferred Charges

Bond discount costs and bond issue costs are amortized ratably over the repayment period of the
applicable bond using the straighi-line method.

18



1.

CITY OF GLENPOOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Assets, Liabilities and Equity {Continued)

9.

10.

11.

12,

Compensated Absences

It is the City's policy to permit full-time employees to accumulate earned but unused vacation. Fuil-time
and part-time regular employees who have been employed continuously for at least 12 months are
granted vacation benefits in varying amounts to specified maximums depending on tenure with the City.
The expense and related liability for vested vacation benefits and compensatory time is recorded in the
respective funds of the City or component unit.

Long-term Obligations

The accounting and reporting treatment applied to long-term liabilities associated with a fund are
determined by its measurement focus. All governmental fund types are accounted for on a spending
“financial flow" measurement focus. This means that only current assets and current liabilities are
generally included on their balance sheets. Their reported fund balance (net current assets) is
considered a measure of "available spendable resources". Governmental fund operating statements
present increases (revenues and other financing sources) and decreases (expenditures and other
financing uses) in net current assets. Accordingly, they are said to present a summary of sources and
uses of "available spendable resources" during a period.

All proprietary funds are accounted for on a cost of services or "capital maintenance" measurement focus.
This means that all assets and liabilities (whether current or non-current) associated with their activity are
included on their balance sheets. Therefore, long-term debt and other obligations financed by proprietary
funds are reported as liabilities in the appropriate funds.

Net Assets/Fund Balance

In the government-wide financial statement, net assets represent the difference between assets and
liabilities, Net assets invested in capital assets, net of related debt, consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any borrowing used for the
acquisition, construction, or improvement of those assets. Net assets are reported as restricted when
limitations on their use change the nature or normal understanding of the availability of the asset. Such
constraints are either externally imposed by creditors, contributors, grantors, laws or other governments,
or are imposed by law through constitutional provisions or enabling legislation. The City applies restricted
resources when an expense is incurred for purposes for which both restricted and unrestricted net assets
are available.

In the fund financial statement, governmental funds report reservations of fund balances that are legally
segregated for a specific future use or which do not represent available expendable resources and,
therefore, are not available for appropriations or expenditure. Designations of fund balances are not
required by law but represent the classification or funds that are earmarked by the City’'s management for
specific purposes and may be subject to change.

Subsequent Events

Subsequent events have been evaluated through November 23, 2010, which is the date the financial
statements were available to be issued.
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CITY OF GLENPOOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

2. DETAILED NOTES CONCERNING THE FUNDS

A. Deposits and Investments

Custodial Credit Risk

At June 30, 2010, the City held deposits of approximately $9,086,029 at financial institutions. The City's cash
deposits, including interest-bearing certificates of deposit, are entirely covered by Federal Depository
Insurance {FDIC) or direct obligation of the U.S. Government insured or collateralized with securities held hy
the City or by its agent in the City's name.

Investment interest Rate Risk

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

investment Credit Risk

The City has no palicy that limits its investment chaices other than the limitation of state law as follows:

a.

Direct obligations of the U.S, Governmant, its agencies and instrumentalities to which the full faith and
credit of the U.S. Government is pledged, or obligations to the payment of which the full faith and credit
of the State is pledged.

Certificates of deposits or savings accounts that are elther insured or secured with acceptable collateral
with in-state financial institutions, and fully insured ceriificates of deposit or savings accounts in out-of-
state financial institutions.

With certain limitation, negotiable certificates of deposit, prime bankers acceptances, prime commercial
paper and repurchase agreements with certain limitations.

County, municipal or school district tax supported debt obligations, bond or revenue anticipation notes,
money judgments, ar bend or revenue anticipation notes of public trusts whose beneficlary is a county,
municipality or school district.

Notes or bonds secured by mortgage or frust deed insured by the Federal Housing Administrator and
debentures issued by the Federal Housing Administrator, and in obligations of the National Mortgage
Association.

Money market funds regulated by the SEC and in which investments consist of the investments
mentioned in the previous paragraphs (a.-d.).
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CiTY OF GLENPOOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

2. DETAILED NOTES CONCERNING THE FUNDS {Continued)
A. Deposits and Investments (Continued)

The cash and investments held at June 30, 2010 are as follows:

Weighted
Average
Maturity Credit Market
Type , (Months) Rating Value Cost
Investments
Money Market N/A AAAM $ 2131,878 $ 2,131,878
Certificate of deposit 6.00 N/A 254,119 254,119
Total investments $ 2385997 § 2,385,097
Reconciliation to Statement of Net Assets
Governmental activities 5 637,348
Business-type activities 1,532,500
Fiduciary activities 216,149
3 2,385,997

Concenitration of investment Credit Risk

The City places no limit on the amount It may invest in any one issuer. The City has the following of credit
risk: 11% in Certificates of deposit ($254,119) and 89% in Money Market funds ($2,131,878).
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CITY OF GLENPOQOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
: June 30, 2010

2. DETAILED NOTES CONCERNING THE FUNDS {Continued)
B. Capital Assetls

Primary Government capital asset activity for the year ended is as follows:

Balance Balance
Governmental Activities: 6/30/09 Additions Disposals 6/30/10
Non-depreciable assets:
Land 310,000 - 8 - % 310,000
Construction in progress 2,791,056 107,856 2,740,173 158,739
Total non-depreciable assets 3,101,058 107,856 2,740,173 468,739
Depreciable assets:
Buildings and improvements 3,524,496 3,024,642 1,106,400 5,442,738
Furniture, fixtures and equipment 1,635,528 685,055 - 2220583
Vehicles 2,210,680 - 35,353 2175327
Infrastructure 116,837 - - 116,637
Total depreciable assets 7,387,341 3,709,697 1,141,753 9,955,285
Less accumulated depreciation:
Buildings and improvements (2,299,171) (136,068) (869,729) {1,565510)
Fumiture, fixtures and equipment (802,177) {315,863) - (1,118,040}
Vehicles {1,319,818) (211,498) {21,212) (1,510,104)
Infrastructure (4,088) {2,9186) - {7,004)
Total accumulated depredation (4,425,254) {666,345) (890,941) (4,200658)
N et depreciable assets 2,862,087 3,043,352 250,812 5,754 627
Net governmental activities capital assets  § 6,063,143 $ 3,151,208 § 2,000,985 § 6,223,366
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CITY OF GLENPQOIL.
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

2. DETAILED NOTES CONCERNING THE FUNDS (Continued)
B. Capital Assets (Continued)

Proprietary capital asset activity for the year ended is as follows:

Balance Balance
Business-Type Activities: 6/30/09 Additions Disposals 6/30/10
Non-depreciable assets:
Land 2,092,557 § 1,441,396 § - 3 3,533,953
Construction in progress 3,100,031 7,537,097 - 10637,128
Total non-depreciable assets 5,192,588 8,978,493 - 14,171,081
Depreciable asseis:
Buildings and improvements 445,712 25,000 - 471,712
Furniture, fixtures and equipment 727,203 - - 727,203
Vehicles 495,181 - - 495,181
Infrastructure 13,035,486 1,197,109 - 14,232,595
Total depreciable assets 14,704,582 1,222,109 - 15,926,691
Less accumulated depreciation:
Buildings and improvements (64,961) {12,1686) - (77,127)
Fumiture, fixtures and equipment (347.993) (49,154) - (397,147)
Vehicles (273,843) (30,314) - (304,157)
infrastructure (2,385,194) (293,431) - {(2,688,625)
Total accumulated depredation (3,081,991) (385,065) - {3,467 ,056)
Net depreciable assets 11,622,591 837,044 - 12459635
N et business-type activities capital assets $ 16,815,179 § 9,815,537 § - 3 26,630,716

Depreciation expense was charged to unallocated depreciation and not charged as a direct expense of the

various programs.

. Long-term Debt and Capitalized Leases

The City has entered into general obligation bonds payable, notes payable and capitalized lease for the
acquisition of a fire truck. The lease agreements met the criteria of a capital lease as defined by FASB
Accounting Standards Codification (ASC) 840-10 {Formerly FAS No. 13), Accounting for Leases, which
defines a capital lease generally as one which transfers benefits and risks of ownership to the lessee. Capital
lease payments have been reclassified and are reflected as debt service expenditures in the financial

statements for the governmental funds,

financial statements.
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CITY OF GLENPOOL
Glenpool, Okiahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

2, DETAILED NOTES CONCERNING THE FUNDS (Continued)

C. Long-term Debt and Capitalized L.eases {Continued)

The long-term debt is described below.

(1)

(2)

(9)

36 monthly paymenis of $7,437 plus interest at 4.5%. Paid off this year. 3 -
Lease payable to Citizens Bank for the lease purchase of 2 police cars.
36 monthly payments of $1,144 plus interest at 4%. Paid off this year. -
Lease payable to Cilizens Bank for the lease purchase of fire truck.
36 monthly payments of $2,584 plus interest at 4.5%. 47,258
Lease payable to Citizens Bank for the lease purchase of police equipment
36 monthly paymenis of $583 plus interest at 4%. Paid off this year. -
Lease payable to Citizens Bank for the lease purchase of fruck.
36 monthly payments of $658 plus interest at 4%. Paid off this year. -
Lease payable to Old National Bank for the lease purchase of 2 police cars.
36 monthly payments of $1,003 pius interest at 6.5%. Paid off this year. -
General Obligation Bond Payable. Payable in annual instaliments of
$165,000 plus interest at 4.425% 165,000
Note payable to the Oklahoma Department of Transportation for right-of-way.
Monthly payments of $1,200 plus interest at 0%. 21,825
Note payable ta the Oklahoma Department of Transportation far right-of-way.
Monthly payments of $1,200 plus interest at 0%. 27,661
(10} Note payable to the Oklahoma Deparfment of Commerce for CDBG.
Monthly payments of $1,111 plus interest at 0%. 55,556
(11) Lease payable to First Texas Bank for the lease purchase of incode sofiware.
18 quarterly payments of $22,611.63 plus interest at 3.5%. 235,965
Total 3 553,265
The following is a summary of long-term debt and capitalized |lease transactions for the year:
Balance Payments Balance
July 1, and June 30,
2009 Additions Cancellations 2010
Capital iease obligations  § 463,994 3 - b 180,771 § 283,223
Notes payable 120,264 - 15,222 105,042
Revenue bonds payable 330,000 - 165,000 165,000
Total 3 914,258 § - % 360,993 § 053,265

Lease payable to Bancfirst for the |ease purchase of five charges, Tahoe & Suburban.
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CITY OF GLENFOOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

2. DETAILED NOTES CONCERNING THE FUNDS (Continued)
C. Long-term Debt and Capitalized Leases {(Continued)

The annual debt service requirements to maturity, including principal and interest, for long-term debt are as

follows:

Year Ending

June 30, Principal Interest Total
2011 b 293575 § 13,009 § 306,674
2012 119 469 4,571 124,040
2013 82,379 1,189 A3,568
2014 15,733 - 15,733
2015 4623 - 4,623

2016-2020 12,000 - 12,000

2021-2025 12,000 - 12,000

2026-2030 0,825 - 9,825

2031-2034 3 661 - 3,661
Total B 553265 § 18,859 & 572,124

D. Long-term Debt

The City is not obligated in any manner for the debt of its companent units. The water system, including all of
the proceeds, revenue, water charges, assessments and income of all kinds and nature together with contract
rights, accounts receivable and general intangibles have been pledged as collateral to secure these notes.
The note agreements call for monthly payments to be made toward debt retirement.

The long-term debt is described below.

A Capital Improvement Revenue Bond Payable, Series 2001A was issued by the GUSA, acting on behalf
of the City, in the principal amount of $4,700,000 dated May 1, 2001, due in semi-annual installments of
$120,000 to $755,000, through June 1, 2021 with interest at 4.4% to 5.25% per annum,

A Utility Revenue Refunding Bond Payable, Series 2007 was issued by the GUSA, acting on behaif of the
City, in the principal amount of $6,500,000 dated October 1, 2007, due in semi-annual installmenis of
$120,000 to $745,000, through October 1, 2036 with interest at 3.5% to 4.5% per annum.

A Utility Revenue Bond Payable, Series 2007A was issued by the GUSA, acting on behalf of the City, in
the principal amount of $3,945,000 dated October 1, 2007, due in semi-annual installments of $30,000 to
$640,000, through October 1, 2037 with interest at 5.75% to 6.45% per annum.

A Utility Revenue Refunding Bond Payable, Series 2008 was issued by the GUSA, acting on behalf of the
City, in the principal amount of $10,000,000 dated August 1, 2008, due in semi-annual interest only
instaliments of $200,000 {4% per annum} and a lump sum payoff on August 1, 2013.

A Utility Revenue Refunding Bond Payable, Series 2008A was issued by the GUSA, acting on behalf of
the City, in the principal amount of $6,000,000 dated August 1, 2008, due in seml-annual interest only
installments of $180,000 (6% per annum) and a lump sum payoff on August 1, 2013,

A Utility Revenue Refunding Bond Payable, Series 2009 was issued by the GUSA, acting on behalf of the

City, in the principal amount of $2,000,000 dated March 1, 2009, due in semi-annual interest only
instaltments of $37,000 (3.7% per annum) and a lump sum payoff on August 1, 2013,
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CITY OF GLENPOOL
Glenpool, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

2, DETAILED NOTES CONCERNING THE FUNDS (Continued)
B. Long-term Debt (Continued)
$1,361,388 GUSA, Tulsa County, Oklahoma, Series 2001 Clean Water SRF promissory note to the
Oklahoma Water Resources Board, dated May 1, 2001, due in semi-annual installments over 20 years
plus interest of 2.55%, secured by pledged sales taxes and utility system revenues.
$230,000 GUSA, Tulsa County, Oklahoma, Series 1992 promissory note to the Oklahoma Water
Resources Board, dated May 22, 18982, due in semi-annual installments over 15 years plus interest of

2.55%, secured by pledged sales taxes and utility system revenues.

A lease payable with Citizens Security Bank dated August 20, 2004, in the amount of $28,131, payable in
60 monthly installments of $513, with interest at 3.5%, for the purchase of a bobcat. Paid off this year.

A |lease payable with Bancfirst dated June 29, 2007, in the amount of $90,000, payable in 35 monthly
installments of $2,677, with interest at 4.5%, for the purchase of riding mowers and trucks. Paid off this
year.

The following is a summary of long-term debt transactions of the propristary fund:

Balance Balance
June 30, 2009 Additions Reductions June 30, 2010
Revenue Bond 2001A 3 3,535000 % - 5 185,000 % 3,350,0C0
Revenue Bond 2007 6,355,000 - 120,000 6,235,000
Revenue Bond 2007A 3,845,000 - - 3,945,000
Revenue Bond 2008 10,000,000 - - 10,000,000
Revenue Bond 2008A 6,000,000 - - 6,000,000
Revenue Bond 2009 2,000,000 - - 2,000,000
OWRE 2001 816,833 - 68,069 748,764
OWRB 1992 143,900 - 9,550 134,350
Citizens lease 881 - 881 -
Bancfirst lease 19,665 - 18,665 -
Total $ 32816279 § - 5 403,165 & 32,413,114
The annual debt service requirements to maturity, including principal and interest, for long-term debt are as
follows:
Year Ending
June 30, Principal Interest Total
2011 $ 403,069 3 1,550,080 % 1,953,149
2012 439,069 1,534,396 1,973,465
2013 454 869 1516403 1,971,272
2014 18,480,869 1,080,541 19,561,410
2015 511,869 643,272 1,155,141
2016-2020 3,005,299 2852722 5,858,021
2021-2025 2,308,070 2,123 567 4,431,837
2026-2030 1,940,000 1,853,325 3,583,325
2031-2035 2,600,000 1,086,788 3,686,789
2036-2038 2.270,000 291 255 2,561, 255
Total Liability % 32413,114 § 14332350 § 46,745,484
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NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2010

2. DETAILED NOTES CONCERNING THE FUNDS {Continued)
E. Inter-fund Receivables and Payables

The following schedule reflects the City's inter-fund due frem and due to other governmental funds, which
have been eliminated in the statement of net assets presentation in accordance with GASB 34:

Due Due

From To
Debt Service Fund:
GUSA 5 - 3 7,029
Enterprise Funds:
GUSA:
Sinking Fund 7,029 -
Total all funds 3 7,029 § 7,029

3. OTHER INFORMATION

A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; empioyee health benefits; unemployment; and natural disasters.
The City purchases commercial insurance to cover these and other risks. Setiled claims resutting from these
risks have not exceeded the commercial Insurance coverage in any of the past three fiscal years.

The City is a member of the Oklahoma Municipal Assurance Group Workers' Compensation Pian {the Plan},
an organization formed for the purpose of providing workers’ compensation coverage through the State
Insurance Fund to participating municipalities in the State of Oklahoma. In that capacity, the Plan is
responsible for providing loss control services and certain fiscal activities, including obtaining contract
arrangements for the underwriting, excess insurance agreements, claims processing, and legal defense for all
claims submitted to it during the plan year.

As a member of the Plan, the City is required to pay fees set by the Plan according to an established payment
schedule. A Loss Fund has been established from the proceeds of these fees for each participant in the Plan.
The State Insurance Fund provides coverage in excess of the Loss Fund so the City’s liability for claim loss is
limited to the balance of that fund.

In addition to the Loss Fund, the City maintains two additional funds with the Plan. The Rate Stabilization
Reserve {RSR), which can be applied against future premium increases and an Escrow Fund made up of
past refunds left on deposit with the Plan. Escrow funds earn interest and are readily available for use by the
governing board. In accordance with GASB No. 10, the City reports the required contribution to the pool, net

of refunds, as insurance expense. The balances in the RSR Fund and the Escrow Fund were $0 and 30,
respectively.
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June 30, 2010

3. OTHER INFORMATION (Continued)
B. Contingent Liabilities

The City is not aware of any pending or threatened legal actions against it. However, insurance protection
has been obtained to cover probabie claims.

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor agencies,
principally the federal government. Any disallowed claims, including amounts already collected, may
canstitute a liability of the applicable funds. The amount, if any, of expenditures which may be disallowed by
the grantor cannot be determined at thils time although the City expects such amounts, { any, to be
immaterial.

C. Employee Retirement Systermn and Plan

The City of Glenpool, as the employer, participates in two statewide cost-sharing multi-employer defined benefit
plans on behalf of the policemen and firefighters. The systems are funded by contributions from participants,
employers, insurance premium taxes and state appropriations, as necessary.

1. Oklahoma Police Pension and Retirement Fund

All City police department employees hired before age 45 are covered by a statewide cost sharing muiti-
employer defined benefit plan adepted under Oklahoma Statutes. This plan Is operated and administered
by the Oklahoma Police Pension and Retirement System {OFPPRS). Under this plan, police department
personnel contribute B.0% of base salary and the City contributes an additional 13.0%. The CPPRS
issue publicly available financial reports that include financial statements and required supplementary
information for the fund. These reports may be obtained by writing to the Oklahoma Police Pension and
Retirement System, 101 NW 63" Street, Suite 305, Oklahoma City, OK 73116-7335, or by calling 1-800-
347-6552.

The required contribution from the City for these plans was $108,273, $103,651 and %81,350 for 2010,
2009 and 2008. The required contribution was fully contributed. At June 30, 2010 the system held no
related-party investments of the City or of its related entlties.

2. Oklahoma Firefighter's Pension and Retirement Fund

All City fire department employees hired before age 45 are covered by a statewide cost sharing multi-
employer defined benefit plan adopted under Oklahoma Statutes. This plan is operated and administered
by the Oklahoma Firefighters Pension and Retirement System (OFPRS). Under this plan, fire department
personnel contribute 8.0% of base salary and the City contributies an additional 13.0%. The OFPRS
issue publicly available financial reports that include financial statements and required supplementary
information for the fund. These reports may be obtained by writing to the Oklahoma Firefighters Pension
and Retirement System, 4545 North Lincoln Blvd., Suite 265, Oklashoma City, CK 73105-3414, or by
calling 1-800-525-7461.

The required contribution from the City for these plans was $95,993, $88,058 and $71,795 for 2010, 2009
and 2008. The required contribution was fully contributed. At June 30, 2010 the system held no related-
party investments of the City or of its related entities.
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3. OTHER INFORMATION {Continued)
C. Employee Retirement System and Plans {(Continued)
3. Defined contribution plan

The City participates in a defined contribution plan with the Oklahoma Municipal Retirement Fund. The
defined contribution plan is available to all fuil-time employees not already participating in another plan. A
defined contribution plan’s benefits depend solely on amounts contributed to the plan, invesiment
earnings and forfeitures of other participants’ benefits that may be allocated to remaining participants’
accounts. Benefits vest at time of employment, with normal retirement at age 65 and early retirement at
age 55 with 10 years or more of service. Participants are required to contribute 2% of their covered
compensation and the City is required to contribute 5% of covered compensation. Participants are
permitted io make voluniary deductible coniributions to the plan. The City's annual pension cost of
$68,385, $36,449 and $40,351 for 2010, 2008 and 2008, was equal to the City's required and actual
contributions. The Clity is required to contribute 13% of covered compensation for the City Manager. The
City Manager is permitted to make voluntary deductibie contributions to the plan. The City's annual pension
cost of $31,354, $26,725 and §10,871 for 2010, 2009 and 2008, was equal to the City's required and
actual contributions.

OMRF jssues a publicly available financial report that includes flnancial statements and required
supplementary informaticn for the fund. That report may be obtained by writing to Oklahoma Municipal
Retirement System, 525 Central Park Drive, Cklahoma City, OK 73105, or by caliing 1-888-394-6673.

4. PRIOR PERIOD ADJUSTMENT

Accrued compensated absences are reflected in the government-wide financial statements but were also
reflected in the governmental funds in the prior years but should have only been reflected in the government-wide.
Therefore the accrued compensated absences have been removed the governmental funds in the current year.
The General Fund's beginning fund balance was adjusted in the amount of $147,553 from $1,368,832 to
$1,534,385.
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Revenues:
Charges for services
Cigaretie taxes
Interest
Franchise taxes
Hotel/motel taxes
Intergovernmental programs
Fines and forfeits
Rental receipts
Licenses and permits
Miscellaneous revenue
Property sales
Sales and use taxes
Special assessmenis
Total revenues

Expenditures:
Current:
General government
Public safety
Highways and roads
Cultural and recreational
Debt Service:
Principal
Interest expense
Capita! outlay
Total expenditures

Excess of revenue over
{under) expenditures

Other financing sources (uses):
Operating transfers in {out)

Net changes in fund balance
Fund balance at beginning of year

Fund balance at end of year

CITY OF GLENFOOL
REQUIRED SUPPLEMENTAL INFORMATION
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP BUDGETARY BASIS) AND ACTUAL
GOVERNMENTAL FUNDS,
Year Ended June 30, 2010

(Unaudited)
GENERAL FUND
Budgeted Amounts Variance with
Original Final Final Budget
Budget Budget Actual Over {Under)
42000 % 42,000 41,598 § {402)
60,000 60,000 , 72,453 12,453
1,600 1,500 2,376 876
335,000 335,000 422,415 87,415
58,000 58,000 44,362 {13,638)
97,100 97,100 165,143 68,043
240,000 240,000 675,020 435,020
20,000 20,000 18,169 {1,831)
79,150 79,150 81,128 1,979
52,000 52,000 128,054 77,054
- - 336,702 336,702
4,817,601 4,817,801 5,228,686 411,085
80,500 80,500 66,898 {13,602)
5,882,851 5,882,851 7,284,005 1,401,154
1,345,273 1,411,193 1,262,501 148,692
2,715,948 2,714,309 2,717,045 (2,736)
514,281 450,000 393,452 56,548
198,000 186,000 195,994 6
14,000 14,000 13,285 715
2,976,859 2,076,858 1,077,379 1,889,480
7,762,361 7,762,361 5,658,656 2,102,705
(1,879,510) (1,879,510) 1,624,349 3,503,859
1,879,510 1,879,510 {1,550,254) {3,429,764)
- - 74,095 74,0095
1,534,385 1,534,385 1,534,385 -
1,534,385 § 1,534,385 § 1,608,480 § 74,095
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NOTES TO REQUIRED SUPPLEMENTAL INFORMATION
Year Ended June 30, 2010
{(Unaudited)

BUDGETARY INFORMATION

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the United States of
America (GAAP) for all governmental funds. The enterprise funds and internal service fund adopt budgets on the non-
GAAP basis wherein service fees, bond and note proceeds are recognized as revenue, principal payments on debt
and capital expenditures are recognized as expenses, and depraciation expense is not budgeted. Annual appropriated
budgets are not adopted for the agency funds. Budgetary data for enterprise funds, internal service, and permanerit
funds are not presented in these financial statements.

Prior to July 1, the City Manager {not an elected cificial} submits a proposed operating budget far the fiscal year
commencing July 1, to the Commissioners (elected officials). Public hearings are held at regular or special meetings
to obtain taxpayer input. Pricr to July 1, the budget is legally enacted through passage of a budget resolution. The
operating budget, for all budgeted funds, includes proposed expenditures and the means of financing. Each fund's
appropriated budget is prepared on a detalled line ftem basis. Revenues are budgeted by source. Expenditures are
budgeted by depariment and class as follows: personal services, maintenance and operations, capital outlay, transfers,
and debt service. This constitutes the legal leve] of control. Expenditures may not exceed appropriations at this level.
A more detailed budget is used for operating purposes. All budget revisions at the legal level are subject to final
approval by the City Council. Within these control ievels, management may transfer appropriations without council
approval. Revisions to the budget were made during the year in accordance with the provisions of the Oklahoma
Statutes. All annual appropriations lapse at year-end.

The City uses encumbrance accounting. Encumbrances are recorded when purchase orders are issued but generally
are not considered expenditures until liabilities for payments are incurred. At year-end, open purchase orders are
reviewed and payments are made on those where the receipt of goods and services is eminent. The remaining
purchase orders (and encumbrances) are cancelled and reissued during the following year. There are no outstanding
encumbrances at year-end.
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CITY OF GLENPOOL
Glenpool, Oklahoma

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2010

Federa! Program
Federal Grantor/Pass-Through CFDA or Award Revenue Federal
Grantor/Program Title Number Amount Collected Expenditures
U.S. Department of Housing and Urban Bevelopment:
Passed through Tulsa County:
CDBG Urban County Funds 14.021 69,778 69,778 69,778
Total of Expenditures of Federal Awards $ 69,778 & 69,778 B 698,778

Note A - This schedule was prepared on an accrual (GAAP) basis of accounting consistent with the preparation of the basic financi:
statements.
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: REPORT ON INTERNAL:-CONTROL OVER FINANCIAL REPORTING AND O
COMPLIANCE ‘AND OTHER MATTERS BASED: ON AN ‘AUDIT OF. FINANCIAL
STATENIENTS PERFORMED IN ACCGRDAI\ICE WITH
"GOVERNMENT AUDITING ST, NDARDS

November 29, 2010

Honorable Board "ty"'.Com-ni'ies"iope_rs :
City:of: Glenpool 3

We have udited the accompanying financial statements of the governrnental_ 0\ S5 type ac [V[ILIES each a
major fund, and the, aggregate remaining furid Information of the City of Glenpool; Oklahoma' (City) as of and for the -
year-ended June: 30,2010, which collectively comprise the Clty's basicfinancial statements and have sstied our report -
thereon dated November 29, 2010.. We conducted ourauditin accordance with auditing standards generally accepted
In the: ‘United: States- of America- and standards. apphcable'to financlal ‘audits “contained in’ Government Auditing -
" tandards ssued by the:'CornptroIIer General .of the United States: “The City did not preeent the Management‘
;D!scussmn and Analysls quired by the Governmental'Accountmg ‘Standart , : '

. nternal Control over Financial Reportlrlq

ln'plannlng and performlng our audit WB onsidered the Clty s trol over financial reporting as a _basis for,
i‘deeignlng our audlt procedures for. the purpose of expressmg our opln[on on the basic financial statements, but not for.
‘the purpose of- expressing:an- oplmon ‘on-the effectiveness: of the ‘City's internal ‘control over ﬁnancial reportlng :
ccordlngly 'we do not express an oprn!on on the eﬁectiveness of the City's. mternal control over t“ nancla! repo ing. ..

A deﬁcrency _ jntema! control exrsts when’ the de5|gn or: operatlon ‘ofa ontro! does not aIIow management or{
“employees,’ in: the ‘normal  course: of- perform:ng their: asstgned functlone 1o prevent or ‘detect-and:'correct
'_mlsstaternents an a; mely basis. A materral weakness is a defi olency, or.a-combmatlon of défi caenoles in: mternal

“gontrol such that there is'a reasonable posmblllty thata matenaI mlsstatem t of the entity's financial staterents will
not be prevented or detected and corrected on a tlmely baSIS';.'

ur con51derat|on of lnte naI control o\Jer t” nancral reportlng was forthe Iimlted‘ purpose_descrlbed'ln the t" rst paragraph_
f this section and was riot deergned to identify all deficlencies in internal control over financial reporting that might be:
eficiencies,. srgnrf“ icant deficiencies, or materlai weaknesses ‘Wedid ot identify any deficiencies In internal control- B

S oirerﬂnanclal reporting that we. conslder tobe materlal weaknesses as defined above. . However we |dent|ﬁed gertain

B fdeﬂcrencles in internal cantrol .over fi nancial: reportlng, described in-the’ accompanylng ‘schedule. of fi ndlngs and_'
‘- questioned coste thatwe consnder tobe stgnlt“ icant deficiencies ininternal cantrol over fi nancial reporting. The fi ndIng
“rgference numbers are 10= q and 1052, A signific cant defi ciency ‘s a deﬂciency, or.a.com bination of, def iciencies, in:
;;Internal_:control thet is Iess severe than a materi weakness yet |mportant enough to merlt attentron by those oherged‘ E

- : ,Mcmbm oi Amt.m,.m imtuule and Ol\luhoma Socl_cty of C‘PA 5 und Inpdu Bﬁencus‘ an lntemuuondl Nt,twork of mdependent nccounun nm
. A ‘ : Servmg Our Clienis Since 1960 g




Cltyof Glenpool P
lfNovember 29?_ 201 0

' .}'Compliance and Other Matlers

.;-As part of obtatnlng reasonable assurance about. whether the City's iﬂnanCial staternents are free'of‘materlal

o mlsstatement we perforrned tests'of its: compllance with. certain provisions.of. laws, regulatrons contracts and grant. -

_agreements noncompllance with which- could have a. “direct and material ef'fect on ‘the determrnatlon of I nanclal -

8 statement amounts.” However, providlng an optnron on: compliance with those provrstons was-notan objecttve of oudr’ :

“audit and, accordingly, we do.not’ EXpPress, 'such ‘an opinion.: The tesults: of our. tests disclosed no mstanoes of_-._ﬁ
- noncornphanoe or: othe r matters t_hat are required to be reported under GovernmentAudrtmg Standards o

We also noted oertam addltronal matters that we have reported to management of the Clty ln a separate !etter datedf..-
November 29 2010 R . : SE Y g

The City's: response to the fi ndings ldentified ‘In our au rt‘?ls desonbed in the accompanylng sohedu|e ef ﬂ_ndmgs a‘nd b
responses We did not audrt the C|ty s response and aooordingly, we xpress no oplnion on -

Thls report is rnt nded solely for the mforrnatlon and‘use of rnanagement aII applloab!e federa! and state agencres
and those other Governments from which federal financial ass1stanoe was -recelved ands not |ntended to be and ;:
ishould not be used by anyone other than these speclfled parties' _ :

ZCBEW Professtonal GI’DUp' LLP Soinn
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CITY OF GLENFPOOL
Glenpool, Oklahoma

SCHEDULE OF FINDINGS AND RESPONSES
Year Ended June 30, 2010

internal Control — Financial Statements

Criteria: The government's management is responsible for internal contrels over financial reporting. This
includes controls over the fair and complete presentation of the government's annual financlal statements in
accordance with GAAP. The preparation of financial statements in accordance with GAAP requires internal
controls over both (1) recording, processing and summarizing accounting data {i.e., maintaining internal books
and records), and (2) reporting government-wide and fund financial statements, including the related footnotes
(i.e., external financial reporting). Professional audit standards clearly indicate that the external financial
statement auditor cannot perform any part of management's control activities or be a component of the internal
controls over financlal reporting.

Condition: As is the case with many mediumn-sized entities, the government has historically relied extensivelyon
its independent external auditors to provide the needed expertise to assist in the preparation of the financial
statements and footnotes as part of its conirols over the external financial reporting process, Accordingly the
government's abilily to prepare financial statements in accordance with generally accepted accounting principles
(GAAP) is based, in part, on its external auditors, who cannot by definition be considered a part of the
government's infernal controls. This finding was also noted in 2009,

Cause: The government still relies on outside assistance from the external auditors to assist in meeting its
responsibilities relative to preparing its GAAP financial statements.

Effect or Potential Effect: As a result of this condition, without reliance on its external auditors, the government
lacks the necessary internal controls over the preparation of financial statements in accordance with GAAP.
This condition also places the auditor in a questionable position regarding auditor independence as a result of
potentially performing part of management's functions.

Recommendation: We recommend that the government consider designing and implementing sufficient internal
controls over financial reporting by preparing its financial statements in accordance with generally accepted
accounting principles without reliance on the external financial statement auditor.

Responsible Official's Response: The government concurs with the recommendation, and will implement a
service provided by Incode to present the financial statements and related note disclosures.

Internal Control — Material Adjusting Journal Entries

Criteria: The government's management is responsible for internal controls over accounting and financial
reporting. This responsibility includes the design and implementation of controls over the fair and complete
presentation of the government's annual financial statements in accordance with generally accepied accounting
principles (GAAP) from trial balances derived from the government's accounting records. For trial balances to
be both complete and accurate, the government must have effective internal controls over recording,
processing, summarizing, and adjusting accouniing data. As evidence of effective internal controls over
accounting and financial reporting, there should generally be few, if any, material adjustments to the trial
balances required that are detected and corrected solely as a result of the financial statement audit. In other
words, government management should not rely on the external auditor to detect and correct material
misstatements in the books and records as part of its internal controls, but rather should have it own procedures
designed and in place that are independent of the external auditor to provide reasonable, although not absolute,
assurance that material misstatements will be detected and corrected in its trial balances prior to audit.
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Cendition: The government's trial batances for the year ended June 30, 2010, required a number of material
adjusting journal entries in order for the financial statements to be prepared in accordance with GAAP. These
necessary adjusting entries, identified solely as a result of the financial statement audit, included such
adjustments as the following: accrued receivables, notes receivable, accrued interest, interest expenses,
amortization of bond issue costs and discounts, balancing note payables, purchased assets, transfers and
accounts payable. This finding was also noted in 2008.

Cause: The government's accounting and financial reperting staff lacks the necessary expertise relative ta the
complex nature of applying GAAP applicable to state and local governments, sufficient to provide reasonable
assurance that the trial balances used for preparing the GAAP financial statements are complete and accurate
prior to audit. As a result, management has had to rely on the external auditors to identify and correct a number
of material misstatements in the trial balances.

Effect or Potential Effect: As a result of this condition, without reliance on its external auditors, the government
lacks the necessary internal controls over the completeness and accuracy of the trial balances that are used in
the preparation of its financial statements in accordance with GAAP, This condition can result in undetected and
uncorrected material misstatements in the financial statements that are not detected by management and may
also not be detected by the financial statement audit, In addition, if management's intentions are to continue to
rely on the external auditor to detect and correct material misstatements, this condition could piace the auditor in
a guestionable pasition regarding auditor independence as a result of the auditor performing part of
management's funclions in regards to the trial balances.

Recommendation: The government should consider designing and implementing sufficient internal controls over
the completeness and accuracy of trial balances by obtaining the necessary expertise to apply GAAP in the
development of working trial balances that will be used to prepare the government's annual financial statements.
This could be achieved through employment of qualified accounting staff or the outsourcing of these control
activities to a qualified accounting firm other than the external auditor.

Responsible Official’s Response: The City concurs with the recommendation, and will strive to prepare and post
material adjusting journal entries.
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