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Fiscal Year Ended June 30, 2014

STILLWATER UTILITIES AUTHORITY
A Component Unit of the City of Stillwater, Oklahoma
Management’s Discussion and Analysis

The following discussion and analysis of the Stillwater Utilities Authority (the “Authority”) provides our readers an 
overview of the Authority’s financial activities for the year ended June 30, 2014 in comparison with the prior year 
financial results. Please consider the information presented here in conjunction with the financial statements, which 
begin on page 7.

Using the Financial Statements in the Annual Report

The basic financial statements presented in this report consist of the Statements of Net Position, the Statements 
of Revenues, Expenses and Changes in Net Position, the Statements of Cash Flows, and the Notes to Financial 
Statements.

The Statements of Net Position include all assets and liabilities of the Authority using the accrual basis of accounting, 
which is similar to the accounting used by most private-sector companies. The Statements of Revenues, Expenses 
and Changes in Net Position report all of the Authority’s revenues and expenses for the period regardless of when 
cash is received or paid. Together, the two statements report the Authority’s net position and the changes from the 
prior year. Net position is the difference between assets and liabilities and is one way to measure the Authority’s 
financial condition or position. Over time, increases or decreases in the Authority’s net position are indicators of the 
financial health of the Authority.

The Statements of Cash Flows report the cash provided and used by operating, investing, and financing activities of 
the Authority during the reporting period.

The Notes to Financial Statements provide additional explanation and details about the financial information 
reported in the financial statements

Financial Analysis

Net Position
A comparative overview of the major components of the Statements of Net Position as of June 30 is shown below.

(in millions)	 2014	 2013	 2012
Current Assets	  $78.7 	  $64.2 	  $55.9 

Noncurrent assets	  108.6 	  108.8 	  105.2 

Total assets	  187.3 	  173.0 	  161.1 
		
	

Current liabilities	  10.3 	  10.8 	  11.3 

Noncurrent liabilities	  24.5 	  27.0 	  27.8 

Total liabilities	  34.8 	  37.8 	  39.1 

			 

Net position - 			 

Net investment in capital assets	  86.0 	  85.0 	  81.1 

Restricted for debt service	  0.3 	  0.2 	  1.4 

Restricted for capital projects 	  0.6 	  0.6 	  0.7 

Unrestricted	  65.6 	  49.4 	  38.8 

Total net position	  $152.5 	  $135.2 	  $122.0
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Fiscal Year Ended June 30, 2014

At the end of the current and previous fiscal years, the Authority is able to report positive balances in each of its net 
position classifications.

The largest portion of the Authority’s net position (56.4% in 2014 and 62.8% in 2013) reflects its investment in capital 
assets (e.g. land, buildings, improvements other than buildings, machinery and equipment, and infrastructure), plus 
unspent bond proceeds, less any related debt used to acquire those assets that is still outstanding. The Authority 
uses these capital assets to provide services to citizens; therefore, these assets are not available for future spending. 
Although the Authority’s investment in capital assets is reported net of related debt, it should be noted that the 
resources needed to repay debt must be provided from other sources, since capital assets themselves cannot be used 
to liquidate these liabilities.

An additional portion of the Authority’s net position (0.6% in 2014 and 0.5% in 2013) represents resources that 
are subject to restrictions as to how they may be used. The remaining balance (43.0% in 2014 and 36.7% in 2013) 
is unrestricted. 

The increase in current assets of $14.5 million or 22.6% and $8.3 million or 14.9% in 2014 and 2013, respectively, 
is in large part due to the increase in internally designated cash and cash equivalents set aside by the Authority’s 
Trustees in anticipation of future potential operating cost increases and/or future substantial capital expenditure 
requirements. Internally designated assets are categorized as unrestricted net position in the Statements of Net 
Position and account for the increases of 32.8% in 2014 and 27.3% in 2013.   

Changes in Net Position

For the year ended June 30, 2014 and 2013, the Authority’s net position increased by $17.2 million or 12.7% and 
$13.2 million or 10.8%, respectively. Detail of the increase in net position is presented below in a comparative 
overview of the major components of the Statement of Revenues, Expenses and Changes in Net Position for each 
of the years ended June 30:

(in millions)	 2014	 2013	 2012
Operating revenues	  $72.9 	  $65.5 	  $65.5

Operating expenses	  52.8 	  49.9 	  52.0

Operating income	  20.1 	  15.6 	  13.5

 

Nonoperating revenues (expenses)	  (3.0)	  (3.9)	  (8.6)

 
Net income before contributions	  17.1 	  11.7 	  4.9

 
Capital contributions	  0.1 	 1.5 	  1.7

 
Increase in net position	  $17.2 	  $13.2 	  $6.6

In 2014, operating expenses increased by $2.9 million due to the rise in purchased power costs. The rise in purchased 
power costs was a result of  greater customer demand and billing under the new Power Purchase and Sale Agreement 
with the Grand River Dam Authority dated September 1, 2013. Also, as part of the new Power Purchase and Sale 
Agreement as well as a Capacity Purchase Agreement with the Grand River Dam Authority, the Authority began 
receiving capacity payments and energy payments which account for $1.9 million of the $7.4 million increase 
in operating revenues. The remaining $5.5 million increase in operating revenues is a result of increases in the 
consumption billed to electric customers as well as increases in the rates of the electric, water, and wastewater 
utilities. There were no donations of capital assets by developers during 2014 causing the decrease of $1.4 million 
in capital contributions. 
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Fiscal Year Ended June 30, 2014

In 2013, operating expenses decreased $2.1 million due to overall decreases in operation and maintenance costs 
across all utility services as well as a decrease in purchased power as a result of less customer demand. All debt 
proceeds of the 2010 Revenue Note had been transferred to the City of Stillwater in previous fiscal years resulting in 
the decrease of nonoperating transfers out by $4.2 million in 2013.  

Capital Assets And Debt Administration

The following is a summary of changes in capital assets and debt administration for the years ended June 30, 
2014 and 2013. More detailed information on capital asset activity and long-term debt activity is contained in the 
accompanying notes to the financial statements on pages 16–22.

Capital Assets

At June 30, 2014 and 2013, the Authority had $107.4 million and $107.7 million, respectively, invested in capital 
assets including water and sewer lines, electric systems, and equipment. 

Capital Assets, Net of Accumulated Depreciation

(in millions)	 2014	 2013	 2012
Land	 $1.0	  $1.0 	  $0.7 

Intangible assets	 1.5	  1.5 	  1.5 

Water plant	 42.3	 43.5 	  38.2 

Electric plant	 26.6	 27.6 	  27.1 

Wastewater plant	 28.5	 29.9 	  30.4 

Construction work in progress	 6.2	 2.7 	  4.9 

General plant	 1.3	 1.5 	  1.4 

Totals	  $107.4	 $107.7 	  $104.2 

Debt Administration

At June 30, 2014 and 2013, the Authority had $26.1 million and $29.0 million, respectively, in bonds, notes, and 
long-term leases outstanding. The 2014 decrease of $2.9 million or 10.0% and the 2013 decrease of $2.1 million 
or 6.8% is the net effect of the addition of new long-term debt coupled with the extinguishment of existing debt 
through scheduled debt service payments.

Outstanding Debt, at fiscal year end 

(in millions)	 2014	 2013	 2012
2005 revenue bonds	  $0.0	  $0.0	  $1.6 

2007 revenue note	  2.0 	  2.8 	  3.5 

2010 revenue note	  2.6 	  3.6 	  4.6 

2002 A&B notes–water treatment plant	  1.3 	  1.5 	  1.6 

2002 C note–wastewater treatment plant	  2.1 	  2.3 	  2.6 

2005 OWRB fixed rate note 	  4.8 	  5.1 	  5.5 

2009 OWRB DWSRF note	  9.0 	  8.5 	  7.4 

2009 OWRB CWSRF note	  1.0 	  1.1 	  1.1 

USACE note	  0.9 	  0.9 	  0.9 

Long-term equipment leases	  2.4 	  3.2 	  2.3 

Totals	  $26.1 	  $29.0 	  $31.1 
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Fiscal Year Ended June 30, 2014

Economic Factors And Next Year’s Estimates And Rates

Budgeting for the Authority is done in conjunction with budgeting for the City of Stillwater as a whole. Trends in 
rising operational costs led to the adoption of a resolution in June 2007 providing for annual rate increases for the 
electric utility effective January 1 of each year equal to 3% or the most recent annual consumer price index for the 
south urban region as determined by the U.S. Bureau of Labor Statistics, whichever is less. Effective January 1, 2014, 
electric service rates were increased by 1.6%. A cost of service study was completed in the spring of 2014 for solid 
waste collection and street sweeping services. As a result, no rate adjustments for these services were recommended.  

In an effort to maintain the aging infrastructure of the water and wastewater utilities, the phasing in of new rate 
structures began in Fiscal Year 2010 and Fiscal Year 2011, respectively. Additional phases of the new water and 
wastewater rate structures continued in Fiscal Year 2014. Continued implementation of the new rate structure was 
suspended in Fiscal Year 2015 while an updated cost of service and rate design study is completed. Per resolution, 
absent any of other action by the Trustees to increase water and/or wastewater rates, rates shall be adjusted to reflect 
an increase of 3% or the annual consumer price index for the south urban region for the immediate past calendar 
year as determined by the U.S. Bureau of Labor Statistics, whichever is less. The Fiscal Year 2015 budget includes a 
1.6% water and wastewater rate increase effective July 1, 2014.

On August 12, 2014, the Authority issued Utility System and Sales Tax Revenue Bonds at the par amount of 
$61.8 million. The proceeds of the bonds will be used for the purpose of designing and constructing a 56 MW 
reciprocating engine power plant and associated 69 kV to 12.47 kV electrical substation. The indebtedness will be 
primarily funded by the proceeds of capacity and energy purchase payments received by the Authority pursuant to 
the terms of a Power Purchase and Sale Agreement and a Capacity Purchase Agreement dated September 1, 2013 
between the Authority and the Grand River Dam Authority.

Contacting The Stillwater Utilities Authority Management

This financial report is designed to provide our citizens, customers, taxpayers, bondholders, and creditors with 
a general overview of the Authority’s finances and to show accountability for the money it receives. Financial 
information for the Authority is also presented in the Comprehensive Annual Financial Report of the primary 
government, the City of Stillwater, Oklahoma. If you have questions about this report or need additional financial 
information, contact the Finance Department of the City of Stillwater, 723 S. Lewis St., P.O. Box 1449, Stillwater, 
Oklahoma  74076.
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Fiscal Year Ended June 30, 2014

STILLWATER UTILITIES AUTHORITY
A Component Unit of the City of Stillwater, Oklahoma
Statements of Net Position  
As of June 30, 2014 and 2013

ASSETS	 2014	 2013
Current assets:		
	 Cash and cash equivalents	  $52,613,408 	  $40,039,283 
	 Restricted cash and cash equivalents	  1,476,429 	  1,351,970 
	 Investments	  8,969,691 	  8,948,010 
	 Accounts receivable, net of allowance for uncollectible 	  10,386,913 	  8,945,192 
	    accounts of $243,382 in 2014 and $305,718 in 2013	
	 Due from City of Stillwater	  161,828 	 0 
	 Interest receivable	  38,684 	  37,882 
	 Inventories	  5,062,750 	  4,879,686 
	   Total current assets	  78,709,703 	  64,202,023 
			 
Noncurrent assets:		
	 Restricted cash and cash equivalents	  1,197,611 	  1,109,952 
	 Capital assets: non depreciable		
	   Land	  1,021,969 	  1,021,969 
	   Intangible assets	  1,530,403 	  1,530,403 
	   Construction work in progress	  6,179,523 	  2,714,309 
	 Capital assets: depreciable		
	   Water plant	  90,267,200 	  88,805,316 
	   Electric plant	  80,747,479 	  79,515,345 
	   Sewer plant	  51,737,135 	  51,676,353 
	   General plant assets	  3,509,598 	  3,344,767 
	   Less-accumulated depreciation	  (127,557,108)	  (120,899,210)
	     Total noncurrent assets	  108,633,810 	  108,819,204 
	       Total assets	  187,343,513 	  173,021,227 
		
LIABILITIES		
Current liabilities:		
	 Accounts payable	  4,500,410 	  4,808,934 
	 Accrued liabilities	  499,419 	  441,337 
	 Current portion of compensated absences	  64,660 	  108,075 
	 Due to City of Stillwater	  0 	  17,584 
	 Accrued interest payable	  193,821 	  186,546 
	 Current portion of customer deposits payable	  1,047,077 	  1,090,840 
	 Current portion of long-term debt obligations, net	  3,999,427 	  4,142,708 
	     Total current liabilities	  10,304,814 	  10,796,024 
			 
Noncurrent liabilities:		
	 Noncurrent portion of compensated absences	  720,724 	  641,255 
	 Noncurrent portion of customer deposits payable	  572,155 	  540,360 
	 Noncurrent portion of long-term debt obligations, net	  22,135,635 	  24,870,018 
	 Other postemployment benefits	  1,087,111 	  898,811 
	   Total noncurrent liabilities	  24,515,625 	  26,950,444 
	     Total liabilities	  34,820,439 	  37,746,468 
			 
NET POSITION		
Net investment in capital assets	  85,946,137 	  85,081,528 
Restricted for debt service	  344,724 	  159,714 
Restricted for capital projects	  637,596 	  601,298 
Unrestricted	  65,594,617 	  49,432,219 
Total net position	  $152,523,074 	  $135,274,759

The accompanying notes are an integral part of this statement.
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Fiscal Year Ended June 30, 2014

STILLWATER UTILITIES AUTHORITY
A Component Unit of the City of Stillwater, Oklahoma
Statements of Revenues, Expenses and Changes in Net Position 
For the Years Ended June 30, 2014 and 2013

	 	 2014	 2013

Operating revenues:		

	 Charges for services, net of bad debt expense	 $68,719,373 	  $63,045,527 

	 Other	  4,208,063 	  2,486,167 

	   Total operating revenues	  72,927,436 	  65,531,694 

			 

Operating expenses:		

	 Operations and maintenance	  45,766,076 	  43,177,613 

	 Depreciation 	  7,057,762 	  6,782,684 

	   Total operating expenses	  52,823,838 	  49,960,297 

	     Operating income	  20,103,598 	  15,571,397 

 

Nonoperating revenues (expenses):		

	 Investment income (loss)	  176,267 	  (170,299)

	 Miscellaneous	  584,669 	  420,681 

	 Interest expense and fiscal charges	  (800,759)	  (681,099)

	 Transfer from City of Stillwater	  10,663,456 	  9,383,504 

	 Transfer to City of Stillwater	  (13,595,975)	  (12,848,933)

	   Total nonoperating revenues (expenses)	  (2,972,342)	  (3,896,146)

	     Income before contributions	  17,131,256 	  11,675,251 

Capital contributions	  117,059 	  1,539,770 

	 Change in net position	  17,248,315 	  13,215,021 

Total net position, beginning of year, as previously stated	  0	  122,318,441 

Prior period adjustment	  0	  (258,703)

Total net position, beginning of year, as restated	  135,274,759 	  122,059,738 

Total net position, end of year	  $152,523,074 	  $135,274,759 

The accompanying notes are an integral part of this statement.Ref
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Fiscal Year Ended June 30, 2014

STILLWATER UTILITIES AUTHORITY
A Component Unit of the City of Stillwater, Oklahoma
Statements of Cash Flows  
For the Years Ended June 30, 2014 and 2013

 	 	 2014	 2013
CASH FLOWS FROM OPERATING ACTIVITIES		
	 Receipts from customers, including deposits 	 $67,265,684 	  $64,815,040 
	 Payments to suppliers	 (33,738,253)	  (31,264,504)
	 Payments to employees	 (11,058,607)	  (10,019,921)
	 Payments to City of Stillwater for administrative costs	 (1,178,370)	  (1,304,690)
	 Other receipts	 4,208,063 	  2,486,167 
	   Net cash provided by operating activities	 25,498,517 	  24,712,092 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
	 Transfers from City of Stillwater	 8,370,765 	  7,506,803 
	 Operating subsidies and transfers to City of Stillwater 	 (13,222,144)	  (12,509,738)
	   Net cash used in noncapital financing activities	 (4,851,379)	  (5,002,935)
				  
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES			 
	 Proceeds from capital debt	 848,439 	  1,393,127 
	 Proceeds from sale of capital assets 	  66,593 	  18,297 
	 Transfers from City of Stillwater related to capital financing	  2,292,691 	  1,876,701 
	 Purchases of capital assets	  (6,277,098)	  (6,725,934)
	 Principal paid on capital debt	 (4,051,018)	  (5,262,848)
	 Interest paid on capital debt 	  (793,484)	  (850,218)
	   Net cash used in capital and related financing activities	  (7,913,877)	  (9,550,875)
				  
CASH FLOWS FROM INVESTING ACTIVITIES	
	 Purchases of investments	 (8,111,264)	  (15,357,013)
	 Proceeds from maturities of investments	 8,111,264 	  16,367,896 
	 Interest received	 52,982 	  120,752 
	   Net cash provided by investing activities	 52,982 	  1,131,635 
				  
Net increase in cash and cash equivalents 	 12,786,243 	  11,289,917 
Cash and cash equivalents, beginning of year	  42,501,205 	  31,211,288 
Cash and cash equivalents, end of year 	  $55,287,448 	  $42,501,205 
			 
RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY OPERATING ACTIVITIES	
	 Operating income	 $20,103,598 	  $15,571,397 
	 Adjustments to reconcile operating income to net cash provided 
	  by operating activities:
	   Depreciation	 7,057,762 	 6,782,684 
	   Changes in assets and liabilities:		  	
	     Receivables, net	  (1,441,721)	  1,325,079 
	     Inventories	  (183,064)	  281,423 
	     Accounts and other payables	  (320,492)	  545,241 
	     Accrued liabilities	  94,134 	  37,022 
	     Other postemployment benefits	  188,300 	  169,246 
	 Net cash provided by operating activities	  $25,498,517 	  $24,712,092 
				  
NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES		
	 Capital assets contributed to the Authority	  117,059 	  1,507,380 
	 Inventory contributed to the Authority	 0	  32,390 
	 Borrowings under capital lease	  324,915 	  1,790,669 
	 Loss on defeasance and premium amortization	 0 	  (20,607)
	 Change in fair value of investments	  6,655 	  (330,435)
	

The accompanying notes are an integral part of this statement.
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Fiscal Year Ended June 30, 2014

STILLWATER UTILITIES AUTHORITY
A Component Unit of the City of Stillwater, Oklahoma
Notes to Financial Statements
As of and for the Years Ended June 30, 2014 and 2013

	1.	 Nature Of Operations And Summary Of Significant Accounting Policies

General Statement

The financial statements of the Stillwater Utilities Authority (the “Authority”) are prepared in accordance with 
accounting principles generally accepted in the United States of America as applied to governmental units. The 
Governmental Accounting Standards Board (GASB) is the standard setting body for governmental accounting 
and financial reporting. The more significant accounting policies of the Authority are described below. 

Nature of Operations and Reporting Entity

The Authority is a public trust operating under a Trust Indenture dated April 1, 1979, which was created by an 
ordinance of the City of Stillwater, Oklahoma (the “City”), and amended by an Amendment to Trust Indenture 
dated November 1, 1980, and further amended by a Second Amendment to Trust Indenture dated March 24, 
2014. The City is the beneficiary of the trust. The Authority was created to operate and maintain a utilities 
system that provides electric, water, and wastewater services to residents, businesses, and industries located 
in the Stillwater area. Operations of the Authority commenced July 1, 1979. The City’s five Councilors who 
serve as Trustees govern the Authority. The Authority is a component unit of the City’s reporting entity and is 
reported as an enterprise fund in the City’s Comprehensive Annual Financial Report.

The Trust Indenture that established the Authority provides for transfers of surplus funds to the City at the sole 
discretion of the Trustees. Proceeds from the one cent sales tax (see Note 9) are not included in any such transfer 
since they are entirely exhausted on the Authority’s monthly operations, maintenance, and bond payments.

The Trust Indenture limits the amount of bonds or notes that the Authority may issue in any fiscal year to 
40% of its gross revenues (as defined) recorded in the preceding year. The Trust Indenture also does not allow 
for Trustee authorization of bonds or notes in any amount if a utility rate increase is necessary to fund such 
bonds or notes at the time of issuance. Per the Trust Indenture, the debt limitations can be exceeded only upon 
approval by a majority of the City’s qualified voters, voting on such question. However, no election is required 
for the issuance of:

a.	 Indebtedness incurred to refund all or part of the Authority’s outstanding indebtedness.

b.	 Project completion bonds or notes authorized to be issued pursuant to the provisions of any indenture or 
other instrument securing the initial indebtedness to fund such project.

c.	 Indebtedness incurred which is necessary to ensure the timely payment of outstanding Authority 
indebtedness and to operate in accordance with good utility practice as may be required by any indenture 
or other instrument securing any indebtedness of the Authority.

d.	 Indebtedness to be primarily funded by the proceeds of a contract, agreement, or other collateral source 
that was not at the time of the issuance of such debt an existing revenue source of the Authority.
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Fiscal Year Ended June 30, 2014

Basis of Accounting 

The financial statements of the Authority are prepared on the accrual basis of accounting using the economic 
resources measurement focus. Under the accrual basis of accounting, revenues are recognized when earned and 
expenses are recognized at the time the liability is incurred.  

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits, highly liquid investments, and time deposits 
with original maturities of ninety days or less.

Investments

Investments with an original maturity of one year or less are recorded at amortized cost. Long term investments 
are recorded at fair value in accordance with GASB Statement No. 31, “Accounting and Reporting for Certain 
Investments and for External Investment Pools”.

Assets Internally Designated

Assets internally designated consist of cash and cash equivalents set aside by the Board of Trustees in anticipation 
of future potential operating cost increases and/or future substantial capital expenditure requirements and at 
the Board’s discretion may subsequently be used for other purposes. As of June 30, 2014 and 2013, cash and 
cash equivalents in the amount of $38,729,991 and $28,141,439, respectively, have been internally designated 
by the Authority for this purpose.  

Restricted Assets

Certain assets of the Authority are classified as restricted assets since their use is restricted by applicable bond 
indentures and agreements. 

Accounts Receivable

Substantially all accounts receivable relate to electric, water, wastewater, and solid waste services provided to 
residents, businesses, and industries located in the Stillwater area. Unbilled, but earned, revenues are accrued as 
accounts receivable and recognized as revenue at year end.

Inventories

Inventories of materials and supplies are valued at the lower of average cost or market.

Capital Assets

The cost of utility plant includes direct material, direct labor, and indirect costs such as engineering fees. Assets 
are recorded at historical cost except for donated assets which are recorded at fair value at the time of donation. 
The cost of routine maintenance and repairs to property is expensed. For depreciation purposes, assets are 
depreciated over their estimated useful lives (ranging from 3 to 50 years) using the straight-line method. Gains 
and losses are included in operations in the period the asset is retired or removed from service.

Capitalized Interest

The Authority capitalizes net interest costs during the construction period on funds borrowed to finance the 
construction of significant capital projects. Total interest incurred by the Authority during the years ended 
June 30, 2014 and 2013 was $800,759 and $812,676 respectively. Of these amounts, no interest was capitalized 
during 2014 and $131,577 was capitalized during 2013 on construction in progress. 

Ref
er

en
ce

 C
op

y



12   |  SUA Financial Statements and Reports

Fiscal Year Ended June 30, 2014

Unamortized Debt Discount and Premium

Debt discount and premium are amortized using the straight-line method, which approximates the effective 
interest method, over the life of the applicable debt. Amortized debt discount and premium are reported as a 
component of interest expense.

Unamortized Loss Due to Bond Refunding

A non-cash gain or loss resulting from the refunding of bonds is amortized using the straight-line method over 
the original life of the defeased bonds. Loss on defeasance is reported as a component of interest expense.

Operating and Nonoperating Revenues

Operating revenues are those that result from providing services to customers. All revenues not meeting this 
definition are reported as nonoperating revenues.

Transfers

Permanent transfers of assets between the Authority and the City are recorded as nonoperating revenues and 
expenses.

Compensated Absences

Full-time employees of the Authority accumulate vacation and sick leave benefits each pay period at various 
rates depending upon tenure with the Authority. Employees may accumulate and carry over to subsequent 
years up to 25 days of vacation. Upon termination, employees are paid for unused vacation. Employees may 
accrue up to a maximum of 1,000 hours of sick leave. An employee with five or more years of service who retires 
or resigns receives 10% of the accumulated unused sick leave to be computed at the rate of pay being received by 
the employee at retirement or resignation date. Employees with ten to thirty years of service receive a percentage 
payment of their unused sick leave ranging from 12.5% to 35%. The liability for these compensated absences 
is recorded as noncurrent liabilities. The current portion of this liability is estimated based on historical trends 
using the amounts that would be payable if termination occurred at the end of the fiscal year.

Other Postemployment Benefits (OPEB)

Other postemployment benefits are part of an exchange of salaries and benefits for employee services rendered. 
Of the total benefits offered by employers to attract and retain qualified employees, some benefits, including 
salaries and active employee health care, are taken while the employees are in active service, whereas other 
benefits, including postemployment health care and other OPEB, are taken after the employees’ services have 
ended. Nevertheless, both types of benefits constitute compensation for employee services. In accordance with 
GASB Statement No. 45, “Accounting and Financial Reporting by Employers for Postemployment Benefits 
Other Than Pensions”, the Authority recognizes annual OPEB costs during the periods when employees 
render their services and provides disclosure of the actuarially accrued liabilities related to past services and the 
progress of funding the benefits. 

Use of 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 of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial 
statements and reported amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates.
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Fiscal Year Ended June 30, 2014

Equity Classifications

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

•	 Net investment in capital assets — This component of net position consists of capital assets, net of 
accumulated depreciation, reduced by the outstanding balance of bonds, mortgages, notes, or other 
borrowings that are attributable to the acquisition, construction, or improvement of those assets. If there 
are significant unspent related debt proceeds at year-end, the portion of the debt attributable to the unspent 
proceeds is not included in the calculation of net investment in capital assets. Rather, that portion of the 
debt is included in the same net position component as the unspent proceeds.

•	 Restricted — This component of net position consists of constraints placed on net position use by external 
groups such as creditors, grantors, contributors, or laws or regulations of other governments or constraints 
imposed by law through ordinance or other enabling legislation. For the year ended June 30, 2014, the 
statement of net position reports restricted net position in the amount of $982,320, of which $570,700 is 
restricted by enabling legislation. For the year ended June 30, 2013, the statement of net position reports 
restricted net position in the amount of $761,012, of which $514,836 is restricted by enabling legislation.

•	 Unrestricted — This component of net position consists of net positions that do not meet the definition of 
“net investment in capital assets” or “restricted.”

When both restricted and unrestricted net positions are available for use, it is the Authority’s policy to use 
restricted resources first.

Adoption of New Accounting Standards

During the year, the Authority adopted the following accounting standards:

•	 GASB Statement No. 65, “Items Previously Reported as Assets and Liabilities” — This Statement establishes 
accounting and financial reporting standards that reclassify, as deferred outflows of resources or deferred 
inflows of resources, certain items that were previously reported as assets and liabilities and recognizes, 
as outflows of resources or inflows of resources, certain items that were previously reported as assets and 
liabilities. The implementation of this statement resulted in the retrospective restatement of opening net 
position of $258,703 to expense debt issuance costs, a slight decrease in nonoperating expenses, and a 
corresponding decrease in total assets for the fiscal year ended June 30, 2013.

•	 GASB Statement No. 66, “Technical Corrections-2012-and Amendment of GASB Statements No. 10 and 
No. 62” — The objective of this Statement is to improve accounting and financial reporting by resolving 
conflicting guidance that resulted from the issuance of two pronouncements, Statements No. 54, “Fund 
Balance Reporting and Governmental Fund Type Definitions” and No. 62, “Codification of Accounting and 
Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.” 
This Statement did not have an impact on the Authority’s financial statements.

•	 GASB Statement No. 67, “Financial Reporting for Pension Plans-an Amendment of GASB Statement No. 
25”  — The objective of this Statement is to improve financial reporting by state and local government 
pension plans. This Statement did not have an impact on the Authority’s financial statements.Ref
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Fiscal Year Ended June 30, 2014

	2.	 Deposits And Investments

Deposits

Custodial credit risk for deposits is the risk that in the event of a bank failure, a government’s deposits may not 
be returned. The Authority’s deposit policy for custodial credit risk requires compliance with the provisions of 
state law. State law requires collateralization of all deposits with federal depository insurance, U.S. government 
issues, U.S. government insured securities, State of Oklahoma bonds, or bonds of any Oklahoma county or 
school district of the State of Oklahoma. At June 30, 2014 and 2013, the Authority was not exposed to custodial 
credit risk.

Investments

It is the Authority’s policy to use state statutes as the Authority’s investment guide. Oklahoma Statutes authorize 
municipalities to invest in obligations of the U.S. government, its agencies and instrumentalities; collateralized 
or insured certificates of deposit and other evidences of deposits at financial institutions within this state, or 
fully insured certificates of deposit at financial institutions located out of state; negotiable certificates of deposit 
issued by a nationally or state-chartered bank; prime banker’s acceptances which are eligible for purchase by 
the Federal Reserve System and which do not exceed 270 days’ maturity; prime commercial paper which shall 
not have a maturity that exceeds 180 days nor represent more than 10% of the outstanding paper of an issuing 
corporation; repurchase agreements that have underlying collateral consisting of those items specified above; 
and money market funds regulated by the Securities and Exchange Commission and which investments consist 
of those items noted above.

Interest Rate Risk — Interest rate risk is the risk that changes in market interest rates will adversely affect the fair 
value of an investment. The Authority’s investment policy does not address interest rate risk.

Credit Risk — Credit risk is the risk that the issuer or other counterparty to an investment will not fulfill its 
obligations. The Authority’s investment policy does not address credit risk. 

Concentration of Credit Risk — The Authority places no limit on the amount that may be invested in any one 
issuer.  

Custodial Credit Risk — For an investment, custodial credit risk is the risk that in the event of the failure of the 
counterparty, the Authority will not be able to recover the value of its investment or collateral securities that are 
in the possession of an outside party. The Authority’s investment policy does not address custodial credit risk. 
However, the Authority’s investments are held in the Authority’s name, thus the Authority had no exposure to 
custodial credit risk at June 30, 2014 and 2013.

The Authority had the following investments at June 30, 2014:

		  Credit 	 Fair	 Less			   More
Type		 Rating	 Value	 than 1	 1–5	 6–10	 than 10

Certificates of Deposit	 (1)	  $4,312,571 	  $4,312,571	  $    0   	  $  0 	  $  0   
U.S. Agencies-FHLMC	 AA (2)	  4,657,120	  0   	  0   	  0   	  4,657,120
		   $8,969,691	  $4,312,571	  $    0   	  $  0   	  $4,657,120 

(1) not subject to rating	
(2) Standard and Poor’s
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Fiscal Year Ended June 30, 2014

The Authority had the following investments at June 30, 2013:

		  Credit 	 Fair	 Less			   More
Type		 Rating	 Value	 than 1	 1–5	 6–10	 than 10

Certificates of Deposit	 (1)	  $4,297,545 	  $4,297,545	  $    0   	  $  0  	  $  0   
U.S. Agencies-FHLMC	 AA (2)	  4,650,465 	  0   	  0 	  0   	  4,650,465
		   $8,948,010	  $4,297,545	  $    0  	  $  0   	  $4,650,465 

  (1) not subject to rating	
  (2) Standard and Poor’s	

Deposits and investments presented in the statement of net position as of June 30, 2014 and 2013 are as follows:
 	 	 2014	 2013

Cash and cash equivalents:
	 Unrestricted	  $52,613,408 	  $40,039,283 
	 Restricted-current	  1,476,429 	  1,351,970 
	 Restricted-noncurrent	  1,197,611 	  1,109,952 
Investments:		
	 Unrestricted-current	  8,969,691 	  8,948,010 
Total		   $64,257,139 	  $51,449,215  

	3.	 Restricted Assets 

Certain assets of the Authority are restricted in their use by bond and note indentures. Cash and cash equivalents, 
classified as current, in the amount of $344,724 at June 30, 2014 and $159,714 at June 30, 2013 have been 
restricted in use to the service of debt.

Certain cash and cash equivalents of the Authority are restricted by agreement for the purpose of acquiring 
necessary easements related to water line upgrades for an area of service purchased from a rural water district. 
As of June 30, 2014 and 2013 cash and cash equivalents, classified as non-current, in the amount of $54,756 
were restricted for this purpose.

Cash and cash equivalents received from Rural Water Corporation No. 3 are restricted by agreement for 
the purpose of completing upgrades, improvements, and/or expansions of the water distribution system in 
specified areas. As of June 30, 2014 and 2013 cash and cash equivalents, classified as current, in the amount of 
$12,140 and $31,706, respectively, were restricted for this purpose.

Cash and cash equivalents received from customers as a water tie-on charge for new connections to the water 
distribution system are restricted by an ordinance of the City for the purpose of financing future construction of 
extensions and improvements to the water distribution system of the City. Cash and cash equivalents, classified 
as non-current, in the amount of $570,700 at June, 30 2014 and $514,836 at June 30, 2013 were restricted for 
this purpose.

Cash and cash equivalents received from utility customers for payment of the Western Payne County Ambulance 
Trust Authority (WPCATA) Subscription Fee are restricted in their use. Per agreement, the Authority remits 
to the WPCATA on a monthly basis all money collected from said charge. As of June 30, 2014 and 2013 cash 
and cash equivalents, classified as current, in the amount of $72,488 and $69,710, respectively, were restricted 
for this purpose.
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Fiscal Year Ended June 30, 2014

Customer deposits received for water or electric service are restricted in their use toward the customer’s final 
bill. As of June 30, 2014 cash and cash equivalents in the amount of $1,619,232, of which $1,047,077 is classified 
as current and $572,155 is classified as non-current, have been restricted for customer deposits. As of June 30, 
2013 cash and cash equivalents in the amount of $1,631,200, of which $1,090,840 is classified as current and 
$540,360 is classified as non-current, have been restricted for customer deposits.

	4.	 Capital Assets 
Capital asset activity for the years ended June 30, 2014 and 2013 was as follows:

2014 
 

	 Balance at	 Additions, 	 Deletions, 	 Balance at
	 June 30, 2013 	 Net of Transfers 	 Net of Transfers	 June 30, 2014 

Capital assets not being depreciated:				  

Land	  $1,021,969 	  $0  	  $0 	  $1,021,969 

Intangible assets	  1,530,403 	  0 	  0	  1,530,403 

Construction work in progress	  2,714,309 	  5,435,396 	  1,970,182 	  6,179,523 

Total capital assets not being depreciated	  5,266,681 	  5,435,396 	  1,970,182 	  8,731,895 

 
Other capital assets:				  

Buildings	  3,412,759 	 0   	 0 	  3,412,759 

Improvements other than buildings	  193,130,756 	  2,467,559 	  59,822 	  195,538,493 

Machinery and equipment	  26,798,266 	  919,903 	  408,009 	  27,310,160 

Total other capital assets at historical cost	  223,341,781 	  3,387,462 	  467,831 	  226,261,412 

 
Less accumulated depreciation for:				  

Buildings	  1,943,843 	  161,840 	 0	  2,105,683 

Improvements other than buildings	  104,806,223 	  5,509,152 	  10,856 	  110,304,519 

Machinery and equipment	  14,149,144 	  1,386,770 	  389,008 	  15,146,906 

Total accumulated depreciation	  120,899,210 	  7,057,762 	  399,864 	  127,557,108 

 
Other capital assets, net	  102,442,571 	  (3,670,300)	  67,967 	  98,704,304 

 
Total capital assets, net	  $107,709,252 	  $1,765,096 	  $2,038,149 	  $107,436,199 
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2013 
 

	 Balance at	 Additions,  	 Deletions,	 Balance at
	 June 30, 2012 	 Net of Transfers 	 Net of  Transfers	 June 30, 2013 

Capital assets not being depreciated:				  

Land	  $710,969 	  $311,000 	  $0  	  $1,021,969 

Intangible assets	  1,530,403 	  0   	 0   	  1,530,403 

Construction work in progress	  4,865,116 	  5,378,737 	  7,529,544 	  2,714,309 

Total capital assets not being depreciated	  7,106,488 	  5,689,737 	  7,529,544 	  5,266,681 

 
Other capital assets:				  

Buildings	  9,082,201 	  114,819 	  5,784,261 	  3,412,759 

Improvements other than buildings	  182,793,929 	  10,766,146 	  429,319 	  193,130,756 

Machinery and equipment	  20,454,111 	  7,984,391 	  1,640,236 	  26,798,266 

Total other capital assets at historical cost	  212,330,241 	  18,865,356 	  7,853,816 	  223,341,781 

 
Less accumulated depreciation for:				  

Buildings	  2,338,582 	  162,885 	  557,624 	  1,943,843 

Improvements other than buildings	  98,744,229 	  5,394,106 	  (667,888)	  104,806,223 

Machinery and equipment	  14,179,126 	  1,225,693 	  1,255,675 	  14,149,144 

Total accumulated depreciation	  115,261,937 	  6,782,684 	  1,145,411 	  120,899,210 

 
Other capital assets, net	  97,068,304 	  12,082,672 	  6,708,405 	  102,442,571 

 
Total capital assets, net	  $104,174,792 	  $17,772,409 	  $14,237,949 	  $107,709,252 

Contributed Capital Assets

For the year ended June 30, 2014, the Authority received assets from the City which included sewer 
improvements amounting to $117,059 that were funded with Community Development Block Grants.

For the year ended June 30, 2013, the Authority accepted and received water and sewer lines that were installed 
by developers amounting to $1,332,190. The Authority also received assets from the City including sewer 
improvements amounting to $12,880 that were funded with Community Development Block Grants, inventory 
amounting to $32,390, a building amounting to $38,714 and vehicles amounting to $123,596.
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	5.	 Long-Term Liabilities 

As of June 30, 2014 and 2013, the Authority’s outstanding debt consisted of the following:

Notes Payable 2014 2013
2002 Oklahoma Water Resources Board (OWRB) SRF Note Payable dated February 28, 2002, original 
amount of $3,413,483, secured by utility revenues, no interest plus an administrative fee of 0.5%, 
semiannual installments of principal commencing March 15, 2002 through September 15, 2021 $1,280,056 $1,450,730

2002 OWRB SRF Note Payable dated December 19, 2002, original amount of $4,876,086, secured by 
utility revenues,  no interest plus an administrative fee of 0.5%, semiannual
installments of principal commencing March 15, 2003  through September 15, 2022 2,072,337 2,316,141

2005 OWRB Fixed Rate Note Payable dated June 29, 2005, original amount of $7,620,000, secured by 
utility revenues,  2.6% interest plus an administrative fee of 0.5%, semiannual 
installments of principal and interest commencing September 15, 2005 through March 15, 2025 4,768,716 5,126,573

2007 Revenue Note dated December 5, 2007, original amount of $6,010,000, secured by dedicated 
1/2 cent sales tax revenues, 3.68% interest rate, semiannual installments of principal and interest 
commencing December 1, 2008 through December 1, 2016  2,025,000  2,780,000 

2009 OWRB DWSRF Note Payable dated November 24, 2009,  original amount of $11,645,000, 
$2,000,000 in principal  forgiveness from American Recovery and Reinvestment Act grant funds, 
secured by utility revenues, 2.84% interest plus an administrative fee of 0.5%, semiannual principal 
installments commencing March 15, 2013 through September 15, 2032  8,958,745  8,453,947 

2009 OWRB CWSRF Note Payable dated November 24, 2009, original amount of $1,875,000, $578,999 
in principal  forgiveness from American Recovery and Reinvestment Act grant funds, secured by 
utility revenues, 2.34% interest plus an administrative fee of 0.5%, semiannual principal installments 
commencing March 15, 2011 through September 15, 2030  1,058,971  1,108,500 

2010 Revenue Note dated September 23, 2010, original amount of $6,075,000, secured by dedicated 
1/2 cent sales tax  revenues, 2.33% interest rate, semiannual installments of principal and interest 
commencing December 1, 2010 through December 1, 2016  2,620,000  3,605,000

United States Army Corp of Engineers Note dated September 26, 1980, original amount of 
$1,530,403,3.222% interest, annual interest and principal installments commencing August 27, 1984 
through August 27, 2034  908,594  938,564 

  Total Notes Payable  $23,692,419  $25,779,455 

Current portion  $3,025,949  $3,057,634 

Noncurrent portion  20,666,470  22,721,821 

  Total Notes Payable  $23,692,419  $25,779,455 
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Capital Lease Obligations

Borrowings have been advanced pursuant to a credit agreement with Bank of America, N.A that provides for 
the purchase of equipment until December 30, 2018. Total borrowings are limited to $5.2 million with a fixed 
interest rate determined at the time of funding. Total borrowings under this credit agreement at June 30, 2014 
and 2013 amounted to $2.5 million and $2.2 million, respectively, and are denoted with a (*) below.  

Capital Lease Obligations 2014 2013
Total cost of capital assets financed by lease obligations  $5,008,124  $4,683,209 

  Less:  accumulated depreciation  (1,616,794)  (1,106,315)

    Net capital assets financed by lease obligations  $3,391,330  $3,576,894 

$553,307 capital lease with Capital One for equipment fixed interest rate of 4.09%, semiannual 
installments commencing December 15, 2006 through June 15, 2014  $0 $79,351

$20,161 capital lease with Capital One for equipment, fixed interest rate of 3.0902%, monthly 
installments commencing April 15, 2010 through March 15, 2015  3,226  7,413 

$391,032 capital lease with Capital One for equipment fixed interest rate of 3.1942%, monthly 
installments commencing April 30, 2010 through March 30, 2015  62,704  144,009 

$481,057 capital lease with Capital One for equipment, fixed interest rate of 3.2397%, monthly 
installments commencing May 15, 2010 through April 15, 2015  85,676  185,484 

$201,802 capital lease with Capital One for equipment, fixed interest rate of 3.1617%, monthly 
installments commencing June 15, 2010 through June 15, 2015  42,291  83,268 

$54,783 capital lease with Capital One for equipment, fixed interest rate of 3.1487%, monthly 
installments commencing June 15, 2010 through May 15, 2015  10,681  21,987 

$12,524 capital lease with Capital One for equipment, fixed interest rate of 2.9342%, monthly 
installments commencing July 30, 2010 through June 30, 2015  2,653  5,231 

$245,932 capital lease with Capital One for equipment, fixed interest rate of 2.8172%, monthly 
installments commencing August 30, 2010 through July 30, 2015  56,260  106,692 

$223,024 capital lease with Capital One for equipment, fixed interest rate of 2.6612%, monthly 
installments commencing September 30, 2010 through August 30, 2015  54,721  100,292 

$43,166 capital lease with Capital One for equipment, fixed interest rate of 2.6677%, monthly 
installments commencing October 15, 2010 through September 15, 2015  11,337  20,138 

$313,375 capital lease with Capital One for equipment, fixed interest rate of 2.6612%, monthly 
installments commencing January 15, 2011 through December 15, 2015  98,423  161,892 

$15,000 capital lease with Capital One for equipment, fixed interest rate of 2.9082%, monthly 
installments commencing April 30, 2011 through March 30, 2016  5,499  8,519 
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Capital Lease Obligations Cont. 2014 2013
$19,548 capital lease with Capital One for equipment fixed interest rate of 2.6612%, monthly 
installments commencing July 30, 2011 through June 30, 2016  8,132  12,039 

$124,760 capital lease with Capital One for equipment, fixed interest rate of 2.4337%, monthly 
installments commencing October 30, 2011 through September 30, 2016  58,057  82,858 

$141,282 capital lease with Capital One for equipment, fixed interest rate of 2.1552%, monthly 
installments commencing November 15, 2011 through October 15, 2014  16,153  63,924 

$258,550 capital lease with Capital One for equipment, fixed interest rate of 2.5442%, monthly 
installments commencing January 15, 2012 through December 15, 2016  133,380  184,405 

$170,785 capital lease with Bank of America for equipment, fixed interest rate of 2.1422%, 
monthly installments commencing February 29, 2012 through January 30, 2015*  34,081  96,255 

$123,127 capital lease with Bank of America for equipment fixed interest rate of 2.4857%, monthly 
installments commencing February 29, 2012 through January 30, 2017*  65,541  91,799 

$92,387 capital lease with Bank of America for equipment, fixed interest rate of 2.4597%, monthly 
installments commencing June 15, 2012 through May 15, 2017*  55,267  73,322 

$80,244 capital lease with Bank of America for equipment, fixed interest rate of 2.3687%, monthly 
installments commencing September 30, 2012 through August 30, 2017*  51,952  68,849 

$62,427 capital lease with Bank of America for equipment, fixed interest rate of 2.3167%, monthly 
installments commencing October 30, 2012 through September 30, 2017*  41,410  54,536 

$412,263 capital lease with Bank of America for equipment, fixed interest rate of 2.2972%, 
monthly installments commencing January 30, 2013 through December 30, 2017*  293,680  379,903 

$223,323 capital lease with Bank of America for equipment, fixed interest rate of 2.3882%, 
monthly installments commencing March 30, 2013 through February 28, 2018*  166,438  212,891 

$286,920 capital lease with Bank of America for equipment, fixed interest rate of 2.3362%, 
monthly installments commencing April 15, 2013 through March 15, 2018*  218,298  273,355 

$78,040 capital lease with Bank of America for equipment,fixed interest rate of 2.3687%, monthly 
installments commencing May 15, 2013 through April 15, 2018* 60,676 75,619

$122,925 capital lease with Bank of America for equipment,fixed interest rate of 2.3362%, monthly 
installments commencing May 30, 2013 through April 30, 2018* 95,562 122,925

$524,527 capital lease with Bank of America for equipment, fixed interest rate of 2.3622%, 
monthly installments commencing June 30, 2013 through May 30, 2018* 416,098 516,315
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Capital Lease Obligations Cont. 2014 2013
$324,915 capital lease with Bank of America for equipment, fixed interest rate of 2.4792%, 
monthly installments commencing January 30, 2014 through December 30, 2018* 294,447 0

Total Capital Leases $2,442,643 $3,233,271

Current portion $973,478 $1,085,074

Noncurrent portion $1,469,165 2,148,197

  Total Capital Leases $2,442,643 $3,233,271

 

Accrued Compensated Absences 2014 2013
Current portion $64,660 $108,075

Noncurrent portion 720,724 641,255

  Total Accrued Compensation Absences $785,384 $749,330

Changes in Long-Term Liabilities

Changes in the long-term liabilities for the years ended June 30, 2014 and 2013 are summarized below:

2014 

	 Balance at 	 Additions	 Reductions	 Balance at	 Amounts Due  
	 June 30, 2013 			   June 30, 2014 	 Within One Year

Notes Payable	  $25,779,455 	  $848,439 	  $2,935,475 	  $23,692,419 	  $3,025,949 

Capital Lease Obligations	  3,233,271 	  324,915 	  1,115,543 	  2,442,643 	  973,478 

  Total Long-Term Debt Obligations	  29,012,726 	  1,173,354 	  4,051,018 	  26,135,062 	  3,999,427 

Accrued Compensated Absences	  749,330 	  100,714 	  64,660 	  785,384 	  64,660 

Deposits Subject to Refund	  1,631,200 	  849,841 	  861,809 	  1,619,232 	  1,047,077 

Other postemployment benefits	  898,811 	  212,801 	  24,501 	  1,087,111 	  0   

  Total Long-Term Liabilities	  $32,292,067 	  $2,336,710 	  $5,001,988 	  $29,626,789 	  $5,111,164 

2013 

	 Balance at 	 Additions	 Reductions	 Balance at	 Amounts Due  
	 June 30, 2012 			   June 30, 2013 	 Within One Year

Notes Payable	  $27,159,609 	  $1,393,127 	  $2,773,281 	  $25,779,455 	  $3,057,634 

Revenue Bonds Payable, net	  1,605,608 	 0   	  1,605,608 	 0   	 0   

Capital Lease Obligations	  2,347,168 	  1,790,669 	  904,566 	  3,233,271 	  1,085,074 

  Total Long-Term Debt Obligations	  31,112,385 	  3,183,796 	  5,283,455 	  29,012,726 	  4,142,708 

Accrued Compensated Absences	  735,870 	  121,535 	  108,075 	  749,330 	  108,075 

Deposits Subject to Refund	  1,186,766 	  1,264,331 	  819,897 	  1,631,200 	  1,090,840 

Other postemployment benefits	  729,565 	  187,063 	  17,817 	  898,811 	 0   

  Total Long-Term Liabilities	  $33,764,586 	  $4,756,725 	  $6,229,244 	  $32,292,067 	  $5,341,623 

Ref
er

en
ce

 C
op

y



22   |  SUA Financial Statements and Reports

Fiscal Year Ended June 30, 2014

Applicability of Federal Arbitrage Regulations

Certain debt issuances of the Authority issued after the Tax Reform Act of 1986 are subject to the federal 
arbitrage regulations. The arbitrage rebate regulations require that all earnings from the investment of gross 
proceeds of an issue in excess of the amount that could have been earned had the yield on the investment 
been equal to the yield on the bonds be remitted to the federal government. These carry strict penalties for 
noncompliance including taxability of interest retroactive to the date of the issue. The Authority’s management 
believes it is in compliance with these rules and regulations.

Maturities of Long-term Debt

The debt service maturities for long-term indebtedness in the coming years are as follows:

Year ending	 NOTES PAYABLE	 CAPITAL LEASES	
June 30, 	 Principal	 Interest	 Principal	 Interest

2015	  $3,025,949 	  $624,184 	  $973,478 	  $48,275 
2016	  3,126,033 	  543,841 	  603,342 	  28,171 
2017	  2,234,381 	  458,112 	  501,879 	  14,844 
2018	  1,302,434 	  413,965 	  329,585 	  4,371 
2019	  1,331,401 	  382,921 	  34,359 	  249 
2020-2024	  6,331,816 	  1,407,980 	 0	 0
2025-2029	  3,751,152 	  740,604 	 0	 0 
2030-2034	  2,530,922 	  187,134 	 0	 0 
2035-2039	  58,331 	  1,879 	 0	 0
Total	  $23,692,419	 $4,760,620 	 $2,442,643 	  $95,910	 

	6.	 Pension Plan

All full time City employees are provided pension benefits through a defined contribution plan administered 
by the Oklahoma Municipal Retirement Fund (OMRF). The employee begins participation at the date of 
employment. Employees are required to contribute a minimum of 3% of their salary with an optional maximum 
of up to 100% of their salary, subject to IRS limitations. The City Council determines the City’s contribution 
each year. The City’s contributions for each employee begin vesting after 5 years and are fully vested after 10 
years. If an employee terminates before becoming fully vested, the employer’s contributions that are forfeited 
may be used to reduce the City’s current-period contributions requirement. The Authority reimburses the City 
for all related costs of the pension plan. OMRF issues an annual report that is available on the OMRF website 
(www.okmrf.org) or by calling 1-888-394-6673.  

The Authority’s total payroll in fiscal years 2014 and 2013 was $8,595,596 and $8,218,922, respectively. Covered 
payroll (for employees covered under the plan) was $8,475,971 in fiscal year 2014 and $8,024,054 in fiscal year 
2013. The employees’ contributions amounted to $419,686 or 4.95% of covered payroll in fiscal year 2014 and 
$420,324 or 5.2% of covered payroll in fiscal year 2013. The City made contributions of $506,286 in 2014 and 
$481,388 in 2013, which was 5.97% and 6.0%, respectively, of the covered payroll for each fiscal year resulting 
in total contributions of $925,972 for the year ended June 30, 2014 and $901,712 for the year ended June 30, 
2013.
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	7.	 Postemployment Benefits Other Than Pensions (Opeb)

Plan Description

The City sponsors and administers a self-funded, single-employer defined benefit plan providing postemployment 
healthcare benefits. The plan is reported in the City’s Comprehensive Annual Financial Report (CAFR). The 
plan does not issue a stand-alone financial report. All employees who retire from the City on or after attaining 
age 55 with at least 10 years of service are eligible to participate in the plan. The election to participate must be 
made at the time of separation from service. The City requires a monthly premium contribution from the retiree 
based on City-wide claim trends of the previous fiscal year. Upon payment of this premium, the City covers all 
medical expenses just as for active employees on a pay-as-you-go basis. Coverage is available until the first day 
of the month in which the retiree reaches Medicare eligibility age (currently 65). If the spouse of a retiree is 
covered at the time the retiree becomes ineligible for the plan at age 65, the spouse becomes COBRA-eligible 
until age 65 or for 36 months, whichever is less. 

Funding Policy

The City funds healthcare benefits on a pay-as-you-go basis utilizing a third party administrator, Blue Cross 
Blue Shield of Oklahoma. Eligible employees are required to pay set premiums for a portion of the cost, with 
the City subsidizing the remaining costs. Contribution requirements of active employees are established and 
amended as needed by the City Council. Premium rates for retirees and COBRA participants are set by City 
management upon recommendations provided by the third party administrator and the City’s re-insurance 
agent. The required monthly contribution rates for plan members for fiscal years 2014 and 2013 range from 
$45 to $375 for active employees, $449 to $1,658 for retired participants, and $458 to $1,691 for COBRA 
participants. 

Annual OPEB Cost and Net OPEB Obligation

The annual OPEB cost is equal to the annual required contribution (ARC) plus an adjustment if the ARC is not 
funded each year. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover 
the normal cost of each year plus any unfunded actuarial liabilities as amortized over thirty years.

As reported in the City’s CAFR, the City’s actuarial determined annual required contribution (ARC) for fiscal 
year ending June 30, 2014 was $757,279 of which $70,002 was paid on a pay-as-you-go basis. For fiscal year 
ending June 30, 2013, the City’s ARC was $713,857 of which $55,679 was paid on a pay-as-you-go basis. The 
Authority’s allocation of the City’s total OPEB obligation is based on the percentage of eligible Authority 
employees at June 30, 2014 and 2013 and is presented in the table below:

 
	 2014	 2013 

Annual required contribution	  $265,048 		   $228,434 

Interest on prior year net OPEB obligation	  47,424 		   31,015 

Adjustment to annual required contribution	  (99,671)		   (72,386)

Annual OPEB cost	  212,801 		   187,063 

Employer contributions	  (24,501)		   (17,817)

Increase in net OPEB obligation	  188,300 		   169,246 

Beginning OPEB obligation	  898,811 		   729,565 

Ending OPEB obligation	  $1,087,111 		   $898,811 
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The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net 
OPEB obligation for the current and the two preceding years are as follows:

		  Percentage of	
	  Annual 	 Annual OPEB	 Net OPEB 
Year Ending June 30,	  OPEB Cost 	 Cost Contributed	 Obligation

2012	  $143,993 	 11.4%	  $729,565 

2013	  $187,063 	 9.5%	  $898,811 

2014	  $212,801 	 11.5%	  $1,087,111 

 

Funding Status and Funding Progress

The unfunded actuarial liability is being amortized using level dollar amortization on a closed basis over thirty 
years, beginning July 1, 2008. As of June 30, 2014 and 2013, the funded status of the retiree health plan was as 
follows:

	 2014	 2013 

Actuarial accrued liability (AAL)	  $2,017,7290	  $1,853,446 

Actuarial value of plan assets (AVA)	  0	 0 

Unfunded actuarial accrued liability (UAAL)	  $2,017,729	  $1,853,446 

			 

Funded ratio (AVA/AAL)	 0.0%	 0.0%

Annual covered payroll (active plan members)	 $8,475,971 	 $8,024,054 

UAAL as a percentage of annual covered payroll	 23.8%	 23.1%

 

The required supplementary information schedule of funding progress immediately following the notes to the 
financial statements presents multi-year trend information about whether the actuarial value of plan assets is 
increasing or decreasing over time relative to the actuarial accrued liability for benefits.

Actuarial Methods and Assumptions

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions 
about the probability of occurrence of events far into the future. Examples include assumptions about future 
employment, mortality, and healthcare cost trends. Amounts determined regarding the annual required 
contribution are subject to continual revision as actual results are compared with past expectations and new 
estimates are made about the future.  

In the actuarial valuations as of July 1, 2013 and July 1, 2012, the projected unit credit (PUC) actuarial cost 
method was used to measure accruing costs. Under the principals of the PUC method, the actuarial present 
value of the projected benefits of each individual included in the valuation is allocated pro-rata to each year of 
service between entry age and assumed exit. The actuarial valuation utilized several significant assumptions 
affecting the valuation results including the medical claims costs assumptions, the medical trend assumptions, 
and the discount rate. The resulting annual required contributions were based on a 4.4% discount rate in 
actuarial valuations as of July 1, 2013 and a 3.8% discount rate in actuarial valuations as of July 1, 2012 and a 
medical trend rate beginning at 4.62% in 2013 and 5.5% in 2012 and grading to 4.87% in 2060. Additionally, 
it was assumed that 50% of future retired participants would opt for retiree healthcare coverage. It was also 
assumed that 50% of future retirees who opt for healthcare coverage would cover a spouse at retirement.
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	8.	 Related Party Transactions

The Authority provides utility services to the City without charge, and the Authority is not assessed property 
taxes.

The Authority leases the electric, water, and sewer systems from the City under a 70-year lease agreement 
which expires in 2049, with an option to renew the lease until all Authority bond obligations are redeemed or 
a provision for redemption of the obligations has been made. The annual lease rental is a nominal amount. The 
leased utility plant is included in the Authority’s financial statements, as it is the City’s intent under the lease 
agreement for the Authority to operate the utilities indefinitely.

All personnel of the Authority are employees of the City. Payroll and related costs are reimbursed by the 
Authority to the City and are reflected as expenses of the Authority.

Administrative and general expenses incurred by the City benefiting the Authority in the amount of $1,178,370 
for the year ended June 30, 2014 and $1,304,690 for the year ended June 30, 2013 have been proportionately 
allocated and reflected in the Authority’s financial statements as expenses.

	9.	 Transfers In

City General Fund

One cent of the City’s three cent general-use sales tax is designated for the Authority. The sales tax transfer is 
received by the City monthly from the State of Oklahoma and is appropriated and transferred to the Authority. 
The sales tax may be used, at the Authority’s discretion, for capital expenditures, operating and maintenance 
expenses or any other lawful purpose of the Authority including the purchase or redemption of bonds or other 
indebtedness of the Authority prior to maturity. It may also be transferred to the City’s sinking fund for the 
repayment of general obligation debt of the City. For the years ended June 30, 2014 and 2013, the transfers to 
the Authority related to this sales tax were $8,370,765 and $7,506,803, respectively.

For the year ended June 30, 2014, the Authority recorded a transfer in of $200,000 from the City to fund the 
construction of capital assets.

City Transportation Improvement Fund

One half of the City’s one-half cent transportation sales tax is transferred to the Authority. The sales tax transfer 
is received by the City monthly from the State of Oklahoma and is appropriated and transferred to the Authority. 
The Authority uses the sales tax transfer to meet the debt service requirements of the 2007 and 2010 Revenue 
Notes. For the years ended June 30, 2014 and 2013, the transfers to the Authority related to this sales tax were 
$2,092,691 and $1,876,701, respectively.  

	10.	Transfers Out

City General Fund

The Authority annually transfers surplus funds in an amount determined by the Authority Trustees to the City’s 
General Fund as provided for in the Authority’s Trust Indenture. For the year ended June 30, 2014 and 2013, 
the transfer amount was $13,595,975 and $12,848,933, respectively. 

	11.	Risk Management

The Authority, as a component unit of the City, is covered under the City’s self-insurance policy for group 
medical, general liability, workers compensation, unemployment, and property damage. The City has a 
reinsurance policy which limits the City’s liability for major medical to $120,000 per individual per year. The 
City purchases conventional insurance for excess losses, general liability, and property damage. Settlement 
amounts have not exceeded insurance coverage for the current year or the three prior years.
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	12.	Revenues Pledged

The Authority has pledged future sales tax revenues to repay a $6,010,000 note issued in December 2007 and 
a $6,075,000 note issued in September 2010 to finance transportation improvement projects identified in the 
2006 Transportation Sales Tax Ordinance. The notes are payable solely from sales tax revenue equal to one half 
of the one-half cent transportation sales tax collected by the City and transferred to the Authority by way of the 
Sales Tax Agreement. Sales taxes are projected to produce 100 percent of the debt service requirements over 
the life of the notes. Total principal and interest remaining on the 2007 Note is $2,138,252 at June 30, 2014 and 
$2,988,656 at June 30, 2013, payable semiannually commencing December 2008 and concluding December 
2016. Total principal and interest remaining on the 2010 Note is $2,712,618 at June 30, 2014 and $3,775,906 
at June 30, 2013, payable semiannually commencing December 2010 and concluding December 2016. For the 
year ended June 30, 2014 and 2013, total sales tax revenues were $2,092,691 and $1,876,701, respectively.

The Authority has pledged future sales tax revenues and future utility revenues, net of operating and maintenance 
expenses, to repay debt obligations. Proceeds from the debt issues financed water and wastewater construction 
projects and refinanced outstanding balances of notes to the OWRB. The debt obligations are payable from 
the one cent sales tax revenue dedicated to the Authority by City Ordinance No. 1835 and from net revenues 
derived from the existence and operation of the utility system. Pledged revenues are projected to produce 125 
percent of the debt service requirements over the life of the debt. For the year ended June 30, 2014 and 2013, 
sales tax revenues were $8,370,765 and $7,506,803, respectively. Net revenues were $26,926,930 for the year 
ended June 30, 2014 and $21,665,199 for the year ended June 30, 2013. The following is a summary of the debt 
issues included in this pledge of revenues as of June 30, 2014 and 2013:  

2014 

				    Remaining	 Current Year
	 Issue 	 Issue	 Maturity	 Principal	 Principal
Debt Issue	 Amount	 Date	 Date	 and Interest	 and Interest

2002 OWRB SRF Note	  $3,413,483 	 Feb 2002	 Sept 2021	  $1,306,046 	  $176,949 

2002 OWRB SRF Note	  4,876,086 	 Dec 2002	 Sept 2022	  2,119,669 	  254,003 

2005 OWRB Fixed Rate Note	  7,620,000 	 Jun 2005	 Mar 2025	  5,441,308 	  494,548 

2009 OWRB DWSRF Note	  11,645,000 	 Nov 2009	 Sept 2032	  12,132,605 	  655,817 

2009 OWRB CWSRF Note	  1,875,000 	 Nov 2009	 Sept 2030	  1,338,134 	  81,099 

 

2013  

		  			   Remaining	 Current Year
		  Issue 	 Issue	 Maturity	 Principal	 Principal
Debt Issue	 Amount	 Date	 Date	 and Interest	 and Interest

2002 OWRB SRF Note	  $3,413,483 	 Feb 2002	 Sept 2021	  $1,483,860 	 $177,814 

2002 OWRB SRF Note	  4,876,086 	 Dec 2002	 Sept 2022	  2,374,908 	  255,239 

2005 OWRB Fixed Rate Note	  7,620,000 	 Jun 2005	 Mar 2025	  6,194,765 	  516,230 

2009 OWRB DWSRF Note	  11,645,000 	 Nov 2009	 Sept 2032	  11,087,280 	  744,272 

2009 OWRB CWSRF Note	  1,875,000 	 Nov 2009	 Sept 2030	  1,419,438 	  81,304
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	13.	Commitments 

In July 2006, the Authority and Rural Water Corporation No. 3 entered into a purchase agreement in which 
the Authority agreed to consolidate the two water distribution systems. In September 2010, the Rural Water 
Advisory Board, the Rural Water Corporation No. 3 Board, and the Authority’s Trustees approved amendment 
of the initial July 2006 purchase agreement. The amended agreement identifies specific improvements and 
upgrades to be made to the system and provides a timeline for completion. All improvements and upgrades are 
subject to funding availability.

	14.	Subsequent Event

On August 12, 2014, the Authority issued Series 2014A Utility System and Sales Tax Revenue Bonds at the 
par amount of $61.8 million. The proceeds of the Series 2014A Bonds, together with an equity contribution 
of $6.5 million from the Authority’s internally designated funds, will be used for the purpose of designing and 
constructing a 56 MW Reciprocating Engine Power Plant and associated 69 kV to 12.47 kV electrical substation, 
providing for deposit to a debt service reserve fund, and paying certain costs of issuance. The Bonds are secured 
by a pledge of the one cent sales tax revenue dedicated to the Authority by Ordinance No. 1835 and from net 
revenues derived from the existence and operation of the utility system. The indebtedness will be primarily 
funded by the proceeds of capacity and energy purchase payments received by the Authority pursuant to the 
terms of a Power Purchase and Sale Agreement and a Capacity Purchase Agreement dated September 1, 2013 
between the Authority and the Grand River Dam Authority.    

	15.	Recently Issued Accounting Standards 

The following accounting standards have been recently issued and will be adopted as applicable by the Authority. 
Unless otherwise noted below, management has not yet determined the impact of these Statements on the 
Authority’s financial statements.  

•	 GASB Statement No. 68, “Accounting and Financial Reporting for Pensions-an Amendment of GASB 
Statement No. 27” — The primary objective of this Statement is to improve accounting and financial 
reporting by state and local governments for pensions. This Statement will become effective for the 
Authority in the fiscal year ended June 30, 2015.

•	 GASB Statement No. 69, “Government Combinations and Disposals of Government Operations” — This 
Statement establishes accounting and financial reporting standards related to government combinations 
and disposals of government operations. This Statement will become effective for the Authority in the fiscal 
year ended June 30, 2015.

•	 GASB Statement No. 70, “Accounting and Financial Reporting for Nonexchange Financial 
Guarantees”  — The objective of this Statement is to improve accounting and financial reporting by state 
and local governments that extend and receive nonexchange financial guarantees. This Statement will 
become effective for the Authority in the fiscal year ended June 30, 2015.

•	 GASB Statement No. 71, “Pension Transition for Contributions Made Subsequent to the Measurement 
Date–an Amendment of GASB Statement No. 68” — The objective of this Statement is to address an 
issue regarding application of the transition provisions of Statement No. 68, “Accounting and Financial 
Reporting for Pensions”. The issue relates to amounts associated with contributions, if any, made by a state 
or local government employer or nonemployer contributing entity to a defined benefit pension plan after 
the measurement date of the government’s beginning net pension liability. The provisions of this Statement 
are required to be applied simultaneously with the provisions of Statement 68 which will be effective for the 
Authority in the fiscal year ended June 30, 2015. 
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STILLWATER UTILITIES AUTHORITY
A Component Unit of the City of Stillwater, Oklahoma
Required Supplementary Information
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POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS

Schedule of Funding Progress

		  Actuarial Accrued	 Actuarial 	 Unfunded	 Funded 		  UAAL as a

	Actuarial 	 Liability (AAL)	 Value of Assets	 AAL (UAAL)	 Ratio	 Covered	 Percentage of 

Valuation Date	 (a)	 (b)	 (a-b)	 (b/a)	 Payroll	 Covered Payroll

7/1/2013	  $2,017,729 	  $0 	  $2,017,729 	 0.0%	  $8,475,971 	 23.8%

7/1/2012	  1,853,446 	  0 	  1,853,446 	 0.0%	  8,024,054 	 23.1%

7/1/2011	  1,374,499 	  0 	  1,374,499 	 0.0%	  7,885,063 	 17.4%
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