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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees s
Stillwater Utilities Authority
Stillwater, Oklahoma o

Report on the Financial Statements

We have audited the accompanying financial statements of the Still Utilities Authority (the Authority), a
component unit of the City of Stillwater, Oklahoma (the City), as of an e years ended June 30, 2014 and
2013, and the related notes to the financial statements which collectively comprise the Authority’s basic financial
statements listed in the table of contents.

Management’s Responsibility for the Financial Stat

Management is responsible for the preparation and ntation of these financial statements in accordance
with accounting principles generally accept t ited States of America; this includes the design,
implementation, and maintenance of intern t evant to the preparation and fair presentation of financial
statements that are free from material misstat ether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to expres inion on these financial statements based on our audit. We conducted our
audit in accordance with a ards generally accepted in the United States of America and the standards
applicable to financial a ined in Government Auditing Standards, issued by the Comptroller General of
the United States ds require that we plan and perform the audit to obtain reasonable assurance
about whether the ia ements are free from material misstatement.

An audit iny, forming procedures to obtain audit evidence about the amounts and disclosures in the
financialysta tst The procedures selected depend on the auditor’s judgment, including the assessment of the
i sstatement of the financial statements, whether due to fraud or error. In making those risk
auditor considers internal control relevant to the entity’s preparation and fair presentation of the
ents in order to design audit procedures that are appropriate in the circumstances, but not for the
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

An Independently Owned Member

MCGLADREY ALLIANCE g McGladrey

McGladrey Alliance is a premier affiliation of independent accounting and consulting firms. McGladrey Alliance member firms maintain their name, autonomy and independence
and are responsible for their own client fee arrangements, delivery of services and maintenance of client relationships.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Authority as of June 30, 2014 and 2013, and the respective changes in financial position
and cash flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that th

reporting for placing the basic financial statements in an appropriate operat10na1 econe orical context.
We have applied certain limited procedures to the required supplement i

management about the methods of preparing the information and compa
management’s responses to our inquiries, the basic financial statements, owledge we obtained during
our audit of the basic financial statements. We do not express an opi provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

ation for consistency with

Other Reporting Required by Government Auditing Sta

In accordance with Government Auditing Standards, ve also issued our report dated October 22, 2014 on
our consideration of the Authority’s internal con ncial reporting and on our tests of its compliance
with certain provisions of laws, regulations, ¢ grant agreements and other matters. The purpose of
that report is to describe the scope of our testi al control over financial reporting and compliance and
the results of that testing, and not to pinion on internal control over financial reporting or on
compliance. That report is an integra an audit performed in accordance with Government Auditing
Standards in considering the Authority?s control over financial reporting and compliance.

BrberictJpadan £ Co PA.
N4

October 22, 2014
Topeka, Kansas



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 @ e Statements
of Revenues, Expenses and Changes in Net Position, the Statements of Cash Flow; otes to Financial

Statements.

The Statements of Net Position include all assets and liabilities of the Aut
which is similar to the accounting used by most private-sector compa

rual basis of accounting,
ments of Revenues, Expenses
and Changes in Net Position report all of the Authority’s revenues and 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 li ies and is one way to measure the Authority’s

financial condition or position. Over time, increases or decre uthority’s net position are indicators of the

financial health of the Authority.

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

The Notes to Financial Statements provi explanation and details about the financial information

reported in the financial statements
FINANCIAL ANALYSIS

Net Position

A comparative overvie 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
Noncurren 108.6 108.8 105.2
187.3 173.0 161.1
103 10.8 13
245 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 14
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
SUA Financial Statements and Reports



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 us

to liquidate these liabilities.

An additional portion of the Authority’s net position (0.6% in 2014 and 0.5% in 2013) represents res
are subject to restrictions as to how they may be used. The remaining balance (43.0% in 2014 and 3
is unrestricted.

The increase in current assets of $14.5 million or 22.6% and $8.3 million or 14.9% in 2014
t al

is in large part due to the increase in internally designated cash and cash equival e Authority’s
Trustees in anticipation of future potential operating cost increases and/or futyfe substanti ital expenditure
e Statements of Net

requirements. Internally designated assets are categorized as unrestricted net ion i

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 posi
$13.2 million or 10.8%, respectively. Detail of the increase in

sed by $17.2 million or 12.7% and
s presented below in a comparative
s, E

overview of the major components of the Statement of Reve nses and Changes in Net Position for each

of the years ended June 30:

(in millions)

Operating revenues

Operating expenses 49.9 52.0

Operating income 15.6 13.5

Nonoperating revenues (expense (3.9 (8.6)

Net income before cont 17.1 1.7 49

Capital contributi 0.1 1.5 1.7
tp $17.2 $13.2 $6.6

02014,
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

ing expenses increased by $2.9 million due to the rise in purchased power costs. The rise in purchased

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.

4 | SUA Financial Statements and Reports



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, respecti ted in €apital
assets including water and sewer lines, electric systems, and equipment.

Capital Assets, Net of Accumulated Depreciation
(in millions) 2014 2013 2
Land $1.0 $1.0 :
Intangible assets 1.5 1.5
Water plant 423 435
Electric plant 26.6 27.6 27.1
Wastewater plant 285 29.9 30.4
Construction work in progress 6.2 2.7 49
General plant 13 5 1.4
Totals $107.4 7. $104.2

Debt Administration
At June 30, 2014 and 2013, the Au $26.1 million and $29.0 million, respectively, in bonds, notes, and
long-term leases outstanding. 2 rease of $2.9 million or 10.0% and the 2013 decrease of $2.1 million

or 6.8% is the net effect of t ition of new long-term debt coupled with the extinguishment of existing debt

Outstanding Debt, at fiscal year end

2014 2013 2012
$0.0 0.0 $1.6
2.0 2.8 35
2.6 3.6 4.6
notes—water treatment plant 13 1.5 1.6
02 C note—wastewater treatment plant 2.1 23 26
2005 OWRB fixed rate note 48 5.1 55
2009 OWRB DWSRF note 9.0 8.5 74
2009 OWRB CWSRF note 1.0 1.1 1.1
USACE note 0.9 0.9 0.9
Long-term equipment leases 24 3.2 23
Totals $26.1 $29.0 $31.1

SUA Financial Statements and Reports



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
structures began in Fiscal Year 2010 and Fiscal Year 2011, respectively. Additional phases of the new w:
wastewater rate structures continued in Fiscal Year 2014. Continued implementation of the new rate st
suspended in Fiscal Year 2015 while an updated cost of service and rate design study is completed.
absent any of other action by the Trustees to increase water and/or wastewater rates, rates shall be a
an increase of 3% or the annual consumer price index for the south urban region for the img
year as determined by the U.S. Bureau of Labor Statistics, whichever is less. The Fiscal Year
1.6% water and wastewater rate increase effective July 1, 2014.

On August 12, 2014, the Authority issued Utility System and Sales Tax Rev Bo t the par amount of
constructing a 56 MW
reciprocating engine power plant and associated 69 kV to 12.47 kV electrical substation. The indebtedness will be

$61.8 million. The proceeds of the bonds will be used for the purpose of desig

primarily funded by the proceeds of capacity and energy purchase pay; ceived by the Authority pursuant to

the terms of a Power Purchase and Sale Agreement and a Capacity P efAgreement dated September 1, 2013
between the Authority and the Grand River Dam Authority.

CONTACTING THE STILLWATER UTILITIES AUT I NAGEMENT

This financial report is designed to provide our citi mers, taxpayers, bondholders, and creditors with

a general overview of the Authority’s finances an accountability for the money it receives. Financial

information for the Authority is also prese e ‘Comprehensive Annual Financial Report of the primary

government, the City of Stillwater, Oklah (o)
information, contact the Finance Dep en
Oklahoma 74076.

<
P

ave questions about this report or need additional financial
City of Stillwater, 723 S. Lewis St., P.O. Box 1449, Stillwater,

6 | SUA Financial Statements and Reports



Fiscal Year Ended June 30, 2014

STILLWATER UTILITIES AUTHORITY

STATEMENTS OF NET POSITION
As OF JUNE 30,2014 AND 2013

ASSETS
Current assets:
(ash and cash equivalents
Restricted cash and cash equivalents
Investments
Accounts receivable, net of allowance for uncollectible
accounts of $243,382in 2014 and $305,718 in 2013
Due from City of Stillwater
Interest receivable
Inventories
Total current assets

Noncurrent assets:
Restricted cash and cash equivalents
Capital assets: non depreciable
Land
Intangible assets
Construction work in progress
(apital assets: depreciable
Water plant
Electric plant
Sewer plant
General plant assets
Less-accumulated depreciation
Total noncurrent assets
Total assets

LIABILITIES

Current liabilities:
Accounts payable
Accrued liabilities
Current portion of compensate
Due to City of Stillwat

its payable
ebt obligations, net

ion of compensated absences
urrent portion of customer deposits payable
ent portion of long-term debt obligations, net
Other postemployment benefits
Total noncurrent liabilities
Total liabilities

NET POSITION

Net investment in capital assets
Restricted for debt service
Restricted for capital projects
Unrestricted

Total net position

A CoMPONENT UNIT OF THE CITY OF STILLWATER, OKLAHOMA

2014

$52,613,408
1,476,429
8,969,691
10,386,913

161,828
38,684
5,062,750
78,709,703

1,197,611

1,021,969
1,530,403
6,179,523

9
8
1 r
09,598
57,108)

8,633,810
187,343,513

4,500,410
499,419
64,660

0

193,821
1,047,077
3,999,427
10,304,814

720,724
572,155
22,135,635
1,087,111
24,515,625
34,820,439

85,946,137
344,724
637,596

65,594,617

$152,523,074

The accompanying notes are an integral part of this statement.

2013

$40,039,283
1,351,970

4,202,023

1,109,952

1,021,969
1,530,403
2,714,309

88,805,316
79,515,345
51,676,353
3,344,767
(120,899,210)
108,819,204
173,021,227

4,808,934
441,337
108,075

17,584
186,546
1,090,840
4,142,708
10,796,024

641,255
540,360
24,870,018
898,811
26,950,444
37,746,468

85,081,528
159,714
601,298

49,432,219

$135,274,759

SUA Financial Statements and Reports




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
Depreciation 7,057,762
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 9 420,681
Interest expense and fiscal charges 75 (681,099)
Transfer from City of Stillwater 456 9,383,504
Transfer to City of Stillwater 95,975) (12,848,933)
Total nonoperating revenues (expenses) (2,972,342) (3,896,146)

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

(apital contributions 117,059 1,539,770
Change in net position 17,248,315 13,215,021

Total net position, beginnin I, usly stated 0 122,318,441
Prior period adjustment 0 (258,703)
Total net position, begi e stated 135,274,759 122,059,738
Total net position, e r $152,523,074 $135,274,759

The accompanying notes are an integral part of this statement.

8 | SUA Financial Statements and Reports



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)

Payments to employees (11,058,607)

Payments to City of Stillwater for administrative costs (1,178,370)

Other receipts 4,208,063

Net cash provided by operating activities 25,498,517

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) 2,509,738)

Net cash used in noncapital financing activities (4,851, (5,002,935)

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Proceeds from capital debt 1,393,127
Proceeds from sale of capital assets 66, 18,297
Transfers from City of Stillwater related to capital financing 2,292,691 1,876,701
Purchases of capital assets ,277,098) (6,725,934)
Principal paid on capital debt 51,018) (5,262,848)
Interest paid on capital debt 93,484) (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 activiti 52,982 1,131,635
Net increase in cash and cash equivalent 12,786,243 11,289,917
(ash and cash equivalents, beginnin 42,501,205 31,211,288
Cash and cash equivalents, end of yea $55,287,448 $42,501,205
RECONCILIATIO PE ETO NET CASH PROVIDED BY OPERATING ACTIVITIES
Operating $20,103,598 $15,571,397
Adjustmen ting income to net cash provided
by ope
7,057,762 6,782,684
infassets and liabilities:
es, net (1,441,721) 1,325,079
nventories (183,064) 281,423
ccounts 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
(apital 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.

SUA Financial Statements and Reports



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 accordan
The

accounting principles generally accepted in the United States of America as applied to governme
tin

Governmental Accounting Standards Board (GASB) is the standard setting body for governm
and financial reporting. The more significant accounting policies of the Authority are desczi

Nature of Operations and Reporting Entity

The Authority is a public trust operating under a Trust Indenture dated April1;'1979, aathich was created by an
ordinance of the City of Stillwater, Oklahoma (the “City”), and amended by endment to Trust Indenture
dated November 1, 1980, and further amended by a Second Amendment to enture dated March 24,
2014. The City is the beneficiary of the trust. The Authority was created to operate and maintain a utilities
, businesses, and industries located
9. The City’s five Councilors who
serve as Trustees govern the Authority. The Authority is a o it of the City’s reporting entity and is

system that provides electric, water, and wastewater services to

in the Stillwater area. Operations of the Authority commenced

reported as an enterprise fund in the City’s Comprehensi Financial Report.

The Trust Indenture that established the Authority;
discretion of the Trustees. Proceeds from the o

ransfers of surplus funds to the City at the sole
(see Note 9) are not included in any such transfer

since they are entirely exhausted on the A thly operations, maintenance, and bond payments.

The Trust Indenture limits the amo
40% of its gross revenues (as defi

or notes that the Authority may issue in any fiscal year to
n the preceding year. The Trust Indenture also does not allow
for Trustee authorization of bon otes in any amount if a utility rate increase is necessary to fund such
bonds or notes at the time e.Per the Trust Indenture, the debt limitations can be exceeded only upon
approval by a maj ualified voters, voting on such question. However, no election is required

for the issuance of:
a. Indebtednessy refund all or part of the Authority’s outstanding indebtedness.

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

incurred which is necessary to ensure the timely payment of outstanding Authority
tedness and to operate in accordance with good utility practice as may be required by any indenture
er 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.

10 |  SUA Financial Statements and Reports



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 te ents
are recorded at fair value in accordance with GASB Statement No. 31, “Accounting an g for)Certain

Investments and for External Investment Pools”.

Assets Internally Designated

Assets internally designated consist of cash and cash equivalents set asi rustees in anticipation

of future potential operating cost increases and/or future substan enditure requirements and at
30,2014 and 2013, cash and

have been internally designated

the Board’s discretion may subsequently be used for other purpos
cash equivalents in the amount of $38,729,991 and $28,141,439, res
by the Authority for this purpose.

Restricted Assets

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

Accounts Receivable

Substantially all accounts receivable re electric, water, wastewater, and solid waste services provided to

residents, businesses, and indus the Stillwater area. Unbilled, but earned, revenues are accrued as

accounts receivable and recogn nue at year end.

Inventories

Inventories of ma lies are valued at the lower of average cost or market.

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

italized 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.

SUA Financial Statements and Reports
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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 meeti
definition are reported as nonoperating revenues.

Transfers
Permanent transfers of assets between the Authority and the City are recorded as noneve s and

expenses.

Compensated Absences

Full-time employees of the Authority accumulate vacation and sick leave be 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 a unused vacation. Employees may

accrue up to amaximum of 1,000 hours of sick leave. An employe r more years of service who retires

or resigns receives 10% of the accumulated unused sick leay, ed at the rate of pay being received by
the employee at retirement or resignation date. Employee o thirty years of service receive a percentage
payment of their unused sick leave ranging from 1252 e liability for these compensated absences
is recorded as noncurrent liabilities. The current this liability is estimated based on historical trends

using the amounts that would be payable if ter n occurred at the end of the fiscal year.

Other Postemployment Benefits (OPEB)

Other postemployment benefits are part ange of salaries and benefits for employee services rendered.
Of the total benefits offered by e
salaries and active employ:

ers to attract and retain qualified employees, some benefits, including
are taken while the employees are in active service, whereas other
benefits, including p@ste health care and other OPEB, are taken after the employees’ services have
ended. Neverthele
GASB Statement
Other Than

render their

enefits constitute compensation for employee services. In accordance with

‘Accounting and Financial Reporting by Employers for Postemployment Benefits

Authority recognizes annual OPEB costs during the periods when employees
provides disclosure of the actuarially accrued liabilities related to past services and the
e benefits.

ation 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.

12 |  SUA Financial Statements and Reports



Fiscal Year Ended June 30, 2014

Equity Classifications

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

When both restricted and unrestricted net positions are available

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 ternal
groups such as creditors, grantors, contributors, or laws or regulations of other governme aints
0, , the
statement of net position reports restricted net position in the amount of $982,3 $570,700 is

imposed by law through ordinance or other enabling legislation. For the year end

restricted by enabling legislation. For the year ended June 30, 2013, the states
restricted net position in the amount of $761,012, of which $514,836 is res

osition reports
g legislation.

Unrestricted — This component of net position consists of net
“net investment in capital assets” or “restricted.”

s the Authority’s policy to use

restricted resources first.

Adoption of New Accounting Standards

During the year, the Authority adopted the followi C standards:

GASB Statement No. 65, “Items Previously tedas Assets and Liabilities” — This Statement establishes
accounting and financial reporting st classify, as deferred outflows of resources or deferred
inflows of resources, certain item reviously reported as assets and liabilities and recognizes,
as outflows of resources or inflg
liabilities. The implementati ‘;/
position of $258,703 t ¢

corresponding decr totalassets for the fiscal year ended June 30, 2013.

urces, certain items that were previously reported as assets and
is statement resulted in the retrospective restatement of opening net
bt issuance costs, a slight decrease in nonoperating expenses, and a

GASB Statem y<Technical Corrections-2012-and Amendment of GASB Statements No. 10 and
No. 6
confli u at resulted from the issuance of two pronouncements, Statements No. 54, “Fund

e of this Statement is to improve accounting and financial reporting by resolving

Balanc ing and Governmental Fund Type Definitions” and No. 62, “Codification of Accounting and
i eporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.”
ent did not have an impact on the Authority’s financial statements.

SB Statement No. 67, “Financial Reporting for Pension Plans-an Amendment of GASB Statement No.
" — 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.
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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

Itis the Authority’s policy to use state statutes as the Authority’s investment guide. Oklahoma Sta rize
municipalities to invest in obligations of the U.S. government, its agencies and instrumentaliti ize

or insured certificates of deposit and other evidences of deposits at financial institutions ate, or

fully insured certificates of deposit at financial institutions located out of state; posit
issued by a nationally or state-chartered bank; prime banker’s acceptances or purchase by
the Federal Reserve System and which do not exceed 270 days’ maturity; p ial paper which shall
not have a maturity that exceeds 180 days nor represent more than 10% of t
corporation; repurchase agreements that have underlying collateral consisting e items specified above;

and money market funds regulated by the Securities and Exchange C ission and which investments consist

of those items noted above.

Interest Rate Risk — Interest rate risk is the risk that changesd
value of an investment. The Authority’s investment policy does ngt address interest rate risk.

rest rates will adversely affect the fair

Credit Risk — Credit risk is the risk that the issu
obligations. The Authority’s investment policy

nterparty to an investment will not fulfill its
ess credit risk.

Concentration of Credit Risk — The Aut

issuer.

Custodial Credit Risk— For an i
counterparty, the Authority wi

ent, custodial credit risk is the risk that in the event of the failure of the
e to recover the value of its investment or collateral securities that are
in the possession of an out e Authority’s investment policy does not address custodial credit risk.
However, the Aut
custodial credit ris

ollowing investments at June 30, 2014:

Credit Fair Less More
Rating Value than1 1-5 6-10 than 10
(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 than1 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 a

2014 2013

(ash and cash equivalents:

Unrestricted $52,613,408 $40,039,283

Restricted-current 1,476,429 1,351,9

Restricted-noncurrent 1,197,611 1,10;
Investments:

Unrestricted-current 8,969,691 8,948,
Total $64,257,139 $51,449,21

3. RESTRICTED ASSETS

Certain assets of the Authority are restricted in thei v, and note indentures. Cash and cash equivalents,
classified as current, in the amount of $344,724 at Ju 0, 2014 and $159,714 at June 30, 2013 have been
restricted in use to the service of debt.

Certain cash and cash equivalents of y are restricted by agreement for the purpose of acquiring
necessary easements related to w;
As of June 30, 2014 and 2013

were restricted for this pu )

des for an area of service purchased from a rural water district.
ash equivalents, classified as non-current, in the amount of $54,756

Cash and cash equi ived from Rural Water Corporation No. 3 are restricted by agreement for

the purposegof ¢ upgrades, improvements, and/or expansions of the water distribution system in

specified 0, 2014 and 2013 cash and cash equivalents, classified as current, in the amount of

$12,140 a 7086,
e

spectively, were restricted for this purpose.

Cas valents received from customers as a water tie-on charge for new connections to the water

ist stem are restricted by an ordinance of the City for the purpose of financing future construction of
en nd improvements to the water distribution system of the City. Cash and cash equivalents, classified
urrent, in the amount of $570,700 at June, 30 2014 and $514,836 at June 30, 2013 were restricted for

is 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.

SUA Financial Statements and Reports 15



16

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:

(apital assets not being depreciated:
Land

Intangible assets

Construction work in progress

Total capital assets not being depreciated

Other capital assets:

Buildings

Improvements other than buildings
Machinery and equipment

Total other capital assets at historical cost

Less accumulated depreciation for:
Buildings

Improvements other than buildings
Machinery and equipment

Total accumulated depreciation
Other capital assets, n

Total capital assets,

2014

Balance at
June 30,2013

$1,021,969
1,530,403
2,714,309
5,266,681

3,412,759
193,130,756
26,798,266
223,341,

2l

,223
,149,144
120,899,210

102,442,571

$107,709,252

Additions,
Net of Transfers
30
0 1,530,403
5,435,396 6,179,523
5,435,396 8,731,895
0 3,412,759
59,822 195,538,493
408,009 27,310,160
467,831 226,261,412
161,840 0 2,105,683
5,509,152 10,856 110,304,519
1,386,770 389,008 15,146,906
7,057,762 399,864 127,557,108
(3,670,300) 67,967 98,704,304
$1,765,096 $2,038,149 $107,436,199
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Fiscal Year Ended June 30, 2014

2013

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

(apital assets not being depreciated:

Land $710,969 $311,000 30 $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 ,714,309

Total capital assets not being depreciated 7,106,488 5,689,737 7,529,544 66,681

Other capital assets:

Buildings 9,082,201 114,819

Improvements other than buildings 182,793,929 10,766,146 193,130,756
Machinery and equipment 20,454,111 7,984,391 26,798,266
Total other capital assets at historical cost 212,330,241 18,865 223,341,781
Less accumulated depreciation for:

Buildings 2,338,582 162, 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 25,693 1,255,675 14,149,144
Total accumulated depreciation 115,261 ,182,684 1,145,411 120,899,210
Other capital assets, net 97 04 12,082,672 6,708,405 102,442,571
Total capital assets, net $17,772,409 $14,237,949 $107,709,252

Contributed Capital Assets

For the year ended Ju 2014, the Authority received assets from the City which included sewer
improvements am 7,059 that were funded with Community Development Block Grants.

For the y 2013, the Authority accepted and received water and sewer lines that were installed
by develo g to $1,332,190. The Authority also received assets from the City including sewer
impro ntmg to $12,880 that were funded with Community Development Block Grants, inventory
am 3 ,390, a building amounting to $38,714 and vehicles amounting to $123,596.
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Fiscal Year Ended June 30, 2014

S. LONG-TERM LIABILITIES

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

Notes Payable

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

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

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

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

2009 OWRB DWSRF Note Payable dated November 24, 2009, original amount 0,
$2,000,000 in principal forgiveness from American Recovery and Reinvestment ds,
secured by utility revenues, 2.84% interest plus an administrative fee of 0 ia incipal
installments commencing March 15, 2013 through September 15, 2032

2009 OWRB CWSRF Note Payable dated November 24, 2009, origi
in principal forgiveness from American Recovery and Rein
utility revenues, 2.34% interest plus an administrativ
commencing March 15, 2011 through September 15

f $1,875,000, $578,999
grant funds, secured by
nnual principal installments

2010 Revenue Note dated September 23, iginal amount of $6,075,000, secured by dedicated
1/2 cent sales tax revenues, 2.33%.i iannual installments of principal and interest
commencing December 1,2010 t ber1,2016

United States Army C ineers Note dated September 26, 1980, original amount of
$1,530,403,3.222%4i a interest and principal installments commencing August 27, 1984
through August

s P

Nonc rtion
Total Notes Payable

SUA Financial Statements and Reports

2014

$1,280,056

2,072,337

8,958,745

1,058,971

2,620,000

908,594
$23,692,419

$3,025,949
20,666,470
$23,692,419

2013

$1,450,730

&

5,126,573

2,780,000

8,453,947

1,108,500

3,605,000

938,564
$25,779,455

$3,057,634
22,721,821
$25,779,455



Fiscal Year Ended June 30, 2014

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
$4,683,209
Less: accumulated depreciation (1,616,794) 1,106,315)

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

Total cost of capital assets financed by lease obligations $5,008,124

$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 $79,351
$20,161 capital lease with Capital One for equipment, fixed interest rate of 3.0902%,
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%, mont
installments commencing April 30, 2010 through March 30, 2015 62,704 144,009
$481,057 capital lease with Capital One for equipment, fixed inte %, monthly
installments commencing May 15, 2010 through April 15, 2015 85,676 185,484
$201,802 capital lease with Capital One for equipme; ate of 3.1617%, monthly
installments commencing June 15, 2010 through 42,291 83,268
$54,783 capital lease with Capital One : ed interest rate of 3.1487%, monthly
installments commencing June 15, 2010 15,2015 10,681 21,987
$12,524 capital lease wi equipment, fixed interest rate of 2.9342%, monthly
installments commen 010through June 30, 2015 2,653 5,231
$245,932 ca apital One for equipment, fixed interest rate of 2.8172%, monthly
install August 30, 2010 through July 30, 2015 56,260 106,692
23, lease with Capital One for equipment, fixed interest rate of 2.6612%, monthly
ents commencing September 30, 2010 through August 30, 2015 54,721 100,292
3,166 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

$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

$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*

$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*

$92,387 capital lease with Bank of America for equipment, fixed interest rate of 2.4597%,

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 ratg®©£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, fix est 2.3167%, monthly
installments commencing October 30, 2012 through Septembe * 41,410 54,536
$412,263 capital lease with Bank of Americ xed interest rate of 2.2972%,
monthly installments commencing Januar 13t ecember 30, 2017* 293,680 379,903
$223,323 capital lease wj for equipment, fixed interest rate of 2.3882%,
monthly installments ¢ 13 through February 28, 2018* 166,438 212,891
$286,920 capital f America for equipment, fixed interest rate of 2.3362%,
monthly install cing April 15,2013 through March 15, 2018* 218,298 273,355
ease with Bank of America for equipment,fixed interest rate of 2.3687%, monthly
encing 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 %6 08,075

Noncurrent portion 641,255

Total Accrued Compensation Absences $749,330
Changes in Long-Term Liabilities
Changes in the long-term liabilities for the years ended June 30, 201 are summarized below:
Balance at iti eductions Balance at Amounts Due
June 30, 2013 June 30,2014  Within One Year
Notes Payable $25,779,455 $2,935,475 $23,692,419 $3,025,949
(apital Lease Obligations 3,233,271 1,115,543 2,442,643 973,478
Total Long-Term Debt Obligations ~ 29,012,7 173,354 4,051,018 26,135,062 3,999,427
Accrued Compensated Absences 100,714 64,660 785,384 64,660
Deposits Subject to Refund 849,841 861,809 1,619,232 1,047,077
Other postemployment benefit: 212,801 24,501 1,087,111 0
Total Long-Term Liabilitj ,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

yable $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

(apital 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
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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 43,025,949 $624,184 $973,478 $48,275
2016 3,126,033 543,841 603,342 28,171
2017 2,234,381 458,112 501,879 14,8
2018 1,302,434 413,965 329,585

2019 1,331,401 382,921 34,359

2020-2024 6,331,816 1,407,980 0

2025-2029 3,751,152 740,604 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

6. PENSION PLAN

All full time City employees are provided pensi s through a defined contribution plan administered

by the Oklahoma Municipal Retireme ). The employee begins participation at the date of
employment. Employees are requiredto aminimum of 3% of their salary with an optional maximum
of up to 100% of their salary, subjeet to itations. The City Council determines the City’s contribution
each year. The City’s contribution ach employee begin vesting after S years and are fully vested after 10
years. If an employee termj forebecoming fully vested, the employer’s contributions that are forfeited
ent-period contributions requirement. The Authority reimburses the City
for all related costs plan. OMREF issues an annual report that is available on the OMREF website

(www.okmrf.or ing 1-888-394-6673.

rollin fiscal years 2014 and 2013 was $8,595,596 and $8,218,922, respectively. Covered
covered under the plan) was $8,475,971 in fiscal year 2014 and $8,024,054 in fiscal year
yees” contributions amounted to $419,686 or 4.95% of covered payroll in fiscal year 2014 and
2% of covered payroll in fiscal year 2013. The City made contributions of $506,286 in 2014 and
$481 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 sponsorsandadministersaself-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 Ci

medical expenses just as for active employees on a pay-as-you-go basis. Coverage is available unti rst day
of the month in which the retiree reaches Medicare eligibility age (currently 65). If the spo '
covered at the time the retiree becomes ineligible for the plan at age 65, the spouse bec
until age 65 or for 36 months, whichever is less.

Funding Policy

The City funds healthcare benefits on a pay-as-you-go basis utilizi rd inistrator, Blue Cross
Blue Shield of Oklahoma. Eligible employees are required to pay remiugis for a portion of the cost, with
the City subsidizing the remaining costs. Contribution requireme ctive employees are established and
amended as needed by the City Council. Premium rates for retirees a RA participants are set by City
management upon recommendations provided by the thirdgparty administrator and the City’s re-insurance
agent. The required monthly contribution rates for pla
$45 to $375 for active employees, $449 to $1,658 for

participants.

for fiscal years 2014 and 2013 range from
ticipants, and $458 to $1,691 for COBRA

Annual OPEB Cost and Net OPEB Obligatio

The annual OPEB cost is equal to the a
funded each year. The ARC represents nding that, if paid on an ongoing basis, is projected to cover

the normal cost of each year plu actuarial liabilities as amortized over thirty years.

As reported in the City’s C
year ending June 30, 20 s $757,279 of which $70,002 was paid on a pay-as-you-go basis. For fiscal year
ending June 30, 20 ARC was $713,857 of which $55,679 was paid on a pay-as-you-go basis. The
Authority’ e City’s total OPEB obligation is based on the percentage of eligible Authority
and 2013 and is presented in the table below:

s actuarial determined annual required contribution (ARC) for fiscal

2014 2013
$265,048 $228,434
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

The unfunded actuarial liability is being amortized using level dollar amortization on a closed irt!

Funding Status and Funding Progress
years, beginning July 1, 2008. As of June 30, 2014 and 2013, the funded status of the reb 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

Funded ratio (AVA/AAL) 0.0% 0%
$8,475,971 8,024,054
23.1%

Annual covered payroll (active plan members)

UAAL as a percentage of annual covered payroll

The required supplementary informatio nding progress immediately following the notes to the

financial statements presents multi-y rmation about whether the actuarial value of plan assets is

increasing or decreasing over time iv actuarial accrued liability for benefits.

Actuarial Methods and Assu

Actuarial valuatio lan involve estimates of the value of reported amounts and assumptions

an
about the probabi e of events far into the future. Examples include assumptions about future
employment, mort d healthcare cost trends. Amounts determined regarding the annual required
contribution ct to’ continual revision as actual results are compared with past expectations and new
imate t the future.

actuasial valuations as of July 1, 2013 and July 1, 2012, the projected unit credit (PUC) actuarial cost
sed to measure accruing costs. Under the principals of the PUC method, the actuarial present
e 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.

SUA Financial Statements and Reports



8.

11.

Fiscal Year Ended June 30, 2014

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 r y the
Authority to the City and are reflected as expenses of the Authority.

£$1,178,370
oportionately

Administrative and general expenses incurred by the City benefiting the Authority in th
for the year ended June 30, 2014 and $1,304,690 for the year ended June 30, 2,
allocated and reflected in the Authority’s financial statements as expens

TRANSFERS IN

City General Fund

One cent of the City’s three cent general-use sales tax is desi
received by the City monthly from the State of Oklahom
The sales tax may be used, at the Authority’s discretion apital expenditures, operating and maintenance

ated for the Authority. The sales tax transfer is

propriated and transferred to the Authority.

expenses or any other lawful purpose of the Auth nc the purchase or redemption of bonds or other
indebtedness of the Authority prior to maturitfedt magf@also be transferred to the City’s sinking fund for the
years ended June 30, 2014 and 2013, the transfers to
65 and $7,506,803, respectively.

repayment of general obligation debt of t
the Authority related to this sales tax w

For the year ended June 30, 201 ity recorded a transfer in of $200,000 from the City to fund the
construction of capital assets.

City Transportation Impr: ent

One half of the City t transportation sales tax is transferred to the Authority. The sales tax transfer
isreceived bysthe lyfrom the State of Oklahoma and is appropriated and transferred to the Authority.
The Auth s tax transfer to meet the debt service requirements of the 2007 and 2010 Revenue
Notes. For: r ed June 30,2014 and 2013, the transfers to the Authority related to this sales tax were

$2,09 76,701, respectively.

Ovur

e Authority annually transfers surplus funds in an amount determined by the Authority Trustees to the City’s
eneral 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.

RiSKk 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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Fiscal Year Ended June 30, 2014

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 Decemb
2016. Total principal and interest remaining on the 2010 Note is $2,712,618 at June 30, 2014 and $3,775,
at June 30, 2013, payable semiannually commencing December 2010 and concluding December 201
year ended June 30, 2014 and 2013, total sales tax revenues were $2,092,691 and $1,876,701, r

esp, g
The Authority has pledged future sales tax revenues and future utility revenues, net of operating a nce
expenses, to repay debt obligations. Proceeds from the debt issues financed water and wa ction
aya

projects and refinanced outstanding balances of notes to the OWRB. The debt oblig from

the one cent sales tax revenue dedicated to the Authority by City Ordinance 35 net revenues
derived from the existence and operation of the utility system. Pledged rev: ected to produce 125
e 30,2014 and 2013,
26,926,930 for the year

e following is a summary of the debt

percent of the debt service requirements over the life of the debt. For the yi
sales tax revenues were $8,370,76S and $7,506,803, respectively. Net revenue
ended June 30,2014 and $21,665,199 for the year ended June 30, 20
issues included in this pledge of revenues as of June 30, 2014 and

Remaining Current Year
Issue turity Principal Principal
Debt Issue Amount ate andInterest  and Interest

2002 OWRB SRF Note $3,413,483 Sept 2021 $1,306,046 $176,949
2002 OWRB SRF Note 4,876,086 Sept 2022 2,119,669 254,003
2005 OWRB Fixed Rate Note 7,620,0! 5 Mar 2025 5,441,308 494,548
2009 OWRB DWSRF Note 1, Nov 2009 Sept 2032 12,132,605 655,817
2009 OWRB CWSRF Not Nov 2009 Sept 2030 1,338,134 81,099

2013

Remaining Current Year

Issue Issue Maturity Principal Principal
Amount Date Date andInterest  and Interest
ote $3,413,483 Feb 2002 Sept 2021 $1,483,860 $177,814
200 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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14.SUBSEQUENT EVENT

18.

Fiscal Year Ended June 30, 2014

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.

On August 12, 2014, the Authority issued Series 2014A Utility System and Sales Tax Reve
par amount of $61.8 million. The proceeds of the Series 2014A Bonds, together with a
of $6.5 million from the Authority’s internally designated funds, will be used for the p
constructing a S6 MW Reciprocating Engine Power Plant and associated 69 kV to 2=z kVielectrical substation,
providing for deposit to a debt service reserve fund, and paying certain costs of i ds are secured
by a pledge of the one cent sales tax revenue dedicated to the Authori 0. 1835 and from net
revenues derived from the existence and operation of the utility . indebtedness will be primarily
funded by the proceeds of capacity and energy purchase payment i the Authority pursuant to the
terms of a Power Purchase and Sale Agreement and a Capacity Purc ement dated September 1,2013

between the Authority and the Grand River Dam Authority.

RECENTLY ISSUED ACCOUNTING STANDARD

The following accounting standards have been rec ss 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, “Acco and Financial Reporting for Pensions-an Amendment of GASB
Statement No. 27” — The
reporting by state and lo
Authority in the fiscal

ive of this Statement is to improve accounting and financial
ents for pensions. This Statement will become effective for the
¢ 30,2015.

GASB Statemen
Statement es ccounting and financial reporting standards related to government combinations

overnment Combinations and Disposals of Government Operations” — This

and 1 vernment operations. This Statement will become effective for the Authority in the fiscal
year e ,2018.

. tatement No. 70, “Accounting and Financial Reporting for Nonexchange Financial
s” — The objective of this Statement is to improve accounting and financial reporting by state
al governments that extend and receive nonexchange financial guarantees. This Statement will
me 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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Fiscal Year Ended June 30, 2014
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Fiscal Year Ended June 30, 2014

STILLWATER UTILITIES AUTHORITY
A CoMPONENT UNIT OF THE CITY OF STILLWATER, OKLAHOMA
REQUIRED SUPPLEMENTARY INFORMATION

POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS

Schedule of Funding Progress

Actuarial Accrued Actuarial Unfunded Funded
Actuarial Liability (AAL) Value of Assets AAL (UAAL) Ratio Covered
Valuation Date (a) (b) (a-b) (b/a) Payroll
7/1/2013 $2,017,729 $0 $2,017,729 0.0% $8,475,9
7/1/2012 1,853,446 0 1,853,446 0.0% 23.1%
71172011 1,374,499 0 1,374,499 0.0% 7.4%
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FI
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCOR

WITH GOVERNMENT AUDITING STANDARDS Q
To the Board of Trustees o

Stillwater Utilities Authority
Stillwater, Oklahoma

NCIAL
N

We have audited, in accordance with the auditing standards gener: accepted in the United States of
America and the standards applicable to financial audi tained in Government Auditing Standards
issued by the Comptroller General of the United financial statements of the Stillwater
Utilities Authority (the Authority) as of and for t d June 30, 2014, and the related notes to
the financial statements, which collectively co; seqthe Authority’s basic financial statements, and
have issued our report thereon dated October 2 1

Internal Control Over Financial Rep

e'financial statements, we considered the Authority’s internal
ontrol) to determine the audit procedures that are appropriate

In planning and performing our a
control over financial reporting(

in the circumstances for th 0 expressing our opinion on the financial statements, but not for
the purpose of expressi pinion on the effectiveness of the Authority’s internal control.
Accordingly, we do n s‘an opinion on the effectiveness of the Authority’s internal control.

A deficiency i
management

ntrol exists when the design or operation of a control does not allow
ees, in the normal course of performing their assigned functions, to prevent, or
isstatements on a timely basis. A material weakness is a deficiency, or a
ciencies, in internal control, such that there is a reasonable possibility that a material
e entity’s financial statements will not be prevented, or detected and corrected on a
A significant deficiency is a deficiency, or a combination of deficiencies, in internal

An Independently Owned Member

MCGLADREY ALLIANCE g McGladrey

McGladrey Alliance is a premier affiliation of independent accounting and consulting firms. McGladrey Alliance member firms maintain their name, autonomy and independence
and are responsible for their own client fee arrangements, delivery of services and maintenance of client relationships.



Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements
free from material misstatement, we performed tests of its compliance with certain provision
laws, regulations, contracts, and grant agreements, noncompliance with which coul
direct and material effect on the determination of financial statement amounts
providing an opinion on compliance with those provisions was not an objective o
accordingly, we do not express such an opinion. The results of our tests disclos
noncompliance or other matters that are required to be reported under
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provi opinion on the effectiveness of
the Authority’s internal control or on compliance. Thi s an integral part of an audit
performed in accordance with Government Auditi ds in considering the entity’s
internal control and compliance. Accordingly, thi nication is not suitable for any other

purpose.

Tnadan € (o PA.

October 22, 2014
Topeka, Kansas
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