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AN

| Ronald C. Cottrell, CPA
N

Independent Auditor’s Report

December 5, 2008

City Commissioners
City of Sallisaw
Sallisaw, Oklahoma

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
City of Sallisaw, Oklahoma, as of and for the year ended June 30, 2008, which collectively
comprise the City of Sallisaw’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City of Sallisaw’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
basic financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are
apfpropn'ate in the circumstances, but not for the {)urpose of expressing an opinion on the
eftectiveness of the City of Sallisaw’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the basic financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Sallisaw, Oklahoma, as
of June 30, 2008, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
December 5, 2008, on our consideration of the City of Sallisaw’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracis, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing ogntemal contirol over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results
of our audit.

1107 East 13th, Suite C Phone (918) 786-6062
Post Office Box 450422 Fax (918) 786-6082
Grove, Oklahoma 74345-0422 Email rccottrell@sbceglobal.net



Ronald C. Cottrell, CPA

The management’s discussion and analysis and budgetary comparison information on pages 3
through 12 and 42 through 45 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain iimited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion
onit.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City otP Sallisaw’s basic financial statements. The accompanying
combining and individual nonmajor fund financial statements listed under supplementary
information in the table of contents are presented for purposes of additional analysis and are not
a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly. stated, in all material respects, in relation to the basic financial statements taken as a
whole.

Romata C. Cottautt. COA



City of Sallisaw, Oklahoma
Management’s Discussion and Analysis
June 30, 2008

The following discussion and analysis of the City of Sallisaw’s (the City) financial performance
provides an overview of the City’s financial activities for the fiscal year ended June 30, 2008.
Please read it in conjunction with the City’s financial statements, which begin on page 13.

Financial Highlights
% The assets of the City of Sallisaw exceeded its liabilities at the close of the most
recent fiscal year by $§ 16,413,240 (net assets). Of this amount, $ 4,800,771
(unrestricted net assets) may be used to meet the government’s ongoing obligations to
citizens and creditors.

During the year, the government’s total net assets increased by $ 1,071,087. This is
mainly attributed to an increase in capital asset investment net of related debt.

s As of the close of the current fiscal year, the City of Sallisaw’s governmental funds
reported combined ending fund balances of $ 2,443,202, an increase of $§ 302,504 in
comparison with the prior year. Approximately $ 1,391,763 is available for spending
at the government’s discretion (unreserved fund balance).

% At the end of the current fiscal year, unreserved fund balance for the general fund was
$ 494,975, or 9% of total general fund expenditures.

The City of Sallisaw’s total debt decreased by $ 266,555 during the current fiscal
year. The key factors in this decrease were:

e The pay off of various lease purchase agreements
¢ Reduction in the outstanding principal amounts on various bond issues, loans and
lease purchase payments.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Sallisaw’s basic
financial statements. The City of Sallisaw’s basic financial statements comprise three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes
to the financial statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad view of the City of Sallisaw’s finances, in a manner
similar to a private-sector business.

The statement of net assets presents information on all of the City of Sallisaw’s assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the
City of Sallisaw is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.

3



Thus, revenues and expenses are reported in this statement for some items that will only result in
1cash flows in the future fiscal periods (e.g., uncollected taxes and earned but unused vacation
eave).

Both of the government-wide financial statements distinguish functions of the City of Sallisaw
that are principally supported by taxes and intergovernmental revenues (governmental activities)
from other functions that are intended to recover all or a significant portion of their costs through
user fees and charges (business-type activities). The governmental activities of the City of
Sallisaw include general government, public safety, public works, and culture and recreation.
The business-type activities of the City of Sallisaw include the Sallisaw Municipal Authority
which includes the city’s electric, water, wastewater, landfill, and sanitation utility operations.

The government-wide financial statements can be found on pages 13-14 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The City of
Sallisaw, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City of Sallisaw can
be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However,
unlike the government-wide financial statements, governmental fund financial statements focus
on near-term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The City maintains fourteen individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund and the capital improvements
fund, both of which are considered to be major funds. Data from the other twelve governmental
funds are combined into a single, aggregated presentation. Individual fund data for each of these
nonmajor governmental funds is provided in the form of combining statements elsewhere in this
report.

The City adopts an annual appropriated budget for its general and capital improvements funds.
A budgetary comparison statement has been provided for these funds to demonstrate compliance
with this budget.

The basic governmental fund financial statements can be found on pages 15-17 of this report.

Proprietary funds. The City maintains two types of proprietary funds. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide
financial statements. The City uses an enterprise fund to account for its Municipal Authority
operation.



Internal service funds are an accounting device used to accumulate and allocate costs internally
among the City’s various functions. The City uses internal service funds to account for its
unemployment and employee health insurance funds. Because both of these services
predominantly benefit governmental rather than business-type functions, they have been
included within governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide information
for the Sallisaw Municipal Authority, which is considered to be a major fund of the City. Both
internal service funds are combined into a single, aggregated presentation in the proprietary fund
financial statements. Individual fund data for the internal service funds is provided in the form
of combining statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 18-20 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial
statement because the resources of those funds are not available to support the City’s own
programs. The accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on page 21 of this report.

Notes to the financial statements. The notes provide additional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found on pages 22—41 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the City’s actual
revenues and expenditures on a budgetary basis compared with the original and final budgets for
the general fund. Required supplementary information can be found on pages 4245 of this
report.

The combining statements referred to earlier in connection with nonmajor governmental funds
and internal service funds are presented immediately following the required supplementary
information on budget and actual revenues and expenditures for the general and capital
improvements funds. Combining and individual fund statements and schedules can be found on
pages 4652 of this report.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the City, assets exceeded liabilities by $ 16,413,240 at the close of the
most recent fiscal year.

By far the largest portion of the City’s net assets (40%) reflects its investment in capital assets
(e.g., land, buildings, improvements, vehicles, and equipment); less any related debt used to
acquire those assets that is still outstanding. The City uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although
the City’s investment in its capital assets is reported net of related debt, it should be noted that
the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.



City of Sallisaw

Net Assets
June 30, 2008 and 2007
Governmental Business-Type
Activities Activities Totals
2008 2007 2008 2007 2008 2007
Current assets $ 3,501,725 $ 3,132,482 $ 8,243,236 $ 11,743,727 $ 11,744,961 $ 14,876,209
Capital and other
noncurrent assets 5,779,094 5,704,659 38,980,197 34,838,762 44,759,291 40,543,421
Total assets 9,280,819 8,837,141 47,223,433 46,582,489 56,504,252 55,419,630
Current liabilities 922,666 926,523 3,513,350 3,335,081 4,436,016 4,261,604
Long-term liabilities 259,764 223,465 35,395,232 35,592,408 35,654,996 35,815,873
Total liabilities 1,182,430 1,149,988 38,908,582 38,927,489 40,091,012 40,077,477
Net assets:
Invested in capital assets,
net of related debt 5,204,821 5,073,550 1,321,563 (3,122,847) 6,526,384 1,950,703
Restricted 1,501,805 1,452,992 3,584,280 7,554,483 5,086,085 9,007,475
Unrestricted 1,391,763 1,160,611 3,409,008 3,223,364 4,800,771 4,383,975
Total net assets § 8098389 §$ 7,687,153 $§ 8314851 $ 7,655000 $ 16413240 $ 15342,153

An additional portion of the City’s net assets (31%) represents resources that are subject to
external restrictions on how they may be used, for example, capital improvements and debt
service. The remaining balance of unrestricted net assets ($ 4,800,771) may be used to meet the
government’s ongoing obligations to citizens and creditors.

The government’s net assets increased by $ 1,071,087 during the current fiscal year. This is
mainly attributed to an increase in capital asset investment net of related debt.

City of Sallisaw
Statement of Activities
Years Ended June 30, 2008 and 2007

Governmental Business-Type
Activities Activities Totals
2008 2007 2008 2007 2008 2007
Program revenues:
Charges for services $ 469,176 $§ 374998 $ 15,246,936 $ 14,258,939 §$§ 15,716,112 $ 14,633,937
Grants/contributions 202,365 872,890 18,000 95,935 220,365 968,825
General revenues 6,237,548 6,096,860 401,604 830,025 6,639,152 6,926,885
Total revenues 6,909,089 7,344,748 15,666,540 15,184,899 22,575,629 22,529,647
Expenses:
General government 1,674,460 1,520,358 1,674,460 1,520,358
Public safety 2,339,381 2,373,164 2,339,381 2,373,164
Public works 1,598,733 1,587,301 1,598,733 1,587,301
Culture and recreation 670,048 659,279 670,048 659,279
Electric 6,974,877 7,438,573 6,974,877 7,438,573
Water 2,089,963 2,202,597 2,089,963 2,202,597



Governmental Business-Type

Activities Activities Totals
2008 2007 2008 2007 2008 2007
Wastewater 976,778 632,425 976,778 632,425
Landfill 1,080,360 732,431 1,080,360 732,431
Sanitation 437,293 398,093 437,293 398,093
Telecommunications 2,608,195 2,279,241 2,608,195 2,279,241
Administration/other 1,054,454 3,548,621 1,054,454 3,548,621
Total expenses 6,282,622 6,140,102 15,221,920 17,231,981 21,504,542 23,372,083
Increase in net assets before
transfers 626,467 1,204,646 444,620 (2,047,082) 1,071,087 (842,436)
Transfers, net (215,231) 195,072 215,231 (195,072) 0 0
Increase in net assets 411,236 1,399,718 659,851 (2,242,154) 1,071,087 (842,436)
Net assets, beginning 7,687,153 6,287,435 7,655,000 9,897,154 15,342,153 16,184,589
Net assets, ending $ 8,098,389 § 7,687,153 $§ 8,314,851 § 7,655000 $ 16,413,240 $ 15,342,153

Governmental activities. Governmental activities increased the City’s net assets by $ 411,236.

Key elements of this increase are as follows:

e The City has seen an increase in service and general revenues from the previous
year.
¢ A reduction in public safety expenses.

City of Sallisaw
Governmental Activities

Years Ended June 30, 2008 and 2007

Program Revenues Cost of Services

2008 2007 2008 2007
General government $ 150,939 § 34557 $§ 1,674460 $ 1,520,358
Public safety 177,301 335,193 2,339,381 2,373,164
Public works 332,236 867,595 1,598,733 1,587,301
Culture and recreation 11,065 10,543 670,048 659,279

Total governmental activities $ 671,541 § 1,247,888 §$ 6,282,622 $ 6,140,102

Business-type activities. Business-type activities increased the City’s net assets by $ 659,851.

The key elements in this increase are:

* An increase in total revenues of $481,641 from the previous year.
¢ A decrease in total expenses of $2,010,061 from the previous year.



City of Sallisaw
Business-Type Activities
Years Ended June 30, 2008 and 2007

Program Revenues Cost of Services
2008 2007 2008 2007

Electric $ 9,170,585 $ 9,694,693 $ 6,974,877 $ 7,438,573
Water 873,385 677,823 2,089,963 2,202,597
Wastewater 513,262 426,139 976,778 632,425
Sanitation 984,586 732,881 437,293 398,093
Landfill 1,703,227 1,069,724 1,080,360 732,431
Telecommunications 1,747,748 1,401,520 2,608,195 2,279,241
Administration/other 272,143 256,159 1,054,454 3,548,621

Total business-type activities $ 15,264,936 $ 14,258,939 §$ 15,221,920 $ 17,231,981

Financial Analysis of the Government’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the City’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the City’s financing requirements. In particular, unreserved fund balance may serve as
a useful measure of a government’s net resources available for spending at the end of the fiscal
year.

As of the end of the current fiscal year, the City’s governmental funds reported combined ending
fund balances of $ 2,443,202, an increase of $ 302,504 in comparison with the prior year.
Approximately 57% of this total amount ($ 1,391,763) constitutes unreserved fund balance,
which is available for spending at the government's discretion. The remainder of fund balance is
reserved to indicate that it is not available for new spending because it has already been
committed for capital improvements.

The general fund is the chief operating fund of the City. At the end of the current fiscal year,
unreserved fund balance of the general fund was § 494,975, As a measure of the general fund’s
liquidity, it may be useful to compare fund balance to total fund expenditures. Unreserved fund
balance represents 9% of total general fund expenditures.

The fund balance of the City’s general fund decreased $ 64,168 during the current fiscal year,
primarily due to an increase in total expenditures and transfers out of the general fund for the
year.

The other governmental funds have total fund balances of $ 1,948,227, of which $ 1,051,439 is
reserved for capital improvements and encumbrances. The net increase in fund balance during
the current year in the other governmental funds was $ 366,672. This was the result of an
increase in proceeds from capital lease obligations the city entered into during the year for the
purchase of equipment.

Proprietary funds. The City’s proprietary funds provide the same type of information found in
the government-wide financial statements, but in more detail.



Unrestricted net assets of the Sallisaw Municipal Authority at the end of the year amounted to
$ 2,190,190. The total increase in net assets was $ 829,683. Operating revenues showed an
increase of $ 973,227 due to:

¢ Anincrease in landfill and sanitation revenue from the previous year

* Anincrease in water and wastewater revenue from the previous year

e Anincrease in telecommunications revenue from the previous year due to customer
growth,

Operating expenses increased by $ 188,255, due to:

® An increase in telecommunications expense from the previous year.
* Anincrease in landfill and sanitation operating expenses from the previous year.
e Anincrease in water and wastewater operating expenses from the previous year.

The Sallisaw water project fund showed a decrease in interest income of $ 280,483 while interest
expense decreased by $ 39,023. Depreciation expense increased $ 193,210.

The changes were due to the following factors:

e Interest income decreased due to the reduction of the Series 2005 bond construction
account used to construct the new water treatment plant.

¢ Interest expense increased due to the required debt service of the Series 2005 bond
issuance.

e Depreciation expense increased due to the completion of the new water treatment plant
and the booking of the entire project cost.

Budgetary Highlights of Major Governmental Funds

The total budget for the general fund did not change during the year. Adjustments among the
various departments were, however, made throughout the year.

During the year, revenues exceeded budgetary estimates by $ 545,711. This was primarily due
to:

e Sales tax receipts exceeding the budgeted amount in the amount of $381,429.
e Miscellaneous revenue exceeding the budgeted amount in the amount of $111,310.
e Revenue for charges for services exceeded the budgeted amount by $72,876.

Expenditures of $ 9,071,795 were less than budgetary estimates of $ 9,677,030, due to the efforts
of city staff and employees to reduce expenditures during the year in which fuel and other costs
increased.

As aresult, the City used only $ 141,272 of its fund balance carry forward to fund expenditures,
with the remainder coming from current year revenues.



Capital Asset and Debt Administration

Capital assets. The City’s investment in ¢
activities as of June 30, 2008, amounts to
investment in capital assets

and infrastructure.

Major capital asset events during the current fiscal year included the following:

The purchase of a new Gradall excavator in the amount of $233,900.

Completion of the summer street overlay program in the amount of $191,771.

The purchase of a new front load sanitation truck in the amount of $175,066.
Completion of Phase VI of the landfill facility in the amount of $993,850.
Completion of a project to replace deteriorated electric poles in the amount of
$125,400.

The purchase of a new fork lift for the new water treatment facility in the amount of
$20,429.

The construction of a sewer main on J.T. Stites Blvd. in the amount of $183,507.
Rehabilitation of a water storage tank located on Farm Road in the amount of
$71,100.

The purchase of a new Ditch Witch trencher for the electric department in the amount
of $33,598.

The purchase of additional gateway units for connecting telecommunications
customers in the amount of $47,647.

The completion of the new water treatment facility.

City of Sallisaw
Capital Assets
June 30, 2008 and 2007
(net of depreciation)

apital assets for its governmental and business-type
¢ $ 43,070,119 (net of accumulated depreciation). This
includes land, buildings and improvements, vehicles and equipment,

Governmental Business-Type
Activities Activities Totals
2008 2007 2008 2007 2008 2007
Land $ 833,307 $ 833307 $ 1,420,813 $ 1,420,813 $ 2254120 $ 2,254,120
Construction in progress 45,610 0 45,610
Buildings and improvements 3,038,569 2,946,919 2,180,186 2,251,108 5,218,755 5,198,027
Equipment and vehicles 1,907,218 1,924,433 2,104,972 2,155,025 4,012,190 4,079,458
Utility systems 31,585,051 27,183,773 31,585,051 27,183,773
Capital assets, net $ 5,779,094 $ 5,704,659 $ 37,291,022 $ 33,056,329 $ 43,070,116 $ 38,760,988

Additional information of the City’s capital assets can be found in Note V.D. on pages 30-32 of
this report.

Long-term debt. At the end of the current fiscal year, the City had total debt outstanding of $
36,543,734. This represents bonds secured solely by specified revenue sources (i.e., revenue
bonds and notes) totaling $ 30,674,874, other notes payable to banks and other governmental
entities of § 5,294,587, and $ 574,273 in capital lease obligations.
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City of Sallisaw

Outstanding Debt
June 30, 2008 and 2007
Governmental Business-Type
Activities Activities Totals
2008 2007 2008 2007 2008 2007
Capital lease obligations $ 574273 $ 631,109 $ 574,273 $ 631,109
Revenue bonds $ 30,055,000 $ 30,455,000 30,055,000 30,455,000
Unamortized premium on bonds 619,874 642,833 619,874 642,833
Notes payable 5,294,587 5,081,288 5,294,587 5,081,288
Total outstanding debt $ 574273 § 631,109 $ 35969461 $ 36,179,121 § 36,543,734 $ 36,810,230

The City’s total debt decreased $ 266,496 during the current fiscal year. The key factors in this
decrease were:

» Reduction in capital lease obligations
* Principal payments on outstanding bond issues and other note payables.

The City incurred new capital lease obligations for equipment of $ 408,967 and a new note
payable in the amount of $ 950,500 for the construction of a new landfill cell.

Additional information on the City’s long-term debt can be found in Note V.F. on pages 32-36
of this report.

Economic Factors and Next Year’s Budgets and Rates

The City’s elected and appointed officials considered many factors when setting the fiscal-year
2009 revenue and expense budgets. During the second quarter of 2008, the city began to see
significant increases in fuel and other operating costs due to the economy which concerned the
city as it moved into the new fiscal year. As a result, the city was very conservative in budgeting
revenue and operating expenditures for the new fiscal year.

Revenues related to city utility functions are expected to slightly increase due to increased usage
and electric power cost adjustments. Also, revenues related to the city’s telecommunication
system are expected to grow as a result of the steady customer growth the city has experienced.
Sales tax is expected to grow only slightly and was budgeted accordingly.

Landfill revenue for the current year was a pleasant surprise in that it was a record year for the
landfill facility. During the year, the landfill generated revenue of $1,703,227. This was
primarily due to several severe weather events that took place in the Eastern Oklahoma and
Western Arkansas area. Landfill activity at the end of the fiscal year was still steady, however it
remains to be seen whether it will continue past December of 2008.

In December of 2007, the City of Sallisaw signed a long term contract with the Grand River Dam
Authority for the purchase of electrical power. This contract is expected to assist the city in
keeping electric rates stable in the years to come. The power cost adjustment factor (PCA)
included in the city’s electric rate with GRDA is expected to remain positive with very little
variance. This will require the City to monitor and maintain its rate structure to ensure that any
additional costs or savings are passed along to the customer as needed.

11



Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, and investors with
a general overview of the City’s finances and to show the City’s accountability for the money it
receives. If you have questions about this report, or need additional financial information,
contact the City of Sallisaw’s city manager, at City of Sallisaw, Post Office Box 525, Sallisaw,
Oklahoma 74955-0525. You may also visit our website at www.sallisawok.ore for more
budgetary and contact information.
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City of Sallisaw, Oklahoma
Statement of Net Assets
June 30, 2008

Governmental  Business-type

Activities Activities Total
Assets
Current assets:
Cash and cash equivalents $ 650,535 § 1,199,743 § 1,850,278
Investments 1,973,969 1,347,032 3,321,001
Receivables (net of allowance for uncollectibles):
Accounts 1,171,141 1,171,141
Taxes 1,027,934 1,027,934
Notes 50,000 50,000
Due from other governments 4,975 4,975
Accrued interest 12,412 10,983 23,395
Internal balances (288,219) 288,219 0
Prepaid expenses 120,119 120,119
Restricted assets:
Cash and cash equivalents 34,271 34,271
Investments 4,141,847 4,141,847
Total current assets 3,501,725 8,243,236 11,744,961
Noncurrent assets:
Debt issuance costs (net of accumulated amortization) 1,689,172 1,689,172
Capital assets (net of accumulated depreciation) 5,779,094 37,291,025 43,070,119
Total noncurrent assets 5,779,094 38,980,197 44,759,291
Total assets 9,280,819 47,223,433 56,504,252
Liabilities
Current liabilities:
Accounts payable and accrued liabilities 608,157 804,286 1,412,443
Payable from restricted assets:
Accrued interest 733,362 733,362
Customer deposits 592,736 592,736
Deferred revenue 29,633 29,633
Current portion of long-term obligations 314,509 1,353,333 1,667,842
Total current liabilities 922,666 3,513,350 4,436,016
Noncurrent liabilities:
Capital lease obligations 259,764 259,764
Revenue bonds payable (net of unamortized premium) 30,236,916 30,236,916
Notes payable 4,379,213 4,379,213
Accrued landfill closure costs 779,103 779,103
Total noncurrent liabilities 259,764 35,395,232 35,654,996
Total liabilities 1,182,430 38,908,582 40,091,012
Net assets ‘
Invested in capital assets, net of related debt 5,204,821 1,321,563 6,526,384
Restricted for:
Capital improvements 1,051,439 253,606 1,305,045
Debt service 3,330,674 3,330,674
Other 450,366 450,366
Unrestricted 1,391,763 3,409,008 4,800,771
Total net assets $ 8098389 $ 8314851 § 16,413,240

The accompanying notes are an integral part of these financial statements.
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City of Sallisaw, Oklahoma
Statement of Activities

Year Ended June 30, 2008
Program Revenues
Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Governmental activities:
General government $ 1,674,460 $ 150,939
Public safety 2,339,381 152,312 $ 24,989
Public works 1,598,733 154,860 177,376
Culture and recreation 670,048 11,065
Total governmental activities 6,282,622 469,176 § 0 202,365
Business-type activities:
Administration 114,776 164,143
Electric 6,974,877 9,170,585
Water 2,089,963 873,385
Wastewater 976,778 513,262
Landfill 1,080,360 1,703,227
Sanitation 437,293 984,586
Telecommunications 2,608,195 1,747,748
Other 939,678 90,000 18,000
Total business-type activities 15,221,920 15,246,936 18,000 0
Total primary government $ 21,504,542 § 15,716,112 § 18,000 $ 202,365

General revenues:
Taxes:
Sales and use
Franchise
Other
Interest income
Miscellaneous
Transfers — internal activity
Total general revenues and transfers
Change in net assets

Net assets, beginning

Net assets, ending

The accompanying notes are an integral part of these financial statements.
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Net (Expense) Revenue and Changes in Net Assets

Governmental Business-type
Activities Activities Total
$ (1,523,521) $ (1,523,521)
(2,162,080) (2,162,080)
(1,266,497) (1,266,497)
(658,983) (658,983)
(5,611,081) § 0 (5,611,081)
49,367 49,367
2,195,708 2,195,708
(1,216,578) (1,216,578)
(463,516) (463,516)
622,867 622,867
547,293 547,293
(860,447) (860,447)
(831,678) (831,678)
43,016 43,016
$ (5,611,081) § 43016 § (5,568,065)
$ 5,584,190 $ 5,584,190
192,426 192,426
316,522 316,522
107,197 $ 277,418 384,615
37,213 124,186 161,399
(215,231) 215,231 0
6,022,317 616,835 6,639,152
411,236 659,851 1,071,087
7,687,153 7,655,000 15,342,153
$ 8,098,389 § 8,314,851 $ 16,413,240




City of Sallisaw, Oklahoma
Balance Sheet
Governmental Funds
June 30, 2008

Other Total
Governmental  Governmental
General Funds Funds
Assets
Cash and cash equivalents $ 229,234 § 426,527 $§ 655,761
Investments 155,228 1,368,263 1,523,491
Receivables:
Taxes 1,015,218 12,716 1,027,934
Due from other governments 4975 4,975
Accrued interest 310 6,988 7,298
Due from other funds 535,235 131,140 666,375
Prepaid expenses 120,119 120,119
Total assets $ 2,055344 § 1,950,609 $ 4,005,953
Libilities and fund balances
Liabilities:
Accounts payable and accrued liabilities $ 263,836 $ 2382 $§ 266,218
Due to other funds 954,594 954,594
Accrued compensated absences 341,939 341,939
Total liabilities 1,560,369 2,382 1,562,751
Fund balances:
Reserved for:
Capital improvements 1,051,439 1,051,439
Encumbrances 0
Unreserved, designated for, reported in:
Special revenue funds 896,788 896,788
Unreserved, undesignated, report in:
General Fund 494 975 494,975
Total fund balances 494,975 1,948,227 2,443,202
Total liabilities and fund balances $ 2055344 § 1,950,609

Amounts reported for governmental activities in the statement of
net assets are different because:
Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds. 5,779,094
Long-term liabilities are not due and payable in the current period
and therefore are not reported in funds:
Capital lease obligations (574,273)
Internal service funds are used to charge the costs of unemployment
and employee health insurance to individual funds. The assets
and liabilities of the internal service funds are included in governmental
activities in the statement of net assets. 450,366

Net assets of governmental activities $ 8,098,389

The accompanying notes are an integral part of these financial statements.
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City of Sallisaw, Oklahoma
Statement of Revenues, Expenditures, and Changes in Fund Balances —
Governmental Funds

Year Ended June 30, 2008
Other Total
Governmental Governmental
General Funds Funds
Revenues
Taxes $ 5,945,528 $ 5,945,528
Licenses and permits 49,755 49,755
Intergovernmental 75,581 $ 184,392 259,973
Fines and forfeitures 152,312 152,312
Charges for services 81,772 22,300 104,072
Other 165,611 116,029 281,640
Interest 37,281 51,546 88,827
Total revenues 6,507,840 374,267 6,882,107
Expenditures
Current:
General government 1,449,537 61,965 1,511,502
Public safety 2,143,125 3,644 2,146,769
Public works 1,240,551 25,759 1,266,310
Culture and recreation 592,202 16,785 608,987
Debt service 474,637 474,637
Capital outlay 4,249 1,552,544 1,556,793
Total expenditures 5,429,664 2,135,334 7,564,998
Excess of revenues over (under) expenditures 1,078,176 (1,761,067) (682,891)
Other financing sources (uses)
Sale of surplus equipment 13,355 13,355
Proceeds from capital lease obligations 408,967 408,967
Transfers in 4,625,330 1,718,772 6,344,102
Transfers out (5,781,029) 0 (5,781,029)
Total other financing sources (uses) (1,142,344) 2,127,739 985,395
Net change in fund balances (64,168) 366,672 302,504
Fund balances, beginning 559,143 1,581,555 2,140,698
Fund balances, ending $ 494,975 $ 1948227 $ 2443202

The accompanying notes are an integral part of these financial statements.
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City of Sallisaw, Oklahoma
Reconciliation of the Statement of Revenues, Expenditures, and

Changes in Fund Balances of Governmental Funds to the Statement of Activities

Year Ended June 30, 2008

Net change in fund balances — total governmental funds $
Adjustments for the statement of activities:

Governmental funds report capital outlays as expenditures. However, in the statement of
activities, the cost of these assets are allocated over their estimated useful lives as a dep-
reciation expense. This is the amount by which capital outlay expenditures exceeded
depreciation in the current reporting period.

Capital outlay expenditures

Disposition of capital assets, net

Depreciation expense

The issuance of long-term debt provides current financial resources to governmental funds,
while the repayment of principal of long-term debt consumes the current financial resources
of governmental funds. Neither transaction, however, has any effect on net assets.

Capital lease principal payments

Proceeds from capital lease obligations

Internal service funds are used by management to charge the costs of certain activities to
individual funds. The net revenue (expense) of the internal service funds is reported with

governmental activities.
Change in net assets of governmental activities

The accompanying notes are an integral part of these financial statements.
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City of Sallisaw, Oklahoma
Statement of Net Assets
Proprietary Funds
June 30, 2008

Business-type Activities

Enterprise Funds
Sallisaw Sallisaw
Municipal Water
Assets Authority Projects Fund
Current assets:
Cash and cash equivalents $ 1,051,770  § 128,747
Investments 1,118,269 228,763
Receivables:
Accounts (net of allowance for uncollectibles) 1,171,141
Notes 50,000
Due from other funds 941,086 117,633
Accrued interest 10,983
Restricted assets:
Cash and cash equivalents 34,271
Investments 1,765,935 2,375,912
Total current assets 6,143,455 2,851,055
Noncurrent assets:
Debt issuance costs (net of accumulated amortization) 422,897 1,266,275
Capital assets (net of accumulated depreciation) 18,066,273 17,644,943
Total noncurrent assets 18,489,170 18,911,218
Total assets 24,632,625 21,762,273
Liabilities
Current liabilities:
Accounts payable and accrued liabilities 804,286
Payable from restricted assets:
Accrued interest payable 191,536 541,826
Customer deposits 592,736
Deferred revenue 29,633
Due to other funds 770,500
Current portion of long-term obligations 1,166,620 147,959
Total current liabilities 3,555,311 689,785
Noncurrent liabilities:
Revenue bonds payable (net of unamortized premium) 7,080,000 23,156,916
Notes payable 3,011,213
Accrued landfill closure costs 779,103
Total noncurrent liabilities 10,870,316 23,156,916
Total liabilities 14,425,627 23,846,701
Net assets
Invested in capital assets, net of related debt 6,808,440 (5,659,932)
Restricted:
Debt service 1,208,100 2,122,574
Capital projects/other 268 253,338
Unrestricted 2,190,190 1,199,592
Total net assets $ 10,206,998 § (2,084,428)

The accompanying notes are an integral part of these financial statements.
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$

Business-type Activities Governmental
Enterprise Funds Activities
Nonmajor Internal
Enterprise Service
Funds Totals Funds
19,226 § 1,199,743 § (5,226)
1,347,032 450,478
1,171,141
50,000
307,222 1,365,941
10,983 5,114
34,271
4,141,847
326,448 9,320,958 450,366
1,689,172
1,579,809 37,291,025
1,579,809 38,980,197
1,906,257 48,301,155 450,366
804,286
733,362
592,736
29,633
307,222 1,077,722
38,754 1,353,333
345,976 4,591,072 0
30,236,916
1,368,000 4,379,213
779,103
1,368,000 35,395,232 0
1,713,976 39,986,304 0
480,277 1,628,785
3,330,674
253,606 450,366
(287,996) 3,101,786
$ 192,281 § 8,314,851 § 450,366




City of Sallisaw, Oklahoma

Statement of Revenues, Expenses, and Changes in Fund Net Assets —
Proprietary Funds

Year Ended June 30, 2008

Operating revenues
Charges for services:
Electric
Water
Wastewater
Landfill
Sanitation
Telecommunications
Other

Total operating revenues

Operating expenses
Administration

Electric

Water

Wastewater

Landfill

Sanitation
Telecommunications
Economic development
Depreciation and amortization
Bad debt expense

Total operating expenses

Net operating income (loss)

Nonoperating revenues (expenses)
Miscellaneous revenues

Interest income

Interest expense and fiscal charges
Payments to Carl Albert State College
Payments to hospital

Total nonoperating revenues (expenses)

Operating transfers
Transfers in
Transfers (out)
Total operating transfers
Net income (loss)
Net assets, beginning

Net assets, ending

Business-type Activities - Enterprise Funds

Sallisaw Sallisaw Nonmajor
Municipal Water Enterprise
Authority Projects Fund Funds

$ 9,159,904
873,385
513,262
1,703,227
984,585
1,745,548
162,639 $ 90,000
15,142,550 § 0 90,000
73,115
6,886,976
711,801 29,058
469,212
739,491
515,068
1,834,221
11,905
1,036,081 345,772 34,410
66,739
12,332,704 374,830 46,315
2,809,846 (374,830) 43,685
131,817 4,561 18,000
94,157 183,261
(544,690) (1,139,275) (59,722)
(47,701)
(674,488)
(1,040,905) (951,453) (41,722)
6,366,329 1,154,488 0
(7,305,587) 0
(939,258) 1,154,488 0
829,683 (171,795) 1,963
9,377,315 (1,912,633) 190,318
$ 10,206,998 § (2,084,428) § 192,281

The accompanying notes are an integral part of these financial statements.
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Governmental
Activities
Internal
Service
Totals Funds

$ 9,159,904
873,385
513,262
1,703,227
984,585
1,745,548
252,639
15,232,550 § 0

73,115 67,587
6,886,976
740,859
469,212
739,491
515,068
1,834,221
11,905
1,416,263
66,739

12,753,849 67,587

2,478,701 (67,587)

154,378 26,678

277,418 18,370
(1,743,687)
47,701)
(674,488)

(2,034,080) 45,048

7,520,817
(7,305,587)

215,230 0

659,851 (22,539)
7,655,000 472,905

§ 8314851 § 450,366




