Young people are getting involved and making a difference in Tulsa.

High School Involvement

Tulsa high school students are giving back to the community by
getting involved in mentoring programs, community service initiatives
and volunteering for non-profit organizations.

Tulsa and Union Public Schools have joined together in programs
such as the High School Beautification Program and the Dropout
Prevention Summit panel creating activities for students to participate
in that focus on education, public safety and sustainability.

rane” A New Kind of Energy.
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Independent Accountants’ Report on Financial Statements
and Supplementary Information

The Honorable Mayor and City Council
City of Tulsa, Oklahoma
Tulsa, Oklahoma

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund and the aggregate
remaining fund information of the City of Tulsa, Oklahoma (the City) as of and for the year ended

June 30, 2009, which collectively comprise the City’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City’s management. Our responsibility
is to express opinions on these financial statements based on our audit. We did not audit the financial
statements of the Tulsa Development Authority (TDA) and the Tulsa Industrial Authority (TIA), which
are discretely presented component units of the City. The financial statements of TDA and TIA, which
collectively comprise 3% of total assets and .3% of program revenues of the aggregate discretely
presented component units, were audited by other accountants whose reports have been furnished to us
and our opinion, insofar as it relates to the amounts included for TDA and TIA, are based solely on the
reports of the other accountants. Also, we did not audit the financial statements of The Operations of The
BOK Center, as Managed by SMG, and The Operations of The Tulsa Convention Center, as Managed by
SMG, an agent operating these facilities (collectively, SMG), which are presented within the Arena and
Convention Fund. The financial statements of SMG, which collectively comprise 4% and 1% of total
assets and 22% and 3% of program revenues of the Arena and Convention Fund and the business-type
activities, respectively, were audited by other accountants whose reports have been furnished to us and
our opinion, insofar as it relates to the amounts included for SMG, are based solely on the reports of the
other accountant.

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

In our opinion, based on our audit and the reports of the other accountants, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented component units,
each major fund and the aggregate remaining fund information of the City of Tulsa, Oklahoma, as of
June 30, 2009, 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.

.
2® %%

Praxity,

MEMBER «°

L3
experience BKD IR

.
»
.



The Honorable Mayor and City Council
City of Tulsa, Oklahoma
Page 2

In accordance with Government Auditing Standards, we have also issued our report dated December 18,
2009, on our consideration of the City’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.

The accompanying management’s discussion and analysis, budgetary comparison information and
pension and postemployment information as listed in the table of contents are not a required part of the
basic financial statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited 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 on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The accompanying supplemental combining and
individual fund financial statements and schedules, as listed 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 by us and other auditors in the audit of
the basic financial statements and, in our opinion, based on our audit and the reports of other auditors, are
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

The accompanying information in the statistical section as listed on the table of contents has not been
subjected to the procedures applied in the audit of the basic financial statements and, accordingly, we

€xpress no opinion on it.
B /(ﬂ L

December 18, 2009



City of Tulsa, Oklahoma
Management’s Discussion and Analysis
June 30, 2009

As management of the City of Tulsa, Oklahoma (the City), we offer readers of the City’s financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended June 30, 2009. We
encourage readers to consider the information presented here in conjunction with our letter of transmittal in the
Introductory Section of this report and the City’s financial statements, which follow this management’s discussion
and analysis. All amounts, unless otherwise indicated, are expressed in thousands of dollars and references to a
year, such as 2009, contain an implied reference to the fiscal year, such as “fiscal year 2009.”

Financial Highlights

Government-Wide Financial Statements

The primary government’s net assets increased 4.4% or $70.9 during 2009 compared to an increase of
$158.5 million during 2008. Public safety and protection expenditures decreased $8.9 million during 2009
compared to an increase of $28.6 million during 2008. Public works and transportation expenditures
increased by $10.0 million during 2009 compared to a decrease of $25.5 million during 2008. Culture and
recreation expenditures decreased $3.7 million during 2009 compared to a decrease of $2.4 million during
2008. Social and economic development expenditures experienced little change during 2009 compared to
$2.6 million increase during 2008. Investment earnings decreased $4.5 million during 2009 compared to an
increase of $5.7 million during 2008. Revenue from capital grants and contributions decreased $13.3
million during 2009 compared to a $32.8 million decrease during 2008. Revenue from operating grants and
contributions decreased $13.8 million during 2009 compared to a $6.5 million increase during 2008. The
business-type activities net assets increased by $46.0 million during 2009, compared to a $207.8 million
increase during 2008. The net assets of the business-type activities of the Tulsa Public Facilities Authority
(a blended component unit of the City) increased by $24.4 million, primarily attributable to capital
contributions related to the expansion of the convention center and completion of the Bank of Oklahoma
Events Center (BOK Center). Stormwater management net assets increased by $25.2 million owing to
increased investment in capital assets.

In 2009, governmental activities’ sales tax revenue decreased $3.3 million owing to the declining economy.
Property tax revenue increased by $4.6 million as tax assessments for bonded debt and judgments
continue to rise.

In 2009, the City issued $48.5 million of general obligation bonds. Proceeds will be used to fund capital
projects.

Investment income fell $4.5 million for the primary government, an 18.8% decrease. Market interest rates
continued to fall throughout the year.

The City’s primary government expenses decreased from 2008 by $9.3 million, or 2.3%. Of this decrease,
$8.9 million resulted from decreased expenses for public safety and protection, decreased by $3.7 million
for culture and recreation, and decreased $5.0 million for administration and support expenses. Partially
offsetting the decreases were increased expenses for public works and transportation of $10 million.

Fund Financial Statements - Major Governmental and Proprietary Funds

Governmental funds reported a combined fund balance of $290.4 million, up 1.0% from 2008. The General
Fund’s fund balance decreased $0.5 million to $50.5 million. In addition, other notable changes follow:

General Fund use tax revenue decreased 0.4% as economic activity and development reflected reduced
growth in the Tulsa area.

Capital project infrastructure expenditures in Sales Tax Funds decreased by $17.4 million which was
anticipated in the annual budget.

MDA - 1



City of Tulsa, Oklahoma
Management’s Discussion and Analysis
June 30, 2009

The Bond Fund balance decreased $4.7 million after receiving the proceeds from the General Obligation
bond issue and spending $42.7 million in capital outlays. Capital project expenditures in the Bond Funds
increased by $2.8 million primarily for infrastructure projects.

Public works and transportation expenditures increased from 2008 by 11.0% as a result of a $10.0 million
increase in sales-tax funded projects.

Administrative and support expenditures decreased from 2008 by 14.7% owing to hiring freezes and other
realized efficiencies.

Stormwater management fund incurred an operating loss of $1.9 million while receiving $11.6 million from
governmental funds for additional capital improvements to the stormwater management system. Combined
with non-operating revenue from grants and investment income, this resulted in a $25.2 million increase in
net assets.

The Golf Courses’ fund revenues and expenses increased by 61.2% and 12.4%, respectively from 2008.
The increases reflect the first full year of operation after the courses reopened upon completion of
improvements that resulted in closures in prior fiscal periods. Transfers into the fund were $0.4 million. Net
assets experienced a $0.4 million decrease for the year. The golf courses are operated by an independent
third party management company, resulting in the City’s reduced expenditures.

One Technology Center contributed lease revenue of $5.8 million in its second year of operation, an
increase of $3.3 million.

BOK Center contributed $10.3 million in revenue in its first full year of operation as a business type activity,
up $9.2 million from the previous year. Major entertainment events were booked contributing to its success.
Convention Center revenue doubled from $275 thousand to $550 thousand in event revenue while
undergoing renovations.

Debt Offerings

General Obligation Bonds — In June 2009, the City issued General Obligation bonds in the amount of $48.5
million the proceeds of which are to be used for street improvements, sanitary sewer improvements and
storm water improvements. The bonds will be repaid 93.5% from the City’s sinking fund and 6.5% from the
TMUA Sewer Fund.

Revenue Bonds — The Tulsa Metropolitan Utility Authority issued $21.5 million in revenue bonds to fund the
construction, acquisition and equipping of certain capital improvements to the City’s water treatment and
distribution system. The revenue bonds are special obligations of the Authority secured by a pledge of the
revenues derived by the Authority.

Promissory notes — The Tulsa Metropolitan Utility Authority Sewer Fund issued promissory notes in the
amount of $12.8 million and the TMUA Water Fund issued promissory notes in the amount of $209. The
proceeds of these notes are to be used for improvements to the wastewater and water systems. These
loans from the Oklahoma Water Resources Board are collateralized by a first lien and security interest in
the TMUA's wastewater treatment system, water distribution system, and the associated revenues.

MDA - 2



City of Tulsa, Oklahoma
Management’s Discussion and Analysis
June 30, 2009

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s financial statements, comprising
the following three components:

1. Government-wide financial statements
2. Fund financial statements
3. Notes to the financial statements including other supplementary information

Government-Wide Financial Statements

Government-wide financial statements are designed to provide readers with a broad overview of the City’s finances,
similar to private-sector business.

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

The statement of activities presents information showing how the government’s net assets changed during the 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 the cash flows. Thus, revenues and expenses reported in this statement for some items will only
result in cash flows in future fiscal periods (for example, uncollected taxes and earned but unused vacation leave).

The government-wide financial statements of the City are divided into three categories:

. Governmental activities - Most of the City’s basic services are included here, such as public safety
and protection, social and economic, public works and transportation, culture and recreation, and
administrative and support functions. Sales, use, and property taxes, charges for services, and state
and federal grants finance most of these activities.

. Business-type activities - The City charges fees to customers to help it cover the costs of certain
services it provides. The City’'s Arena, One Technology Center, Golf Course and Stormwater
Management operations are included here.

. Discretely presented component units - The City includes nine other entities in its report— Tulsa
Metropolitan Utility Authority, Tulsa Authority for Recovery of Energy, Tulsa Airports, and the Other
Component Units comprising of the Tulsa Development Authority, Metropolitan Tulsa Transit Authority,
Tulsa Industrial Authority, Tulsa Parking Authority, Tulsa Performing Arts Center Trust, and the new
Tulsa Stadium Trust. Although legally separate, these “component units” are important because the
City is financially accountable for them.

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 uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements, State law and bond covenants. The fund financial statements provide the

reader with information about the City’s most significant funds—not the City as a whole.

The funds of the City are divided into three categories:
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City of Tulsa, Oklahoma
Management’s Discussion and Analysis
June 30, 2009

Governmental funds — Most of the City’s basic services are included in governmental funds, which
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out
and (2) the balances left at year-end that are available for spending. Consequently, the governmental
funds statements provide a detailed short-term view that helps one determine whether there are more
or fewer financial resources that can be spent in the near future to finance the City’'s programs.
Because this information does not encompass the additional long-term focus of the government-wide
statements, we provide additional information at the bottom of the governmental funds statement, or
on the subsequent page, that explains the relationships (or differences) between them.

Proprietary funds — Services for which the City charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long and
short-term financial information.

e In fact, the City’'s enterprise funds (one type of proprietary fund) are used to report the same
functions presented as business type activities in the government-wide financial statements, but
with additional detailed information, such as cash flows.

e We use internal service funds (the other type of proprietary fund) to report activities that provide
supplies and services for the City’s other programs and activities.

Fiduciary funds — The City is the trustee, or fiduciary, for its employees’ pension plans. Fiduciary
activities are reported in a statement of fiduciary net assets and a statement of changes in fiduciary net
assets. We exclude these activities from the City’s government-wide financial statements because the
City cannot use these assets to finance its operations.

Notes to the Financial Statements - The notes to the financial statements 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 are located immediately following the basic financial statements.

Required supplementary information - In addition to the basic financial statements and accompanying notes, this
report presents two categories of required supplementary information (“RSI”) following the notes.

We show the City’s progress in funding its obligation to provide pension benefits to its employees

We show General Fund compliance with the budget.

Other information - Combining statements, which include nonmajor governmental funds, internal service funds,
and nonmajor discretely presented component units are presented immediately following the RSI.

Government-Wide Financial Analysis

Net Assets of the City of Tulsa -- As of June 30, 2009, the City’s combined net assets amounted to $1.69 billion,
with $1.78 billion in the form of capital assets. Capital assets increased $109.3 million as additions of capital assets
exceeded depreciation and retirements. Governmental activities’ net assets increased $24.8 million and Business-
type activities’ net assets increased $46.0 million.
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City of Tulsa, Oklahoma
Management’s Discussion and Analysis
June 30, 2009

Governmental Business-type
Activities Activities Total
2009 2008 2009 2008 2009 2008
Current and other assets $ 417,641 $ 437,756 $ 51,096 $ 64,848 $ 468,737 $ 502,604
Capital assets 1,192,185 1,144,000 585,517 524,387 1,777,702 1,668,387
1,609,826 1,581,756 636,613 589,235 2,246,439 2,170,991
Current and other liabilities 97,025 112,165 19,377 16,351 116,402 128,516
Long-term liabilities 347,029 328,646 91,457 93,146 438,486 421,792
444,054 440,811 110,834 109,497 554,888 550,308
Net assets:
Invested in capital assets,
net of related debt 994,907 987,103 501,416 457,012 1,496,323 1,444,115
Restricted 132,695 134,638 9,482 13,582 142,177 148,220
Unrestricted 38,170 19,204 14,881 9,144 53,051 28,348

$ 1,165,772 $ 1,140,945 $ 525779 $ 479,738 $ 1,691,551 $ 1,620,683

Highlights - The City possesses sufficient funds to meet requirements for cash outlays in the next year, and
possesses the financial capacity to meet its long-term obligations in the years to come.

The net assets of Business-type activities increased 9.6% to $525.8 million in 2009 from $479.7 million in 2008,
which included unrestricted net assets of $14.9 million and $9.1 million at June 30, 2009 and 2008, respectively.

The City’s total revenues decreased 15.2% to $515.0 million in 2009. Sales Taxes, the largest revenue category,
declined to $207.3 million in 2009 from $210.6 million in 2008. The decrease is a result of the economic downturn.
Property taxes increased to $39.1 million in 2009 from $34.5 million in 2008, satisfying debt service requirements on
recent general obligation bond issues.

Program revenue generated $182.7 million, consisting of charges for services, federal and state grants, and other
contributions, down from $272.8 million in 2008. Capital grants revenue declined by $90.3 million while revenue for
services grew by $13.9 million. Operating grant revenue declined $13.8 million.

Business-type activity revenues totaling $40.2 million now include revenue generated by the One Technology
Center and the BOK and Convention Centers totaling $5.8 million and $10.3 million respectively. Stormwater
revenues increased $2.1 million or 11.0%. Fees collected at the City’s two thirty-six holes golf courses increased by
61.2% to $2.7 million in their first full year of operation after reopening upon the completion of improvements.

Expenses for the primary government decreased 2.3% to $389.6 million. The City’s expenses cover a range of
services, including public safety, public works, culture and recreation, and social and economic programs.
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