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November 9, 2007

The Board of Trustees
McGee Creek Authority

The McGee Creek Authority (Authority) audited annual financial report (annual report) provides a comprehensive overview of the
Authority's financial position and the results of operations during the past fiscal year. It complies with reporting requirements
specified by Oklahoma Statutes and the dictates of effective financial management practices. The Oklahoma City Finance
Department, Accounting Services Division, prepared this report in compliance with accepted accounting principles generally
accepted in the United States of America (US GAAP). ltis fairly stated in all material respects. Responsibility for the accuracy of
the reported information and the completeness and fairness of the presentation, including disclosures, rests with the Authority’s
management.

The Authority's annual report includes the report of independent certified public accountants, management’s discussion and
analysis, financial statements, and related notes. Management’s narrative on the financial activities of the Authority for the fiscal
year ended June 30, 2007, is in the management’s discussion and analysis (MD&A\) section of this report, immediately following
the report of independent certified public accountants. The Authority's reporting entity is comprised of financial and operating
activities conducted within the legal framework of the Authority. See Note I. B for additional information related to the basis of
presentation and relationship to the City.

Historically, the primary activity of the Authority has been financing the purchase of water storage rights at the McGee Creek
Reservoir. The participants in the Authority are the Southern Oklahoma Development Trust, the City of Atoka, Atoka County, the
Oklahoma City Water Utilities Trust (OCWUT), and the City of Oklahoma City. Water utility revenues of the OCWUT, via the
agreement of support, currently fund Authority operations and debt service.

The City of Oklahoma City includes the Authority in its comprehensive accounting and budgetary system. Interim financial
statements provide Authority management and other interested readers with regular financial analyses. Additionally, the

Authority's management maintains budgetary controls to ensure compliance with legal provisions.

In compliance with statutory requirements, the Authority engaged Grant Thornton LLP to conduct its annual audit. The Authority
acknowledges the professional and competent services of its independent certified public accountants.

Respectfully submitted:

Marsha Slaughter Bret Weingart
General Manager The City of Oklahoma City
Utilities Department
. Assistant Director
/&N@&M;?/
Glen D. Earley, CPA
The City of Oklahoma City
Controller




Grant Thornton &

Accountants and Business Advisors

Report of Independent Certified Public Accountants

The Board of Trustees
McGee Creek Authority

We have audited the accompanying statements of net assets and the related statements of revenues, expenses and
changes in net assets and cash flows of the McGee Creek Authority (the Authority), a component unit of the City of
Oklahoma City, as of and for the years ended June 30, 2007 and 2006, which collectively comprise the Authority’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of the Authority’s
management. Our responsibility is to express opinions on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America as
established by the American Institute of Certified Public Accountants and the standards applicable to financial audits
contained in Gowrmrent 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 consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Authont}fs internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and the significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the McGee Creek Authority as of June 30, 2007 and 2006, and the respective changes in financial position
and cash flows thereof for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Gowrment Awudinng Standards, we have issued our report dated November 9, 2007 on our
consideration of the Authority’s internal control over financial reporting and on our test 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 the 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 Gowrment Awuditing Standards and should be considered in
assessing the results of our audits.

The management’s discussion and analysis on pages 2 through 5 is not a required part of the basic financial statements
but is supplementary information required by accounting principles generally accepted in the United States of America.
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.

Oklahoma City, Oklahoma
November 9, 2007

One Leadership Square

211 North Robinson, Suite 1200
Oklahoma City, OK 73102-7148
T 405.218.2800

F 405.218.2801

W www.grantthornton.com

Grant Thornton LLP
US Member of Grant Thornton International



MANAGEMENT'S DISCUSSION AND ANALYSIS MCGEE CREEK AUTHORITY
June 30, 2007

MANAGEMENT’S DISCUSSION AND ANALYSIS

Within this section of the McGee Creek Authority (Authority) annual financial report, the Authority's management provides
narrative discussion and analysis of the financial activities of the Authority for the fiscal year ended June 30, 2007. The
Authority's financial performance is discussed and analyzed within the context of the accompanying financial statements and
disclosures following this section. Introductory information is available in the transmittal letter which precedes
Management’s Discussion and Analysis. The Authority is a component unit of the City of Oklahoma City (City). See Note I.
B. for information about this relationship.

Financial Summary

e Authority assets exceeded liabilities by $1,608,002 (net assets) for the fiscal year reported. This compares to the
previous year when assets exceeded liabilities by $1,642,497.

e Total liabilities for the Authority decreased by $2,419,404 to $69,565,776 during the fiscal year.

e Total net assets are comprised of the following:
(1) Capital assets of $833,033 include property and equipment, net of accumulated depreciation.
(2) Net assets of $3,701,807 are restricted by constraints imposed from outside the Authority such as debt covenants.
(3) Unrestricted net assets (deficit) are ($2,926,838).

Overview of the Financial Statements

Management’s Discussion and Analysis introduces the Authority's basic financial statements. The basic financial statements
include: (1) statement of net assets, (2) statement of revenues, expenses, and changes in net assets, (3) statement of cash
flows, and (4) notes to the financial statements.

Basic Financial Statements

These statements provide both long-term and short-term information about the overall status of the Authority. Financial
reporting for the Authority uses a perspective similar to that found in the private sector with its basis in full accrual
accounting.

The first of these basic financial statements is the Statement of Net Assets. This is the statement of position presenting
information that includes all of the Authority's assets and liabilities, with the difference reported as net assets. Increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the Authority as a whole is
improving or deteriorating.

The second statement is the Statement of Revenues, Expenses, and Changes in Net Assets, which reports how the Authority's
net assets changed during the fiscal year. All current year revenues and expenses are included regardless of when cash is
received or paid.

The Statement of Cash Flows reports the inflows and outflows of cash.

The Authority reports services for which the Authority charges customers a fee. Services are provided to customers external
to the Authority consisting primarily of water utility services.

Financial Analysis

The Authority's net assets at June 30, 2007, are $1,608,002. This is a decrease of $34,495 over fiscal year 2006 net assets of
$1,642,497. The Authority's overall financial position diminished during the 2007 fiscal year.

The table on the following page provides a summary of the Authority's net assets:



MANAGEMENT'S DISCUSSION AND ANALYSIS MCGEE CREEK AUTHORITY
June 30, 2007
Summary of Net Assets
2007-2006 2007-2006 2006-2005 2006-2005
Amount % Amount %
2007 2006 Change Change 2005 Change Change
Current and other assets $70,340,745 $73,018,974 (%$2,678,229) (3.7%) $75,446,496 ($2,427,522) (3.2%)
Capital assets 833,033 608,703 224,330 36.9 462,440 146,263 316
Total assets 71,173,778 73,627,677 (2,453,899) (3.3) 75,908,936 (2,281,259) (3.0)
Long-term liabilities 64,804,966 67,389,512 (2,584,546) (3.8) 69,818,765 (2,429,253) (3.5)
Other liabilities 4,760,810 4,595,668 165,142 3.6 4,557,525 38,143 .8
Total liabilities 69,565,776 71,985,180 (2.419.404) (3.4) 74,376,290 (2,391,110) (3.2)
Net assets:
Invested in capital assets 833,033 608,703 224,330 36.9 462,440 146,263 31.6
Restricted for debt service 3,701,807 3,676,698 25,109 N 3,671,591 5,107 A
Unrestricted (2,926,838) (2,642,904) (283,934) (10.7) (2,601,385) (41,519) (1.6)
Total net assets $1,608,002 $1,642,497 ($34,495) (2.1) $1,532,646 $109,851 7.2

Net assets decreased by $34,495 during fiscal year 2007 primarily due to an increase in electrical costs from $81,000 in 2006
to $333,000 in 2007. This increase in costs is due to drought conditions and Oklahoma City’s increased need for water
pumped to Lake Draper from the southeastern water supply.

The following table provides a summary of the Authority's changes in net assets:

Operating revenues:
Charges for services
Water charges

Non-operating revenues:
Payments from the OCWUT
Investment income
Other non-operating

Total revenues

Expenses:
Water utilities

Change in net assets
Beginning net assets
Ending net assets

Summary of Changes in Net Assets

2007-2006

Amount

2007 2006 Change
$150,973 $142,738 $8,235
4,020,513 4,052,630 (32,117)
589,285 551,859 37,426
- 6,766 (6,766)
4,760,771 4,753,993 6,778
4,795,266 4,644,142 151,124
(34,495) 109,851 (144,346)
1,642,497 1,532,646 109,851
$1,608,002 $1,642,497 ($34,495)

2007-2006
%
Change

5.8%

(:8)
6.8
(100.0)
1

3.3

(131.4)
72
(21)

2006-2005 2006-2005
Amount %
2005 Change Change
$114,483 $28,255 24.7%
5,081,915 (1,029,285) (20.3)
544,074 7,785 1.4
14,000 (7,234) (51.7)
5,754,472 (1,000,479) (17.4)
4,922,270 (278,128) (5.7)
832,202 (722,351) (86.8)
700,444 832,202 118.8
$1,532,646 $109,851 7.2

Charges for services increased in both fiscal years 2007 and 2006 as a result of increased usage due to drought conditions.
As previously discussed, an increase in electrical costs negatively impact ending net assets.



MANAGEMENT'S DISCUSSION AND ANALYSIS MCGEE CREEK AUTHORITY
June 30, 2007

Capital Assets and Debt Administration
Capital Assets

The Authority's investment in capital assets, net of accumulated depreciation, as of June 30, 2007, was $833,033. Refer to
the following table for a summary of changes to the capital assets.

Capital Assets
Net of Accumulated Depreciation

2007-2006 2007-2006 2006-2005 2006-2005
Amount % Amount %
2007 2006 Change Change 2005 Change Change
Non-Depreciable Assets:
Land $57,500 $57,500 $- -% $50,000 $7,500 15.0%
Construction in progress 100,000 96,340 3,660 3.8 96,340 - -
Depreciable Assets:
Buildings 156,326 68,583 87,743 127.9 36,914 31,669 85.8
Improvements other than buildings 456,375 320,477 135,898 424 199,090 121,387 61.0
Furniture, machinery, and equipment 62,832 65,803 (2,971) (4.5) 80,096 (14,293) (17.8)
Totals $833,033 $608,703 $224,330 36.9 $462,440 $146,263 31.6

Changes in capital assets include improvements to the pump station, cathodic protection and building roofing projects
completed in the amount of $96,340. Improvements other than buildings increased $135,898 from $320,477, net of
depreciation. Furniture, machinery, and equipment additions of $12,002 were offset by depreciation in the amount of
$14,973.

Long-term debt

The McGee Creek Authority Water Revenue Bonds, Series 1992 (Bonds) were issued to repay construction costs to the
Federal government for the McGee Creek water reservoir. These bonds are secured by an agreement of support between the
Authority and the Oklahoma City Water Utilities Trust (OCWUT). Pursuant to this agreement dated December 1, 1992,
OCWUT granted a security interest in its revenues that are not required for debt service, reserves other outstanding
requirements, and operations and maintenance expenses of OCWUT. OCWUT is required under the terms of the agreement
to transfer the funds necessary to pay the principal and interest due annually. It is anticipated that the water system revenue
received by OCWUT will be used to repay the obligation. See Note II. B. 1. for an expanded description of this agreement.

At the end of the 2007 fiscal year, the Authority had total bonded debt outstanding of $67,205,000. The change in
outstanding debt for both 2007 and 2006 is the result of the regularly scheduled debt service payment.

The Authority transferred water rights of the reservoir to the OCWUT. OCWUT revenues substantially pay principal and
interest on the Bonds through subsidies to the Authority.

The general bond indenture provides that the trustees of the Authority will generate an amount annually to equal 100% of the
annual principal and interest requirements on the Bonds for the year, plus generate an amount necessary to comply in all
respects with the terms and provisions of the Bond indenture. Amounts received from OCWUT are considered in
determining the amount needed to comply with the indenture requirements.



MANAGEMENT'S DISCUSSION AND ANALYSIS MCGEE CREEK AUTHORITY
June 30, 2007

Bond Ratings

Authority bonds are rated Aaa and AAA by Moody's and Standard and Poor's rating agencies, respectively. These ratings
reflect bond insurance and are disclosed on the face of the official statements for the bonds. Bond ratings have not changed
since issuance.

Outstanding Bonds

2007-2006 2007-2006 2006-2005 2006-2005
Amount % Amount %
2007 2006 Change Change 2005 Change Change
Revenue bonds $67,205,000 69,675,000  (%$2,470,000) (3.5%) $72,005,000 ($2,330,000) (3.2%)

See Note Il. B. 1. for additional information about the Authority's long-term debt.
Utility Rates

In fiscal year 2003, the OCWUT authorized and funded a cost of service and rate design analysis. This analysis was
completed in early 2004. On December 2, 2003, the OCWUT received a report by its financial advisor, Public Financial
Management, Inc. (PFM), on an updated financial plan and approved a scenario for implementation. On February 3, 2004,
the OCWUT received a cost-of-service and rate design report by Thompson & Associates. This report and analysis showed
water and wastewater rate adjustments of 3.00% and 3.15%, respectively, implemented each October 1, for years 2004, 2005,
and 2006 would be sufficient to meet estimated expenses. To provide adequate revenues to meet anticipated expenditures for
operations, debt service, and capital improvements as forecast for fiscal years 2005-2007, the OCWUT and the City Council
approved these new rate adjustments on August 3, 2004.

On January 17, 2006, the OCWUT received an updated report by staff and its financial advisor, PFM, with updated financial
plan scenarios. OCWUT adopted a resolution directing the General Manager and General Counsel to prepare ordinance
amendments to implement annual fee adjustments of 3.75 percent effective each October 1, for the years 2006 through 2009.
The fee adjustments are necessary to generate the minimum revenues required to pay the debt service associated with new
revenue bond issues for financing the utilities” capital programs during these years. On April 4, 2006, the City Council
approved these rate increases. See Long-term debt previously discussed for additional information of the impact of OCWUT
rates on the Authority.

Contacting the Authority's Financial Management

This financial report is designed to provide a general overview of the Authority's finances, comply with finance-related laws
and regulations, and demonstrate commitment to public accountability. If you have questions about this report or would like
to request additional information, contact the City’s Finance Department, Accounting Services Division, at 100 North
Walker, Suite 300, Oklahoma City, Oklahoma 73102.



STATEMENTS OF NET ASSETS
June 30,

MCGEE CREEK AUTHORITY

2007 2006
ASSETS
Current assets:
Cash $703,209 $875,943
Investments 3,684,423 3,648,589
Accounts receivable 37,631 24,596
Interest receivable 17,385 28,109
Receivable from the Oklahoma City Water Utilities Trust, current 2,695,000 2,542,500
Total current assets 7,137,648 7,119,737
Non-current assets:
Investments, non-current 6,652,500 6,652,500
Receivable from the Oklahoma City Water Utilities Trust, non-current 56,550,000 59,245,000
Deferred debt expense, net 597 1,737
Capital assets:
Land and construction in progress 157,500 153,840
Other capital assets, net of accumulated depreciation 675,533 454,863
Total non-current assets 64,036,130 66,507,940
Total assets 71,173,778 73,627,677
LIABILITIES
Current liabilities:
Accounts payable 114,799 25,219
Wages and benefits payable 6,787 5,091
Compensated absences, current 8,074 5,108
Bond interest payable 2,016,150 2,090,250
Bonds payable, current 2,615,000 2,470,000
Total current liabilities 4,760,810 4,595,668
Non-current liabilities:
Compensated absences, non-current 29,787 31,248
Intergovernmental payable 187,348 159,570
Bonds payable, non-current 64,590,000 67,205,000
Unamortized bond discount (2,169) (6,306)
Bonds payable, net of unamortized discount 64,587,831 67,198,694
Total non-current liabilities 64,804,966 67,389,512
Total liabilities 69,565,776 71,985,180
NET ASSETS
Invested in capital assets 833,033 608,703
Restricted for debt service 3,701,807 3,676,698
Unrestricted deficit (2,926,838) (2,642,904)
Total net assets $1,608,002 $1,642,497

See accompanying notes to financial statements.




STATEMENTS OF REVENUES, EXPENSES, AND MCGEE CREEK AUTHORITY
CHANGES IN NET ASSETS
For the Years Ended June 30,

2007 2006

OPERATING REVENUES
Charges for services:

Water charges $150,973 $142,738

Total operating revenues 150,973 142,738
OPERATING EXPENSES
Personal services 149,455 136,125
Maintenance, operations, and contractual services 392,149 137,778
Materials and supplies 76,209 50,230
Depreciation 37,998 30,537

Total operating expenses 655,811 354,670

Operating loss (504,838) (211,932)
NON-OPERATING REVENUE (EXPENSES)
Investment income 589,285 551,859
Interest on bonds (4,110,538) (4,259,444)
Amortization (1,140) (2,812)
Arbitrage (27,777) (27,216)
Other non-operating revenue - 6,766
Payments from the Oklahoma City Water Utilities Trust 4,020,513 4,052,630

Total non-operating revenue 470,343 321,783

Changes in net assets (34,495) 109,851
Total net assets, beginning 1,642,497 1,532,646
Total net assets, ending $1,608,002 $1,642,497

See accompanying notes to financial statements. 7
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