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Executive Summary 

This lecture examines the intricacies of Pottawatomie County’s financial management practices as 
revealed through its audit documents and estimates of needs. We explore the structural components of 
the county’s financial statements, the dynamics behind revenue sources and property valuations, and 
critical areas such as the persistent 90% estimation in the health fund—a practice flagged as a material 
weakness. We also discuss the balancing act between local revenue generation and intergovernmental 
transfers, emphasizing risk management strategies that ensure fiscal resilience. Ultimately, the analysis 
reinforces that these financial documents are not mere numbers but a narrative that informs public 
accountability and civic engagement. 

 

1. Introduction and Background 

Pottawatomie County’s financial records—from 2013 through 2024—offer a window into public financial 
management at the local government level. These documents include: 

● Financial Statements: Detailing assets, liabilities, revenues, and expenditures. 
● Audit Reports: Providing an independent review of financial practices and highlighting areas of 

concern. 
● Estimates of Needs: Guiding budgetary allocations and fiscal planning. 

Understanding these components is crucial for stakeholders—from county officials to informed 
citizens—as they reflect both current practices and long-term strategies for managing public funds. 

 

2. Overview of Financial Statements 

A. Structure and Components 

● Assets and Liabilities: The statements capture the county’s holdings (buildings, equipment, 
property) versus its obligations (debts, liens, and other liabilities). 

● Revenue Streams: Revenue is sourced primarily from property taxes, service fees (permits, 
licenses), and intergovernmental transfers. 

● Expenditure Patterns: Detailed breakdowns reveal spending on essential services such as 
police, fire, and public works. 
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B. The General Fund and Special Funds 

● General Fund: Serves as the central operating account covering daily operations. 
● Special Revenue Funds: Designated for specific purposes, such as highway maintenance, 

emergency medical services, and targeted projects (e.g., school sales tax funds). 

The layered nature of these accounts highlights how funds are compartmentalized to ensure both 
accountability and strategic allocation. 

 

3. In-Depth Analysis of Key Financial Areas 

A. The Health Fund and the 90% Estimation Anomaly 

● Issue Identified: Repeated use of a 90% estimation basis for forecasting revenue in the health 
fund has been a recurring theme. 

● Implication: Flagged as a material weakness in the 2015 audit, this method raises questions 
about whether revenue is overestimated or if expenses are being underestimated. Such a 
practice might skew budget expectations and impact essential public health services. 

● Discussion Points: 
○ Budget Reliability: How accurate forecasting can influence service delivery. 
○ Potential Adjustments: Strategies for recalibrating estimation methods to better reflect 

actual fiscal conditions. 

B. Trends in Property Valuation 

● Observed Trends: Property valuations have shown significant fluctuations. For instance, total 
property valuation increased from approximately $341.7 million in 2014 to $428.0 million in 2021. 

● Breakdown of Property Types: 
○ Real Property: Includes residential, commercial, and land valuations. 
○ Personal Property: Encompasses movable assets like vehicles and equipment. 
○ Public Service Property: Refers to assets used in providing county services. 

● Implications for Revenue: These valuations directly influence property tax revenue. In periods 
of rapid increase, there may be opportunities for additional funding; conversely, declines could 
precipitate budget shortfalls. 

C. Special Revenue and Reward Funds 

● Special Revenue Funds: These are earmarked for particular projects or services. For example, 
funds may be allocated for building new parks or enhancing infrastructure. 

● Reward Fund: A less expected component, sometimes linked to initiatives like crime prevention. 
Its presence indicates an additional layer of fiscal strategy aimed at incentivizing specific 
outcomes. 
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D. Balancing Local and External Revenue Sources 

● Local Revenue Sources: Primarily property and sales taxes. Their stability can be vulnerable to 
economic cycles. 

● Intergovernmental Transfers: Supplement local funds by providing external financial support 
from state or federal sources. 

● Risk Management: The combination of diverse revenue streams—and the maintenance of 
reserve funds (“rainy day funds”)—is vital. It ensures that the county can absorb shocks, such as 
a housing market boom or downturn, without jeopardizing essential services. 

 

4. Risk Management and Fiscal Resilience 

A. Economic Fluctuations 

● Impact of Market Variations: Sharp increases in property values may lead to windfall revenues 
but can also tempt overspending. Conversely, a downturn (e.g., recession or natural disaster) 
might drastically reduce expected income. 

● Strategic Reserves: Maintaining reserve funds is essential. They act as buffers to sustain county 
operations during unexpected revenue dips or increased expenditure demands. 

B. Accountability and Transparency 

● Audit Recommendations: Auditors act as financial detectives, not only identifying weaknesses 
(e.g., the 90% health fund estimation) but also recommending corrective measures. 

● Public Engagement: Informed citizens, aware of these financial dynamics, are better equipped 
to hold elected officials accountable, ensuring transparency in how funds are allocated and spent. 

 

5. Conclusions and Recommendations 

Key Takeaways 

● Narrative Beyond Numbers: Financial statements are narratives that reveal the county’s 
priorities, challenges, and strategic responses. 

● Health Fund Scrutiny: The persistent 90% estimation method warrants a review to align budget 
forecasts with actual performance, ensuring that health services are not compromised. 

● Property Valuations: Trends in property valuation have broad implications—from property tax 
revenue to overall fiscal health—and should be monitored closely. 

● Revenue Diversification: A balanced mix of local revenues and intergovernmental transfers, 
coupled with adequate reserve funds, is essential for financial resilience. 

 
 

Disclaimer: This summary is presented in a formal, academic style, reflecting both legal and community perspectives. The findings herein are based on the data compiled in 
the Research and do not constitute legal advice. The opinions expressed regarding municipal failures are those of the investigator(s) and do not necessarily represent an official 

stance by any governing body. 
3 



Pottawatomie County Board of Commissioners Estimate of Needs & Financial Statements Audit 

Integrity of the Game vs Economic Impact (Politics); The Oklahoma Business Plan 

Recommendations for Policy and Practice 

● Revise Forecasting Models: Update estimation methodologies, especially for the health fund, to 
reflect more realistic revenue and expense projections. 

● Enhance Transparency: Increase public access to financial reports and encourage active 
participation in county meetings to foster civic oversight. 

● Monitor Economic Indicators: Regularly assess property market trends and adjust fiscal 
policies accordingly to safeguard against economic volatility. 

● Strengthen Reserve Policies: Ensure that reserve funds are robust enough to cushion the 
county during unexpected fiscal downturns. 

 

Final Thoughts 

Pottawatomie County’s financial documents offer a rich case study in public financial management. They 
underscore the importance of accurate forecasting, diversified revenue streams, and proactive risk 
management. For students, policymakers, and civic leaders, the insights derived from these audits 
emphasize that understanding public finance is not just about crunching numbers—it’s about shaping a 
transparent, accountable, and resilient governance structure. 
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