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INDEPENDENT AUDITOR’S REPORT

To the Town Council
Sterling, Oklahoma

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the business-type
activities of the Town of Sterling, Oklahoma, as of and for the year ended June 30, 2013, and the related notes
to the financial statements, which collectively comprise the Town’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions 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 Goverment 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 from material misstatement.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the business-type activities of the Town of Sterling, State
of Oklahoma, as of June 30, 2013, and the respective changes in financial position, and, where applicable,
cash flows thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 4-5 and 19 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 18, 2013, on
our consideration of the Town of Sterling, Oklahoma’s internal control over financial reporting and on 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 internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Town of Sterling, Oklahoma’s internal control over
financial reporting and compliance.
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TOWN OF STERLING, OKLAHOMA
Management Discussion and Analysis

Our discussion and analysis of the Town of Sterling's financial performance provided an overview of the
Town's financial activities for the year ended June 30, 2013.

Using the Audited Financial Statements

The financial statements consists of a series of financial statements. The Statement of Net Position and the
Statement of Activities provide information about the activities of the Town as a whole and present a
longer-term view of the Town's finances. For governmental activities, the fund financial statements tell how
these services were financed in the short term as well as what remains for future spending. Fund financial
statements also report the Town's operation in more detail than the government-wide statements by providing
information about the Town's most significant funds.

Reporting on the Town as a Whole

The Statement of Net Position and the Statement of Activities report information about the town as a whole
and about its activities in a way that helps answer the question, did the Town's financial condition improve or
deteriorate during the period in question. These statements include all assets and liabilities of the Town and
are prepared using the accrual basis of accounting. Revenues and expenses are recorded when earned and
incurred not when received. The government wide statements are broken up into two categories:
governmental activities and business activities. Governmental activities include police, fire, streets and
garbage services. Business activities are primarily water and sewer services.

Fund Financial Statements

The fund financial statements consist of the individual funds that are maintained by the Town. The general
fund accounts for most Town services including fire, town and street maintenance and garbage. The street
and alley fund accounts for street maintenance. The general fund and special revenue funds are classified as
governmental funds. The Sterling PWA accounts for the sale of water and sewer services. The Sterling PWA
is classified as an enterprise fund. What is not presented with the fund financial statements is any long-term
debt associated with the governmental funds nor are the fixed assets associated with the governmental funds
presented in the fund financial statements.

Presented at the bottom of the government wide financial statements is a reconciliation of the government
wide financial statements net position to the fund financial statements net assets and changes in fund net
assets.

(Unaudited)
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TOWN OF STERLING, OKLAHOMA

FINANCIAL DATA

Selected financial data from the Town's government wide financial statements as follows:

2013 2012
Total non capital assets $ 512,547 $ 415,850
Total capital assets $ 975,746 $ 957,708
Total current liabilities $ 44,441 $ 39,892

Total noncurrent liabilities -0- -0-

Net assets unrestricted $ 444,181 $ 343,599
Investment in capital assets net of related debt $ 975,746 $ 957,708
Revenues
Charges for services $ 48,804 $ 48,165
Grants and contributions $ 69,095 $ 135,510
Water and sewer $ 266,933 $ 262,094
Sales taxes $ 89,927 $ 79,384
Other taxes $ 30,926 $ 31,090
Interest and other $ 1,853 $ 14,485
Total revenues $ 507,538 $ 570,728
Expenses
General government $ 52,995 $ 63,516
Street maintenance § 15,631 $ 18993
Fire department $ 35,454 $ 41,705
Police department $ 34,934 $ 42445
Water and sewer $ 258,338 $ 253,527
Total expenses $ 397,352 $ 420,186
Change in net position $ 110,186 $ 150,542
Ending net position $1,443,852 $1,333,666

Analysis of Financial Position and Results of Operations

The overall financial condition of the Town of Sterling is good. The governmental funds continue to maintain a
high rate of liquidity with cash representing 37% of total assets. The business type funds have unrestricted cash
representing 15% of total assets. An inventory of fixed assets has been compiled and will continue to be
maintained in the future. Overall, the Town had a net gain of $110,186. Total unrestricted cash increased by
$103,175.

For the year ending June 30, 2013, there were no significant changes to the approved budget. There were
purchases of $76,897 in fixed assets.

(Unaudited)
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TOWN OF STERLING, OKLAHOMA

Statement of Net Position

Statement 1

June 30, 2013
Governmental Business-Type
Activities Activities Total
ASSETS
Cash and cash equivalents $173,925 $146,347 $ 320,272
Restricted cash 23,925 23,925
Receivables 14,795 19,555 34,350
Investments 15,000 119,000 134,000
Capital assets (net of depreciation) 303,901 671,845 975,746
Total assets $507,621 $980,672 $1.488,203
DEFERRED QUTFLOWS OF RESOURCES -0- -0- -0-
LIABILITIES
Accounts payable $ 5,186 $ 10,046 $ 15232
Compensated absences 2,353 2,931 5,284
Customer deposits 23.925 23,925
Total liabilities __1.539 _36.902 44,441
DEFERRED INFLOWS OF RESOURCES -0- -0- -0-
NET POSITION
Net investment in capital assets 303,901 671,845 975,746
Restricted for customer deposits 23,925 23,925
Unrestricted _196.181 _248.000 444,181
Total net position $500,082 $943,770 $1.443,852

The accompanying notes and opinion are an
integral part of these financial statements.
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Functions/Programs
Primary government
Governmental activities:
General government
Street maintenance
Fire department
Police department
Total governmental
activities

Business-type activities:
Water and sewer
Total business-type
activities

Total primary government

TOWN OF STERLING, OKLAHOMA

Statement of Activities

For the Year Ended June 30, 2013

Program Revenues

Charges for
Expenses Services

$ 52,995 $ 16,978
15,631
35,454

34,934 31.826

139,014 48,804

258.338 266933

258.338 266,933

$397352 3315737

General Revenues

Taxes:

Sales taxes

Other taxes
Transfers in/out
Interest income
Other

Total general revenues

Change in net position

Net position - beginning
Net position - ending

Net (Expense) Revenue and
Changes in Net Assets

Statement 2

Primary Government

Operating

Grants & Governmental Business-type

The accompanying notes and opinion are an
integral part of these financial statements.
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Contributions __Activities Activities Total

$24,095 (% 11,992) (¢ 11,922)

( 15,631 ( 15,631)

( 35,454) (  35454)

(___3.108) 3,108

24,095 ( 66,115) ( 66,115)

45,000 $ 53,595 53,595
45.000 53.595

$69,095 (_66.115) 53.595 ( 12,520)

89,927 89,927

30,926 30,926

-0- -0-

239 796 1,035

818 818

_121.910 796 122.706

55,795 54,391 110,186

444 287 889.379 1,333.666

$500.082  $943,770  $1.443.852



TOWN OF STERLING, OKLAHOMA

Balance Sheet
Governmental Funds

June 30,2013

General
Fund
ASSETS
Cash $160,401
Accounts receivable 14,795
Investments 15.000
Total assets $190,196
LIABILITIES
Accounts payable $ 5,186
Compensated absences 2353
Total liabilities 7.539
Fund balances 182.657
Total liabilities and fund balances $190,196

Reconciliation of total Governmental Fund Balance
to Net Assets of Governmental Activities June 30, 2013

Total Government Fund Balances

Amounts reported for governmental activities in the
statement of net position are different because:

Capital assets used in governmental activities are not
financial resources and therefore are not reported
in the funds.

Net position of Governmental Activities

Special
Revenue
Fund

$13,524

313,524

The accompanying notes and opinion are an

integral part of these financial statements.
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Statement 3

Total
$173,925

14,795
15,000

$203,720

$ 5,186
2,353
7.539

196.181

$203.720

$196,181

303,901

$500,082



Statement 4

TOWN OF STERLING, OKLAHOMA

Statement of Revenues, Expenditures and
Changes in Fund Balances
Governmental Funds

For the Year Ended June 30, 2013

Special
General Revenue
Fund Fund Total
Revenues
Taxes $113,953 $ 6,901 $120,853
Charges for services 48,804 48,804
Interest 1,057 1,057
Intergovernmental 24,094 24.095
Total revenues 187.908 6.901 194,809
Expenditures
Current operations:
General government 71,901 71,901
Street Maintenance 13,162 2,469 15,631
Fire department 20,013 20,013
Police department 34,934 34934
Total expenditures 140,010 2,469 142,479
Excess revenues and other resources
Over (under) expenditures and uses 47,898 4,432 52,330
Fund balances at beginning of year 134,759 9.092 143,851
Fund balances at end of year $182,657 $13,524 $196,181
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities For the Year Ended June 30, 2013
Net change in fund balances - total governmental funds $52,330
Governmental funds report capital outlays as expenditures.
However, in the Statement of Activities, the cost of those assets is
allocated over their estimated useful lives as depreciation expense.
Depreciation expense ( 20,594)
Capital outlays expended _ 24,059
Change in net position of governmental activities $ 55795

The accompanying notes and opinion are an
integral part of these financial statements.
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TOWN OF STERLING, OKLAHOMA

Statement of Net Position

ASSETS
Current assets
Cash - unrestricted
Cash - restricted
Accounts receivable
Investments
Total current assets
Noncurrent assets
Net capital assets
Total Assets

LIABILITIES AND NET POSITION
Current liabilities
Accounts payable
Compensated absences
Trust liability
Total current liabilities
Noncurrent liabilities
Total Liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for meter deposits
Unrestricted
Total Net Position
Total Liabilities and Net Position

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

Proprietary Fund
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Statement 5

$146,347
23,925
19,555
119,000
308,827

671.845
$980.672

$ 10,046
2,931
23.952
36,929

-0-
36,929

671,845

23,925
247,973
943,743

$980,672



Operating Revenues:
Water and sewer

Operating Expenses:
Personal services
Maintenance and operations
Depreciation
Total operating expenses
Operating income (loss)
Non operating revenues:
Interest
Grants
Change in net position

Net position beginning of year

Net position, end of year

Statement 6

TOWN OF STERLING, OKLAHOMA

Statement of Revenue Over Expenditures
and Changes in Net Position
Proprietary Fund Type

For the Year Ended June 30, 2013

$266.933

76,466
143,607
38,265
258338

8,595
796
45,000
54,391

889.379

$943,770

The accompanying notes and opinion are an
integral part of these financial statements.
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Statement 7

TOWN OF STERLING, OKLAHOMA

Statement of Cash Flows
Proprietary Fund

For the Fiscal Year Ended June 30, 2013

Cash flows from operating activities

Cash received from customers $269,836

Cash paid to employees ( 76,218)

Cash paid to suppliers (_142,595)
Net cash from operating activities 51,023

Cash flows from non-capital financing activities
Change in restricted cash 658
Net cash from non-capital financing activities 658

Cash flows from capital and related financing activities

Grants received 45,000
Acquisition of capital assets (_52,838)
Net cash from capital and related financing activities (__7.838)
Cash flows from investing activities
Interest income 796
Change in investments -0-
Net cash from investing activities 796
Net change in cash 44,639
Cash beginning of year 125,633
Cash end of year $170,272
Reconciliation of operating income to net cash from operating activities
Operating profit (loss) $ 8595
Depreciation 38,265
Change in accounts receivable 3,481
Change in accounts payable ( 251)
Change in compensated absences 933
Net cash from operating activities $ 51,023

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

-12-



Town of Sterling, Oklahoma
Notes to the Basic Financial Statements
For the Year Ended June 30, 2013

Note 1 - Summary of Significant Accounting Policies

Financial Reporting Entity

The Town of Sterling, Oklahoma is a statutory town Government under Oklahoma Statutes. The Town provides
the following services: public safety, streets and highways, sanitation, public improvements, utilities and general
administrative services.

The criteria used to determine which accounting entities, agencies, commissions, boards and authorities are part
of the Town's operations include how the budget is adopted, whether debt is secured by general obligation of the
Town, the Town's duty to cover any deficits that may occur, and supervision over the accounting functions. Any
separate accounting entities would be considered component units. There are no agencies, organizations or
activities meeting any of the above criteria that are excluded from the Town's reporting entity. As of June 30,
2013, the Town had only one component unit, the Sterling Public Works Authority.

Basis of Presentation-Fund Accounting
The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and accounting

entity with a self-balancing set of accounts, which are segregated for the purpose of carrying on specific activities
or attaining certain objectives in accordance with special regulations, restrictions or limitations.

Basis of Accounting

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net position and the statement of activities display information about the Town, the primary
government, as a whole. These statements distinguish between activities that are governmental and those that are
considered business-type activities.

The government-wide statements are prepared using the economic resources measurement focus and the accrual
basis of accounting. This is the same approach used in the preparation of the proprietary fund financial
statements but differs from the manner in which governmental fund financial statements are prepared. Therefore,
governmental fund financial statements include a reconciliation with brief explanations to better identify the
relationship between the government-wide statements and the statements for governmental funds.

The government-wide statement of activities presents a comparison between expenses, both direct and indirect
and program revenues for each segment of the business-type activities of the Town and for each governmental
program. Direct expenses are those that are specifically associated with a service, program or department and are
therefore clearly identifiable to a particular function. Indirect expenses for centralized services and
administrative overhead are allocated among programs, functions and segments using a full cost allocation
approach and are presented separately to enhance comparability of direct expenses between governments that
allocate direct expenses and those that do not. Program revenues include charges paid by the recipients of

the goods or services offered by the programs and grants and contributions that are restricted to meeting
the operational or capital requirements of a particular program. Revenues which are not classified as program
revenues are presented as general revenues. The comparison of program revenues and expenses identifies the
extent to which each program or business segment is self-financing or draws from the general revenues of the
Town.

-13-



FUND FINANCIAL STATEMENTS

Fund financial statements report detailed information about the Town. The focus of governmental and enterprise
fund financial statements is on major funds rather than reporting funds by type. Each major fund is presented in
a separate column. Non major funds are aggregated and presented in a single column.

GOVERNMENTAL FUNDS

All governmental funds are accounted for using accrual basis of accounting and the current financial resources
measurement focus. Under this basis revenues are recognized in the accounting period in which they become
measurable and available. Expenditures are recognized in the accounting period in which the fund liability is
incurred, if measurable.

Revenue Recognition

If applying the susceptible to accrual concept under the accrual basis, the following revenue sources are deemed
both measurable and available (i.e., collectible within the current year or within one month of year-end and
available to pay obligations for the current period). This includes investment earnings, income taxes withheld by
employers, estate taxes, fines and forfeitures and state-levied locally shared taxes (including motor vehicle fees).
Reimbursement due for federally funded projects are accrued as revenue at the time the expenditures are made, or
when received in advance, deferred until expenditures are made.

Other revenues, including licenses and permits, certain charges for services and miscellaneous income are
recorded as revenue when received in cash because they are generally not measurable until actually received.

Expenditure Recognition
The measurement focus of governmental fund accounting is on the decrease in net financial resources

(expenditures) rather than expenses. Most expenditures are measurable and are recorded when the related fund
liability is incurred. Allocations of costs, such as depreciation and amortization, are not recognized in the
governmental funds.

PROPRIETARY FUNDS

All proprietary funds are accounted for using the accrual basis of accounting. These funds account for operations
that are primarily financed by user charges. The economic resource focus concerns determining costs as a means
of maintaining the capital investment and management control. Their revenues are recognized when they are
earned and their expenses are recognized when they are incurred. Allocation of costs, such as depreciation, are
recorded in proprietary funds. The proprietary funds use standards issued by the Financial Accounting Standard
Board whenever possible, if no FASB pronouncement is applicable, then Government Accounting Standards
Board pronouncements are used.

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Town's cash and cash equivalents are considered to be cash on

hand, demand deposits and short-term investments with original maturities of three months of less for the date of
acquisition. Restricted cash consists of meter deposits.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the expenditures of
funds are recorded in order to reserve that portion of the applicable appropriation, is employed in the
governmental funds. Encumbrances are not recognized as the equivalent of expenditures; therefore, the reserve
for encumbrances is reported as part of the fund balance on the balance sheet However, it should be noted that
the Town did not recognize any outstanding reserves as of June 30, 2013.

Budget
In accordance with Oklahoma Statutes, Title 68, Section 2483, the Town Council formally adopts annual budgets

which include substantially all funds. These annual budgets are adopted on a basis consistent with the guidelines
established by the Oklahoma Municipal Code.

-14-



Risk Management
Significant losses are covered by commercial insurance for all Town operations.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

Subsequent Events
Management has evaluated subsequent events through August 18, 2013, which is the date the report was issued.

Note 2 - Deposits with Financial Institutions

The accounts of the Town are required by state law to be secured by collateral pledged by the financial institution
and/or FDIC insurance. The Town of Sterling is considered a separate entity from Sterling Public Works
Authority for FDIC deposit insurance.

In accordance with GABS No. 3, deposits are to be classified into the following three categories:

1. Insured of collateralize with securities held by the entity or by its agent or in the entity's name. (Referred to
as category 1)

2. Collateralized with securities held by pledging financial institution's trust department or agent in the entity's
name. (Referred to as category 2)

3. Uncollateralized, including any bank balance that is collateralized with securities held by the pledging
institution, or by its trust department or agent but not in the entity's name. (Referred to as category 3)

Note 3 - Capital Asset Activity

Balance Balance
June 30, 2012 Additions Retirements June 30, 2013
Governmental

Fire department $ 336,960 $ 24,059 $ 361,019
Police department 33,372 33,372
General government 304.877 304.877
Total governmental 675,209 24,059 699,268
Less: accumulated depr. (__374,773) (__20.594) (__395.367)
Net governmental 300,436 3.465 303,901
Proprietary 1,428,563 52,838 1,481,401
Less: accumulated depr. (__771.291) (_38.265) (__809.556)
Net proprietary 657.272 14.573 671,845
Total government-wide $ 957,708 $ 18,038 $ 975,746

Capital assets are depreciated over their estimated useful lives.
Current depreciation expense:

Governmental $20,594
Proprietary 38.265
Total $58,859

-15-



Note 4 - Investments

Investments in the Public Works Authority and Government Activities consist of:
Certificates of Deposit $134,000

All CD's are considered current and interest is at the current market rate.

Note 5 - Supplementary Information

Minor Funds combining statements are required to be presented as "Supplementary Information” with the total of
such funds presented in the body of the financial statements. However, the Town of Sterling has only one
Proprietary Fund and two Governmental Funds. All three of the funds are presented separately in the body of the
financial statements. Therefore, no "Supplementary Information" related to Major and Minor Funds is required.

Note 6

FASB ASC 820, Fair Value Measurements, provides a framework for measuring fair value that requires an entity
to determine the fair value based on exit price in the principal market for the asset or liability being measured.
Fair value is defined as the exchange price that would be received on the measurement date to sell an asset or the
price paid to transfer a liability in the principal or most advantageous market available to the entity in an orderly
transaction between market participants. The guidance also establishes a three level fair value hierarchy that
describes the inputs that are used to measure assets and liabilities.

¢ Level 1 Asset and Liability fair values are based on quoted prices in active markets for
identical assets and liabilities.

+ Level 2 Asset and Liability fair values are based on observable inputs that include quoted
market prices for similar assets or liabilities; quoted market prices that are not in an active
market; or other inputs that are observable in the market and can be corroborated by
observable market data by substantially the full term of the assets or liabilities.

o Level 3 asset and liabilities are financial instruments whose value is calculated by the use of
pricing models and/or discounted cash flow methodologies, as well as financial instruments
for which the determination of fair value requires significant judgment or estimation.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level or
any input that is significant to the fair value measurement. Valuation techniques used need to maximize the use
of the observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for investments measured at fair value at June 30,
2013.

The fair value of certificates are valued at face value.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Town believes its valuation
methods are appropriate and consistent with other market participants, the use of different methodologies or
assumptions to determine the fair value of certain financial instruments could result in a different fair value
measurement at the reporting date.
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The following table sets forth by level, within the fair value hierarchy, the Town's investments at fair value as of
June 30, 2013:

INVESTMENTS AT FAIR VALUE AS OF JUNE 10, 2013

Level 1 Level 2 Level 3 Total
Bank Certificates -0- $134,000 -Q- $134,000

Note 7 - Fund Balances and Net Assets

Fund Statements

Governmental fund equity is classified as fund balance. Since the City implemented GASB Statement 54 in the
current fiscal year, fund balance is further classified as nonspendable, restricted, committed, assigned and
unassigned. These classifications are defined as:

a. Nonspendable - includes amounts that cannot be spent because they are either (a) not in
spendable form or (b) legally or contractually required to be maintained intact.

b. Restricted - consists of fund balance with constraints placed on the use of resources either by
(1) external groups such as creditors, grantors, contributors, or laws or regulations of other
governments, or (2) laws through constitutional provisions or enabling legislation.

c. Committed - includes amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the Town’s highest level of decision-making
authority. The Town’s highest level of decision-making authority is made by ordinance.

d. Assigned - includes amounts that are constrained by the Town’s intent to be used for specific
purposes but are neither restricted nor committed. Assignments of fund balance may be
made by town council action or management decision when the town council has delegated
that authority. Assignments for transfers and interest income for governmental funds are
made through budgetary process.

e. Unassigned - represents fund balance that has not been assigned to other funds and has not
been restricted, committed, or assigned to specific purposes within the general fund. It is the
Town’s policy to first use restricted fund balance prior to the use of the unrestricted fund
balance when an expense is incurred for purposes for which both restricted and unrestricted
fund balance are available. The Town’s policy for the use of unrestricted fund balance
amounts require that committed amounts would be reduced first, followed by assigned
amounts and then unassigned amounts when expenditures are incurred for purposes for
which amounts in any of those unrestricted fund balance classifications could be used.

Note 8 - Pension Plan

The Town does not participate in the Oklahoma Municipal Employee Retirement Plan or any other pension plan.
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Schedule 1
TOWN OF STERLING, OKLAHOMA

Schedule of Financial Assistance

For the Fiscal Year Ended June 30, 2013

Total Current Current

Grant Revenue Current Funds
Grantor Grant # Amount Received Expenditures Unexpended
REAP REAP 13(132270) $45,000 $45,000 $45,000 -0-
Oklahoma DOT BRFY-116C(100)UT 19,424 19,424 19,424 -0-
Oklahoma Emer Mgt STECO001 4,671 4,671 4,671 -0-
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Schedule 2

TOWN OF STERLING, OKLAHOMA
Budgetary Comparison Schedule

For the Fiscal Year Ended June 30, 2013

General Fund

Variance

Positive

Revenues Budget Actual (Negative)
Sales tax $ 68,703 $ 85,562 $ 16,859
Fines 27,284 31,826 4,542
Franchises 15,439 15,745 306
Other tax 6,410 7,783 1,373
Miscellaneous, permits, royalty 15,808 41,071 25,263
Interest 265 239 ( 26)
Other 690 818 128
Total Revenues 134,599 _183.044 48445

Expenditures

Personal services 85,000 61,175 23,825
Maintenance and operations 80,000 52,142 27,858
Capital outlay 9.330 24.05 __ 15271
Total Expenditures _264.330 137.376 126954
Excess of revenues over expenditures (£129,731) $ 45,668 5175399

(Unaudited)
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Report 2

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Town Council
Town of Sterling, Oklahoma

We have audited, in accordance with the 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, the financial statements of the governmental activities and
the business-type activities of Sterling, Oklahoma, as of and for the year ended June 30, 2013, and the
related notes to the financial statements, which collectively comprise Sterling, Oklahoma’s basic financial
statements, and have issued our report thereon dated August 18, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Town of Sterling,
Oklahoma’s internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Town of Sterling, Oklahoma’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Town of Sterling,
Oklahoma’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

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

As part of obtaining reasonable assurance about whether the Town of Sterling, Oklahoma’s financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.
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Certified Public Accountants

Chickasha, Oklahoma
August 18,2013
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