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Independent Auditor’s Report

To the Board of Trustees
City of Madill, Oklahoma

Report on the Financial Statements

We have audited the accompanying modified cash-basis financia statements of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each maor fund, and the aggregate remaining fund information of City of
Madill, as of and for the year ended June 30, 2014, and the related notes to the financial
statements, which collectively comprise the City’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 the modified cash-basis of accounting described in Note I(B). This includes
determining that the modified cash-basis of accounting is an acceptable basis for the preparation
of the financial statements in the circumstances. Management is aso responsible for the design,
implementation, and maintenance of interna 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 financia 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 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 interna control.
Accordingly, we express no such opinion. An audit aso includes evaluating the appropriateness
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.
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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 financia statements referred to above present fairly, in al materia respects,
the respective modified cash-basis financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each mgor fund, and the
aggregate remaining fund information of the City of Madill, as of June 30, 2014, and the
respective changes in modified cash-basis financial position, and, where applicable, cash flows
thereof for the year then ended in conformity with the basis of accounting described in Note [(B).

Other Matters
Required Supplementary Information

Management has omitted the management’s discussion and analysis and budgetary comparison
information that accounting principles generally accepted in the United States of Americarequire
to be presented to supplement the basic financial statements. Such missing 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 financia statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financia statementsis not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have aso issued our report dated August
4, 2015, on our consideration of the City of Madill’ 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 financia 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 City of Madill’ sinternal control over financia reporting and compliance.

Basis of Accounting
We draw attention to Note 1(B) of the financial statements that describes the basis of accounting.
The financia statements are prepared on the modified cash-basis of accounting, which is a basis
of accounting other than accounting principles generally accepted in the United States of
America. Our opinions are not modified with the respect to this matter.

? oh + W llane Cor ' P.L.

Oklahoma City, Oklahoma
August 4, 2015
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City of Madill, Oklahoma
Statement of Net Position - M odified Cash Basis
June 30, 2014

Governmentad
Activities

Business-Type
Activities Total

ASSETS
Cash and Cash Equivalents
Restricted Cash and Cash Equivalents
Capital Assets
Capital Assets, Net of Depreciation

Total Assets

LIABILITIES
Bonds Pending Court
Meter deposits
Long-Term Liabilities
Duein More Than One Y ear

Total Liabilities

NET POSITION
Net Investment in Capital Assets
Restricted for:
Airport
Debt Service and Capital Projects
Cemetary
Unrestricted
Total Net Position

Total Liabilities and Net Position

1,756,618.04 827,929.70 2,584,547.74
- 404,017.66 404,017.66
3,926,030.72 5,158,741.99 9,084,772.71
5,682,648.76 6,390,689.35 12,073,338.11
2,584.00 - 2,584.00

- 133,424.30 133,424.30

13,185.35 2,259,661.14 2,272,846.49
15,769.35 2,393,085.44 2,408,854.79
3,912,845.37 2,899,080.85 6,811,926.22
2.70 - 2.70
1,051,042.75 261,344.00 1,312,386.75
9,164.68 - 9,164.68
693,823.91 837,179.06 1,531,002.97
5,666,879.41 3,997,603.91 9,664,483.32
5,682,648.76 6,390,689.35 12,073,338.11

The accompanying notes are an integral part of these financia statements
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Functions/Programs
Primary government
Governmental activities:
General Government
Streets & Highways
Public Safety
Cemetary & Parks
Culture & Recreation
Tota governmental activities

Business-type activities
General Government
Water
Sewer
Garbage
Total business-type activities
Total primary government

City of Madill

Statement of Activities - Modified Cash Basis

For the Year Ending June 30, 2014

Program Revenues

Net (Expense) Revenue and
Changesin Net Position
Primary Government

Charges for Operating Grants Governmental Business-Type

Expenses Services and Contributions Activities Activities Total
939,264.53 13,235.70 31,700.74 (894,328.09) - (894,328.09)
578,253.52 - - (578,253.52) - (578,253.52)
1,205,827.96 142,061.63 65,992.95 (997,773.38) - (997,773.38)
300,534.18 19,112.50 - (281,421.68) - (281,421.68)
377,275.75 75,629.49 9,166.00 (301,646.26) - (301,646.26)
3,401,155.94 250,039.32 106,859.69 (3,053,422.93) - (3,053,422.93)
880,181.36 189,653.87 199,999.00 - (490,528.49) (490,528.49)
525,201.74 856,873.95 - - 331,672.21 331,672.21
240,590.85 291,362.46 - - 50,771.61 50,771.61
315,468.25 336,148.81 - - 20,680.56 20,680.56
1,961,442.20 1,674,039.09 199,999.00 - (87,404.11) 20,680.56
$ 536259814 $ 192407841 $ 306,858.69 $ (3,053,422.93) (87,404.11) $ (3,140,827.04)

General revenues.
Taxes:
Sales taxes
Other taxes
Donations & Reimbursements
Rent Income
Other Income
Interest income
Transfersin/out
Total general revenues
Changein net position
Net position - beginning
Net position - ending

2,660,384.63 - 2,660,384.63
430,229.29 - 430,229.29
12,290.16 - 12,290.16
91,082.70 - 91,082.70
88,048.91 8,085.42 96,134.33
684.68 1,096.38 1,781.06
(240,497.97) 240,497.97 -
3,042,222.40 249,679.77 __ 3,291,902.17
(11,200.53) 162,275.66 151,075.13
5,678,079.94 383532825 _ 9,513,408.19
5666,879.41 $ 3997,603.91 $ 9,664,483.32

The accompanying notes are an integral part of these financial statements
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ASSETS
Cash
Total Assets

LIABILITIESAND FUND
Liabilities:
Bonds Pending Court
Total Liabilities

Fund Balances:
Restricted
Assigned
Unassigned
Total Fund Balances

City of Madill, Oklahoma
Balance Sheet - Modified Cash Basis
Governmental Funds
June 30, 2014

One-Cent Other Total
Generd Sales Tax Governmental  Governmentd
Fund Fund Fund Funds
606,373.84 1,049,625.01 100,619.19 1,756,618.04

$ 606,373.84 $ 1,049,625.01 $ 100,619.19

$ 1,756,618.04

2,584.00 - - 2,584.00
2,584.00 - - 2,584.00

- - 9,167.38 9,167.38

- 1,049,625.01 91,451.81 1,141,076.82
603,789.84 - - 603,789.84
603,789.84 1,049,625.01 100,619.19 1,754,034.04

Total Liabilitiesand Fund Balanc $ 606,373.84 $ 1,049,625.01 $ 100,619.19

$ 1,756,618.04

Reconciliation of Total Governmental Fund Balance
to Net Position of Governmental Activities

June 30, 2014

Total Governmental Fund Balances

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

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

Long-term liabilities are not due and payable in the
current period and therefore are note reported in funds:
Capital lease obligations

Net Position of Governmental Activities

The accompanying notes are an integral part of these financia statements
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City of Madill, Oklahoma
Statement of Revenues, Expenditures and Changesin Fund Balances - Modified Cash Basis

Governmental Funds
For the Year Ended June 30, 2014

One-Cent Other Total
Genera Sale Tax Governmental  Governmental
Fund Fund Fund Funds
Revenues:
Taxes 2,203,819.05 886,794.87 - 3,090,613.92
Licenses & Permits 11,966.20 - - 11,966.20
Chargesfor services 117,816.95 - 2,112.50 119,929.45
Fines & Forfeitures 118,143.67 - - 118,143.67
Donations & Fundraising 12,290.16 - - 12,290.16
Grants 75,158.95 - 31,700.74 106,859.69
Interest 56.70 579.94 48.04 684.68
Rental Income 91,082.70 - - 91,082.70
Other 88,048.91 - - 88,048.91
Tota revenues 2,718,383.29 887,374.81 33,861.28 3,639,619.38
Expenditures:
General government 784,533.12 - 65,384.68 849,917.80
Streets & Highways 170,624.05 28,704.69 - 199,328.74
Public Safety 1,129,193.82 - - 1,129,193.82
Cemetary & Parks 217,075.13 - - 217,075.13
Culture & Recreation 337,340.83 - - 337,340.83
Debt Service 62,455.39 - - 62,455.39
Capital Outlay 88,053.01 391,634.16 - 479,687.17
Tota expenditures 2,789,275.35 420,338.85 65,384.68 3,274,998.88
Excess revenues over (under) expenditures (70,892.06) 467,035.96 (31,523.40) 364,620.50
Other Financing Sources and Uses
Transfers In (Out) 221,213.24 (476,802.60) 15,091.39 (240,497.97)
Total Other Financing Sources and Uses 221,213.24 (476,802.60) 15,091.39 (240,497.97)
Excess revenues over (under)
expenditures after Transfers 150,321.18 (9,766.64) (16,432.01) 124,122.53
Fund balances at beginning of year 453,468.66 1,059,391.65 117,051.20 1,629,911.51
Fund balances at end of year 603,789.84 $1,049,625.01 100,619.19 $ 1,754,034.04

Reconciliation of Statement of Revenues, Expenditures and Changesin Fund
Balances of Governmnetal Funds to the Statement of Activitiesfor the

Year Ended June 30, 2014

Net change in fund balances-total government funds

Purchase of fixed assets recorded as an expensein

$ 124,122.53

the fund financial statements but recorded as an
addition to fixed assets in the government wide

statements 479,687.17

Capital financing payments recorded as an expensein the
fund financial statements but not recorded in the

in the goverment wide statements 62,455.39

Depreciation expense recorded in the government
wide financial statements but not recorded in the

individual fund financial statements (677,465.62)

Changein net position of governmental activities $  (11,200.53)

The accompanying notes are an integral part of these financia statements
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City of Madill, Oklahoma

Statement of Net Position - M odified Cash Basis

ASSETS

Current Assets:

Proprietary Funds

June 30, 2014

Cash and Cash Equivalents

Restricted Cash and Cash Equivalents

Total Current Assets

Noncurrent Assets:
Net Capital Assets

Total Noncurrent Assets

Total Assets

LIABILITIES

Current Liabilities:
Meter Deposits

Total Current Liabilities

Noncurrent Liabilities:
Notes Payable

Total Noncurrent Liabilities

Total Liabilities

NET POSITION

Net Investment in Capital Assets

Restricted
Unrestricted

Total Net Position

Total Liabilities and Net Position

Madill

Public Works

Authority

827,929.70
404,017.66

1,231,947.36

5,158,741.99

5,158,741.99

6,390,689.35

133,424.30

133,424.30

2,259,661.14

2,259,661.14

2,393,085.44

2,899,080.85
261,344.00
837,179.06

3,997,603.91

6,390,689.35

The accompanying notes are an integral part of these financia statements
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City of Madill, Oklahoma

Statement of Revenues, Expenses and Changesin Net Position - Modified Cash Basis

Proprietary Fund

For the Year Ended June 30, 2014

Operating Revenues:

Water 856,873.95
Sewer 291,362.46
Garbage 336,148.81
Administration Fee 189,653.87
Miscellaneous Charges 8,085.42
Total Operating Revenues 1,682,124.51
Operating Expenses.
Sanitation Services 315,468.25
General Services 605,119.18
Trustees 38,404.73
General Manager 50,264.94
Utilities Clerk 119,796.22
Water Treatment 275,149.50
Water Distribution 250,052.24
Wastewater 240,590.85
Total Operating Expenses 1,894,845.91
Operating Income (L 0ss) (212,721.40)
Non-Operating Revenues (Expenses):
Grant Revenues 199,999.00
Interest Expense (66,596.29)
Interest Income 1,096.38
Net Non-Operating Revenues (Expenses) 134,499.09
Changein Net Position Before Transfe (78,222.31)
Transfers In/Out 240,497.97
Changein Net Position After Transfers 162,275.66
Net Position, Beginning of Year 3,835,328.25

Net Position, End of Y ear $ 3,997,603.91

The accompanying notes are an integral part of these financia statements
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City of Madill
Statement of Cash Flows- Modified Cash Basis- Proprietary Fund
For the Year Ending June 30, 2014

Cash flows from operating activities

Cash received from customers $ 1,682,124.51
Cash paid to employees (764,322.21)
Cash paid to suppliers (737,842.78)
Net cash provided by operating activities 179,959.52
Cash flows from investing activities
Interest income 1,096.38
Net cash provided by investing activities 1,096.38
Cash flows from capital and related financing activities
Purchase of Capital Assets (1,188,228.94)
Cash received from grant 199,999.00
Interfund Transfers 240,497.97
Increase (decrease) in meter deposit liability 3,564.08
Interest Expense (66,596.29)
Proceeds from Capital Financing 1,679,662.97
Principal paid on capital debt (955,918.92)
Net cash provided (used) for capital and related financing activities (87,020.13)
Net increase (decrease) in cash and cash equivalents 94,035.77
Cash and cash equivalents at beginning of year 1,137,911.59
Cash and cash equivalents at end of year $ 1,231,947.36

Reconciliation of operating income (loss) to net cash provided

(used) by operating activities:
Operating income (l0ss) (212,721.40)
Adjustments to reconcile change in net assets to net cash provided
by operating activities

Depreciation expense 397,642.55
Increase (decrease) in accrued liabilities (4,961.63)
Net cash provided (used) by operating activities $ 179,959.52

Reconciliation of Cash and Cash Equivalents

Cash - Unrestricted $ 827,929.70
Cash - Restricted 404,017.66
Total $ 1,231,947.36

The accompanying notes are an integral part of these financia statements
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City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. TheReporting Entity

The City of Madill, Oklahoma, (the City) is a charter city operating under a Council-
Manager form of government authorized by the charter and Title 11 of the Oklahoma
statutes. The governing body of the City is the City Council comprised of five elected
members. The appointed City Manager is the administrative head of the City.

The accompanying financial statements present the City of Madill and its component
units, entities for which the government is considered to be financially accountable.
Blended component units, although legally separate entities, are, in substance, part of the
government’s operations. Each discretely presented component unit is reported in a
separate column in the government-wide financial statements (see note below for
description) to emphasize that it is legally separate from the government. There were no
discretely presented component units.

Blended Component Unit

The Madill Public Works Authority was created January 1, 1971, for the use and benefit of
the beneficiary, City of Madill, to furnish, construct, administer and finance any public
works facilities or improvements for public purposes under the laws of the State of
Oklahoma. The City Council of the City of Madill acts as the Board of Trustees of the
Madill Public Works Authority. The rates for user charges and bond issuance
authorizations are approved by the government council and the legal liability for the
general obligation portion of the Authority’s debt remains with the government. The
Authority is reported as an enterprise fund.

B. Government-wide and fund financial statements

Gover nment-Wide Financial Satements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on al of the nonfiduciary activities of the primary
government and its component units. For the most part, the effect of interfund activity has
been removed from these statements. Governmental activities, which normaly are
supported by taxes and intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operationa or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues.
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City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

The government-wide financial statements of the City are prepared on a modified cash
basis of accounting. Under this basis, cash receipts are recognized as revenue at the date
of receipt and cash payments are recognized as expenditures at date of payment with the
following modifications:

e Capital assets are recorded as assets when purchased and related depreciation is
recorded.

e Long-term debt is recorded when incurred.

e Employee withholding taxes that have not been deposited with the IRS but relate to
compensation paid are recorded as liabilities.

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services, or privileges provided, 2) operating grants and contributions, and 3)
capital grants and contributions, including special assessments. Internally dedicated
resources are reported as general revenues rather than as program revenues. Likewise,
genera revenuesinclude al taxes.

As a genera rule the effect of interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this general rule are payments-in-
lieu of taxes and other charges between the government’s water and sewer function and
various other functions of the government. Elimination of these charges would distort the
direct costs and program revenues reported for the various functions concerned.

Fund Financial Satements

Separate financia statements are provided for governmental funds and proprietary funds.
Major individual governmental funds and major individual enterprise funds are reported
as separate columns in each fund-type financia statements.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. The modified cash
basis of accounting is used. However, the governmental funds focus on a current
financia resources measurement thus capital assets and debt is not recorded.

The City reports the following major government funds:

Genera Fund - is the Government’s primary operating fund. It accounts for al financia
resources of the general government, except those required to be accounted for in another
fund.

One Cent Sales Tax Fund - is a specia revenue fund which accounts for dedicated sales
tax to be used for repayment of debt by the Madill Public Works Authority, and water,
sewer and street improvements. Sales tax is deposited in the One Cent Sales Tax Fund
and transferred to the Madill Public Works Authority for payment of debt.

Nonmagjor Governmental Funds are the Cemetery, Airport, Capital Project and Grant Funds.

The City reports the Madill Public Works Authority (MPWA) as a mgor proprietary fund.
MPWA accounts for the activities related to the provision of water and sewer services to
businesses and residents. It operates the water and sewer treatment plants, water
distribution system, sewer collections systems and pump stations.

Page 11



City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

Proprietary funds are accounted for using the modified cash basis of accounting modified
asfollows:

e Capita assets are recorded as assets when purchased and related depreciation is
recorded.

e Long-term debt is recorded when incurred.

e Employee withholding taxes that have not been deposited with the IRS but relate to
compensation paid are recorded as liabilities.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund's principa ongoing operations.
The principal operating revenues of the City’s enterprise fund are charges to customers for
sales and services. Operating expenses for enterprise funds include the cost of saes and
services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the
government’s policy to use restricted resources first, then unrestricted resources as they
are needed.

C. Assets, liabilities, and net position or equity
1. Deposits and investments

For purposes of the statement of cash flows, the City considers short-term investments with
origina maturities of three months or less from the date of acquisition to be cash equivaents.

Oklahoma Statutes authorize the City to invest in direct obligations of the United States
Government, its agencies or instrumentalities; collateralized or insured certificates of
deposits of financia institutions located in the state of Oklahoma or fully-insured
certificates of deposits of financia institutions located outside the state; savings accounts,
and county, municipal or school district general obligation debt.

The City does not have a specific policy limiting the concentration amount that may be
invested with one issuer. The City has no formal policy on managing credit risk.

Public trusts created under Oklahoma Statutes Title 60 are not subject to the above

investment limitations and are primarily governed by any restrictions in their trust or note
indenture.

2. Interfund transactions
Interfund receivables and payables arise from interfund transactions and are recorded in

the period transacted. Transfers are used to move revenues from the fund that statute or
budget requires to collect them to the fund that statute or budget requires to expend them
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City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

and to move unrestricted revenue collected to finance various programs accounted for in
other funds in accordance with budgetary authorizations.

3. Restricted assets

Certain proceeds of the Authority’s notes payable, as well as certain resources set aside for
their repayment, are classified as restricted assets on the statement of net assets because they
are maintained in separate bank accounts and their use is limited by applicable loan
covenants. Customer utility deposits and reserves held with the Oklahoma Municipal
Assurance Group are reported as restricted cash.

4. Capital assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
roads, sdewaks, and smilar items), are reported in the applicable governmenta or
business-type activities columns in the government-wide financial statements. Capitd assets
are defined by the City as assets with an initial individual cost of more than $2,500 (amount
not rounded) and an estimated useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capita assets
are recorded at estimated fair market vaue a the date of donation. The costs of normal
maintenance and repairs that do not add to the value of the asset or materialy extend assets
lives are not capitalized. Mgor outlays for capital assets and improvements are capitalized
as projects are constructed.

Property, plant, and equipment of the primary government, as well as the component units,
are depreciated using the straight line method over the following estimated useful lives:

Assets Years
Buildings 50
Infrastructure 25
System infrastructure 30
Vehicles 5

Machinery and equipment 10

5. Fund Equity

Beginning July 1, 2010, the City implemented GASB Statement No. 54, “Fund Balance
Reporting and Governmental Fund Type Definitions.” This Statement more clearly
defined fund balance categories to make the nature and extent of the constraints placed on
agovernment’s fund balance more transparent.

Fund Balance Classification: The governmental fund financia statements present fund
balances based on classifications that comprise a hierarchy that is based primarily on the
extent to which the entity is bound to honor constraints on the specific purposes for
which amounts in the respective governmental funds can be spent. The classifications
used in the governmental fund financial statements are as follows:

Page 13



City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

Nonspendable: This classification includes amounts that cannot be spent because they are
either (a) not in spendable form or (b) are legaly or contractually required to be
maintained intact. City of Madill, Oklahoma did not have any nonspendable resources as
of June 30, 2014.

Restricted: This classification includes amounts for which constraints have been placed
on the use of the resources either (a) externally imposed by creditors (such as through a
debt covenant), grantors, contributors, or laws or regulations of other governments, or (b)
imposed by law through constitutional provisions or enabling legislation. City of Madill,
Oklahoma has restricted resources by state law and from grants as of June 30, 2014.

Committed: This classification includes amounts that can be used only for specific purposes
pursuant to constraints imposed by formal ordinance or resolution of the City Council. These
amounts cannot be used for any other purpose unless the City Council removes or changes
the specified use by taking the same type of action (ordinance or resolution) that was
employed when the funds were initialy committed. This classfication aso includes
contractua obligations to the extent that existing resources have been specifically committed
for usein satisfying those contractua requirements.

Assigned: This classification includes amounts that are constrained by City of Madill,
Oklahoma's intent to be used for a specific purpose but are neither restricted nor
committed. This intent can be expressed by the City Council or through the council
delegating this responsibility to the manager through the budgetary process.

Unassigned: This classification includes the residua fund baance for the General Fund. The
unassigned classfication aso includes negative resdud fund baance of any other
governmenta fund that cannot be eliminated by offsetting of assigned fund balance amounts.

The City would typically use restricted fund baances first, followed by committed resources
and the assigned resources, as appropriate opportunities arise, but reserves the right to
selectively spend unassigned resources firgt to defer the use of these other classified funds.

6. Government-wide Net Assets
Government-wide net assets are divided into three components:

e Net investments in capital assets— consist of the historical cost of capital assets
less accumul ated depreciation and less any debt that remains outstanding that was
used to finance those assets.

o Redlricted net assets — consst of net assets that are restricted by creditors, by the state
enabling legidation, by grantors (both federal and state), and by other contributors.

e Unrestricted — all other net assets are reported in this category.
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City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

BUDGETARY INFORMATION

The city manager submits an annual budget to the City Council in accordance with the
City Charter and the Oklahoma Municipal Budget Act. In June the City Council adopts
annual fiscal year appropriated budgets for all city funds.

The appropriated budget is prepared by fund, department and categories (personnel services,
materias and supplies, other services and charges, capitd outlay, debt services and transfers).
Transfers of gppropriations between departments within a fund require the approval of the
City Manager. Transfers of appropriations between funds and supplements to the budget
require City Council approval. The lega level of budgetary control (i.e., the level at which
expenditures may not legally exceed appropriations) isthe department level.

DEPOSITS

Deposit Custodial Credit Risk: Custodia credit risk is the risk that in the event of a bank
failure, the government’s deposits may not be returned to it. The City follows state
statues regarding custodia credit risk which requires collateral for all deposits in excess
of Federal Deposit Insurance. As of June 30, 2014, the City’s bank balances were not
exposed to custodial credit risk.

CONTRACTUAL OBLIGATIONS

S.O.R.D.

The City has entered into a contract with Southern Oklahoma Regiona Disposa
(S.O.R.D.) to provide solid waste collection and disposa services for the community.
Charges for such services are hilled and collected through the MPWA. The MPWA then
makes payments to S.O.R.D. according to amounts actually collected on a monthly basis,
less a 6% servicing fee retained by the City. The board of SO.R.D. is made up of
government officials from the S.O.R.D. service area.

Cemetery
The City has entered into a purchase contract for the acquisition of certain land for the use of

the City’ s cemetery. Under this contract, the City is required to submit one-tenth (10%) of al
proceeds derived from the sde of grave lots within the area of the land purchased to the
origind land owners. For the year ended June 30, 2014, 10% of these |ot sales totaled $690.
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VI.

City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2014 was as follows:

Beginning Ending
Balance Increases Decreases Baance
Governmental Funds
Land 94,036 - 94,036
Land Improvements 1,213,034 - 1,213,034
Buildings 4,516,111 5,500 4,521,611
Furniture and Fixtures 30,000 4,139 34,139
Vehicles 1,178,522 9,499 1,188,021
Machinery and Equipment 1,928,351 72,789 2,001,140
Infrastructure 4,363,955 387,760 4,751,715
Total capital assets 13,324,009 479,687 13,803,696
Accumulated Depreciation (9,200,200) (677,466) (9,877,666)
Net Assets $ 4,123,809 $ 3,926,030
Business-type activities
Land 676,140 - 676,140
Buildings 56,800 - 56,800
Vehicles 268,884 - 268,884
Machinery and Equipment 426,168 94,566 520,734
Water System 10,386,464 1,093,663 11,480,127
Sewer System 5,117,757 - 5,117,757
Total capital assets 16,932,213 1,188,229 18,120,442
Accumulated Depreciation (12,564,057) (397,643) (12,961,700)
Net Assets $ 4,368,156 $ 5,158,742
INTERFUND TRANSFERS
Interfund transfers as of June 30 consisted of the following:
Transfer From
One Cent Madill Public All
General Fund Sales Tax Works Other Total
General Fund $ - $ - $ 9350000 $ - $ 93,500.00
One Cent Sales Tax - - - - -
Madill Public Works A uthority - 320,851.62 - - 320,851.62
All Others - 155,950.98 - - 155,950.98
Total $ - $ 476,802.60 $ 9350000 $ - $ 570,302.60

Reconciliation to Fund Financial Statements:

Transfers In Transfers Out Net Transfers
Governmental Funds $ 23630463 $ 476,802.60 $ (240,497.97)
Prprietary Funds 333,997.97 93,500.00 240,497.97
$ 57030260 $ 570,302.60 $ -

Transfers are used to move revenues from the fund that statute or budget requires to

collect them to the fund that statute or budget requires to expend them.
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VII.

City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

LONG-TERM LIABILITIES
Long-term liabilities of the City of Madill are as of June 30, 2014, are summarized as follows:

Business-type activities

The first note payable to Landmark Bank carries an interest rate of 2.95%. These monies were
used to pay off existing debt and to finance various PWA projects. The baance of this note as of
June 30, 2014 was $1,679,663 and matures in February 2015. MPWA will pay thisloan in full
immediately upon the lender’ s demand. If no demand is made, MPWA will pay thisloan in
one payment of al outstanding principa plus dl accrued unpaid interest on February 5,
2015. In addition, MPWA will pay regular monthly payments of all accrued unpaid interest
due as of each payment date beginning March 5, 2014; with al subsequent interest
payments to be due on the same day of each month after that.

The second note payable to Landmark Bank carries an interest rate of 4.2%. These monies were
used for the construction of a standpipe. The balance of this note as of June 30, 2014 was
$531,867 and matures in September 2021. The MPWA paid $19,988 in principa and $24,403 in
interest on this obligation for the year ending June 30, 2014. Payments on this note are $3,699
per month.

Business-Type Activities

Notes Payable
Y ear Ending June 30, Principal Interest

2015 22,479 21,909

2016 23,442 20,946

2017 24,445 19,943

2018 25,492 18,896

2019 26,583 17,805
2019/2022 409,426 46,387
Totals $ 531,867 $ 145,886

The MPWA receives a special one cent sales tax approved for the purpose of assisting the
MPWA in meeting principal, interest, and debt service requirements on its authorized
indebtedness. Payments are serviced from the One-Cent sales tax fund. During 2014
$66,596 of interest was paid by the MPWA.

Governmental Activities and Business-Type Activities Capital Lease Obligations

The City has entered into lease agreements as lessee for financing the acquisition of certain
equipment. The lease agreements qualify as capita leases for accounting purposes since
title transfers at the end of the lease term and it has been recorded at the present value of the
future minimum lease payments. The |lease contains a cancellation clause which gives the
City the ability to terminate the lease agreement at the end of each fisca year.

The schedule of future minimum lease payments under the capital lease and the present value of
the net minimum lease payments at June 30 are as follows:
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VIII.

City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

Y ear Ending
Governmental Activities: June 30
2015 $ 13421
Present value of future minimum lease payments $ 13421
Less: Interest (235.87)
Net Minimum Lease Payments $ 13185
Current Portion (13,185)
L ong-term Portion $ -
Y ear Ending
Business-Type Activities: June 30
2015 $ 24737
2016 24,737
Present value of future minimum lease payments $ 49474
Less: Interest (1,343.97)
Net Minimum Lease Payments $ 48130
Current Portion (23,746)
L ong-term Portion $ 24334

PENSION PLANS

Municipa Retirement Plan

The City of Madill and its employees participate in the Oklahoma Municipa Retirement
Fund. All regular full-time employees, except those covered under another retirement
system are eligible. Employees are vested at 7 years.

The OMREF issues a publicly available financial report that includes financia statements
and the required supplementary information that can be obtained by requesting a copy at
City Hall.

Funding Policy: The contribution requirements of City of Madill and Madill Public Works
Authority and employees are established and may be amended by the OMRF board.
Employees are required to contribute 4.50 percent of their annual covered salary after tax.
City of Madill and Madill Public Works Authority are required to contribute at an
actuarially determined rate; the rate at June 30, 2014 is 13.87 percent of covered payroll.

Annud Pension Codt: For 2013-2014, City of Madill and Madill Municipa Authority’s
annual pension cost of $48,757 and $40,138, respectively, were equa to the required
contributions. The required contribution was determined as part of the January 1, 2012
actuaria valuation using the entry age norma actuariad cost method. The actuaria
assumptions included (1) 7.5 percent investment rate of return, (1) projected saary increases
due to inflation of 3 percent, compounded annually, and (111) projected saary increases due
to age/seniority, compounded annually. Asset vauation method was actuarial method.
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City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

Policemen's Retirement Plan

Police department employees in Oklahoma participate in a state administered pension
program established under legidlative authority, Oklahoma Police Pension and Retirement
System, which is a cost-sharing multiple-employer public employee retirement system
(PERS). Under this program, contributions are made by each of three parties - the City, the
State of Oklahoma, and the participating employees. The City has no responsbility or
authority for the operation and administration of the pension program nor has it any related
liability, except for the current contribution requirements. A participant with twenty years of
service may retire with a norma retirement alowance. The norma retirement alowance
paid monthly for life and then to beneficiaries equals 2.5% of the average compensation of
the highest 30 consecutive months of the last 60 months of contributory service multiplied
by the number of years of credited service up to the maximum of 30 years. Additional
information can be obtained by writing Oklahoma Police Pension and Retirement Board,
1001 N.W. 63rd, Suite 305, Oklahoma City, OK 73116.

The contribution rates for the City and its employees are established by Statute. The City
Isrequired to contribute 13% for the year ended June 30, 2014. Participating members are
required to contribute 8%. The City contributed $49,549 on behalf of its employees for
year ending June 30, 2014. Employees contributed $30,492. Total police payroll and
covered payroll for the year was $498,541 and $381,146, respectively.

Firefighters' Retirement Plan

Fire department employees in Oklahoma participate in a state administered pension program
established under |egidative authority, Oklahoma Firefighters Pension Fund, which is a cost-
sharing multiple-employer public employee retirement system (PERS). Under this program,
contributions are made by each of three parties - the City, the State of Oklahoma, and the
participating employees. The City has no responsibility or authority for the operation and
administration of the pension program nor has it any related liability, except for the current
contribution requirements. Additional information can be obtained by writing Oklahoma
Firefighters Pension and Retirement Board, 4545 N. Lincoln Blvd., Suite 165, Oklahoma
City, OK 73105.

A participant with twenty years of service may retire with a normal retirement allowance.
The normal retirement alowance paid monthly for life and then to beneficiaries equal to
2.5% of the average compensation of the highest 30 months of the last 60 months of
contributory service multiplied by the number of years of credited service up to the
maximum of 30 years. The contribution rates for the City and its employees are
established by Statute. The City is required to contribute 13% per the year June 30, 2014.
Participating members are required to contribute 8%. The City contributed $22,621 on
behalf of its employees for year ending June 30, 2014. Employees contributed $13,921.
Total fire payroll and covered payroll for the year was $186,988 and $174,008,
respectively.
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XIV.

City of Madill, Oklahoma
Notesto Financia Statements
June 30, 2014

CONTINGENCIES

Federal Programs

The City participates in anumber of federally assisted grant programs. These programs are
subject to program compliance audits by the grantors or their representatives. The final
acceptance of the audits of these programs including the year ended June 30, 2014, has not
been given. Accordingly, the City's compliance with applicable grant requirements will be
established at some future date. The amount, if any, of expenditures which may be
disalowed by the granting agencies cannot be determined at this time. However, the City
expects such amounts, if any, to be immaterial.

RISK MANAGEMENT

The City is exposed to various risks of loss (torts, theft of, damage to, or destruction of
assets, business interruptions, errors and omissions, job-related illnesses or injuries to
employees, and acts of God) and has established a risk management strategy that attempts
to minimize losses and the carrying cost of insurance. There have been no significant
reductions in insurance coverage from the prior year and settlements have not exceeded
coverage in the past three years.

General Liability, Physical Property and Automobile Liability/Physical Damage - genera
liability, physical property and automobile liability/physical damage are insured through
the Oklahoma Municipa Assurance Group (OMAG) risk entity pool. Deductibles range
from $0 to $5,000. Risk of loss retained is limited to the excess of insurance liability
coverage limits set by OMAG.

Workers Compensation - Workers compensation is insured through CompSource
Oklahoma. Risk of loss retained is limited to the excess of insurance liability coverage
limits set by CompSource Oklahoma.

SUBSEQUENT EVENT

October 2014, the City of Madill entered into a lease purchase agreement of $23,276, for
apark and cemetery truck with an interest rate of 3.99%. Agreement has $647 per month,
for aterm of 12 months, commencing on October 17, 2014 and payable on the 17" of
each month thereafter, with final payment due 17" of October, 2017.

October 2014, the City of Madill entered into a lease purchase agreement of $330,000 for a
fire pumper with an interest rate of 3.50%. Monthly payments of $4,437, for aterm of 12
months, started on November 30, 2014, and payable on the 30" day of each month thereafter
until November 30, 2015. End of lease term, being the 30" day of November 2021, Lessee
shadl make the fina payment of the outstanding principa baance plus accrued interest or
Lessee may renew this lease upon the same terms as agreed to origindly.
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City of Madill

Special Revenue Funds
Combining Balance Sheet

June 30, 2014

Capital Total
Cemetary Projects Grants Airport FSB Building Nonmaj or
Fund Fund Fund Fund Fund Funds
ASSETS
Cash and Cash Equivalents 9,164.68 18,292.49 1,417.74 2.70 71,741.58 100,619.19
Total Assets $ 916468 $ 1829249 $ 141774 $ 270 $ 7174158 $ 100,619.19
LIABILITIES
Accounts Payable - - - - - -
Accrued Liabilities - - - - - -
Dueto Other Funds - - - - - -
Total Liabilities - - - - - -
FUND BALANCES
Restricted 9,164.68 - - 2.70 - 9,167.38
Assigned - 18,292.49 1,417.74 - 71,741.58 91,451.81
Total Fund Balances 9,164.68 18,292.49 1,417.74 2.70 71,741.58 100,619.19
TOTAL LIABILITIES AND FUNDBALANCE $ 916468 $ 1829249 $ 141774 $ 270 $ 71,74158 $ 100,619.19

The accompanying footnotes are an integral part of these financial statements
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Revenues
Chargesfor Services
Interest Revenues
Grant Revenues
Total Revenues

Expenditures
Maintenance & Operations
Total Expenses

Excess Revenues over Expenses

Other Financing Sources and Uses

Transfers In/Out

City of Madill

Special Revenue Funds
Statement of Revenues, Expenditures and Changesin Net Position - Modified Cash Basis

For the Year Ending June 30, 2014

Total Other Financing Sources and Uses -

Net Changein Fund Balances

Fund Balances, Beginning
Fund Balances, Ending

Capital Total
Cemetary Projects Grants Airport FSB Building Nonmajor
Fund Fund Fund Fund Fund Funds
2,112.50 - - - - 2,112.50
0.94 212 - - 44.98 48.04
- - 89.74 31,611.00 - 31,700.74
2,113.44 212 89.74 31,611.00 44.98 33,861.28
690.00 - 89.74 31,611.00 32,993.94 65,384.68
690.00 - 89.74 31,611.00 32,993.94 65,384.68
1,423.44 212 - - (32,948.96) (31,523.40)
- 15,091.39 - - - 15,091.39
15,091.39 - - - 15,091.39
1,423.44 15,093.51 - - (32,948.96) (16,432.01)
7,741.24 3,198.98 1,417.74 2.70 104,690.54 117,051.20
$ 916468 $ 1829249 $ 141774 $ 270 $ 71,741.58 $ 100,619.19

The accompanying notes are an integral part of these financial statements
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Russell & Williams CPA’s, P.C.
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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 Board of Trustees
City of Madill

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 accompanying modified cash basis financia
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 City of Madill, as of
and for the year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise City of Madill’s basic financial statements, and have issued our report thereon dated August 5,
2015.

The report was a specia report on the City's use of a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America

Internal Control Over Financial Reporting

In planning and performing our audit of the financia statements, we considered Madill’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 Madill’ s interna control. Accordingly, we do not
express an opinion on the effectiveness of Madill’ sinternal control.

A deficiency in interna 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 atimely 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 and therefore, material weaknesses or significant deficiencies may
exigt that were not identified. Given these limitations, during our audit we did not identify any
deficienciesin interna control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified. We did identify certain deficiencies in internal control, described
in the accompanying schedule of findings and questioned costs that we consider to be significant
deficiencies. 2014-1 & 2014-2
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Madill’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 materia
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 instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards which are described in the accompanying schedule of
findings and response as item 2014-2.

City of Madill’s Response to Findings

City of Madill’ s response to the findings identified in our audit is described in the accompanying schedule
of findings and questioned costs. City of Madill’s response was not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Pur pose 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.

? ot ¥ L lane Conw P.L.

Oklahoma City, Oklahoma
August 5, 2015
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Schedule of Current Findings and Responses

2014-1 Financial Reporting (Repeat Finding)

Condition — Materia adjustments were necessary to prepare the financid statements. In
addition, the City does not have afinancia reporting system in place to ensure that the tria
balances used in the year-end financial statement preparation process is final, contains all
valid journal entries, and that all relevant information is disclosed in the appropriate
accounting period and in accordance with the basis of accounting used to prepare the
financial statements.

Criteria - Effective internd control over financial reporting includes the identification and
analysis of the risk of materiad misstatements in the financiad statements. Management is
responsible for designing a system to manage the risks even if the preparation istransferred to
a service provider. An individua with sufficient awareness of or experience in accounting
principles and disclosure requirements should be designated to oversee the preparation of the
year-end financia statements.

Effect — Materia adjustments were necessary.

Cause —The internal control structure of the City focuses primarily on daily operations. The
staff does reconcile the monthly financial information needed to provide accurate reports on
a budgetary basis. The City does not currently have a control system in place to determine
that the trial balances used in the financia statement preparation process at year-end are
final when prepared on the modified cash basis or to determine appropriate financia
statement disclosures.

Recommendation — The City needs to evduate the cost of engaging a third party or
designating and training an employee with sufficient awareness of or experience in accounting
principles related to municipalities to ensure that al journa entries are recorded and that
supporting financia records agree with the genera ledger for all accounts as needed at year-
end to report on the modified cash basis. In addition, this person would be responsible for
determining year-end financia disclosures are adequate..

Management Response — We plan to engage an outside CPA to assist with financial
reporting when necessary. We will continue to focus on ways that we can perform more of
the financial reporting duties at year-end. Furthermore, once al audit adjusting entries
have been made most of thisfinding will be irrelevant.

2014-2 Purchasing (Repeat Finding)

Condition — City does not have adequate controls implemented to ensure purchasing
statutes and purchasing ordinances are being followed.
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Criteria — City Ordinance No. 693 requires purchases requiring requisitions to obtain specific
approvals at certain thresholds and quotes if applicable. Oklahoma Statutes Title 62 Section
310.1 requires that a purchase orders and contracts must be authorized prior to the time the
commitment is made. Oklahoma Statutes Title 62 Section 310.1a requires signed invoices or
ddlivery tickets attached to purchase orders before being approved for payment.

Context— During testing of Expenditures 16% were not following the purchasing guidelines
in regardsto approvals and quotes if applicable.

Effect— Risk of misappropriation of assets as well as nhoncompliance with state law and
city ordinances.

Cause — Failure in the operation of interna controls over purchasing.

Recommendation — The City should strengthen internal controls surrounding
disbursements to ensure all purchases are properly approved before the purchase occurs
and all required documentation is obtained. The City should also consider raising the
threshold for requisition requirements.

Management Response — Management will begin a more comprehensive review of the
expenditure process to stress with department heads the process to be followed to be in
compliance with the ordinance.

Schedule of Prior Findings and Responses

2013-1 Financial Reporting (Repeat Finding)
2013-2 Purchasing (Repeat Finding)

2013-3 Cash Receipts - Resolved

2013-4 Utility Account Adjustments - Resolved
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