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IndependentA u ditor’s Report

To the B oard of Tru stees
C ityof M ad ill,O klahoma

Reporton the FinancialS tatements

W e have au d ited the accompanying mod ified cash-basis financial statements of the
governmental activities, the bu siness-type activities, the aggregate d iscretely presented
componentu nits,each major fu nd ,and the aggregate remaining fu nd information of C ity of
M ad ill,as of and for the year end ed Ju ne 30,2014,and the related notes to the financial
statements,whichcollectively comprise the C ity’s basic financialstatements as listed in the table
of contents.

M anagement’s Responsibilityforthe FinancialS tatements

M anagementis responsible forthe preparation and fairpresentation of these financialstatements
in accord ance withthe mod ified cash-basis of accou ntingd escribed in N ote I(B ).This inclu d es
d eterminingthatthe mod ified cash-basis of accou ntingis an acceptable basis forthe preparation
of the financialstatements in the circu mstances.M anagementis also responsible forthe d esign,
implementation,and maintenance of internal control relevant to the preparation and fair
presentation of financialstatements thatare free from materialmisstatement,whether d u e to
frau d orerror.

A u ditor’s Responsibility

O u rresponsibility is to express opinions on these financialstatements based on ou rau d it.W e
cond u cted ou r au d itin accord ance with au d iting stand ard s generally accepted in the United
States of A merica and the stand ard s applicable to financialau d its contained in Government
A u d iting Stand ard s,issu ed by the C omptroller Generalof the United States.Those stand ard s
requ ire thatwe plan and perform the au d itto obtain reasonable assu rance abou twhether the
financialstatements are free from materialmisstatement.

A n au d it involves performing proced u res to obtain au d it evid ence abou t the amou nts and
d isclosu res in the financial statements.The proced u res selected d epend on the au d itor’s
ju d gment,inclu d ing the assessment of the risks of materialmisstatement of the financial
statements,whetherd u e to frau d orerror.In makingthose riskassessments,the au d itorconsid ers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in ord erto d esign au d itproced u res thatare appropriate in the circu mstances,bu tnot
for the pu rpose of expressing an opinion on the effectiveness of the entity’s internalcontrol.
A ccord ingly,we express no su chopinion.A n au d italso inclu d es evalu atingthe appropriateness
of accou ntingpolicies u sed and the reasonableness of significantaccou ntingestimates mad e by
management,as wellas evalu atingthe overallpresentation of the financialstatements.
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W e believe thatthe au d itevid ence we have obtained is su fficientand appropriate to provid e a
basis forou rau d itopinions.

O pinions

In ou ropinion,the financialstatements referred to above presentfairly,in allmaterialrespects,
the respective mod ified cash-basis financialposition of the governmentalactivities,the bu siness-
type activities,the aggregate d iscretely presented componentu nits,each major fu nd ,and the
aggregate remaining fu nd information of the C ity of M ad ill,as of Ju ne 30,2014,and the
respective changes in mod ified cash-basis financialposition,and ,where applicable,cash flows
thereof forthe yearthen end ed in conformitywiththe basis of accou ntingd escribed in N ote I(B ).

O therM atters

Requ ired S u pplementaryInformation

M anagementhas omitted the management’s d iscu ssion and analysis and bu d getary comparison
information thataccou ntingprinciples generallyaccepted in the United States of A mericarequ ire
to be presented to su pplementthe basic financialstatements.Su chmissinginformation,althou gh
not a part of the basic financialstatements,is requ ired by the GovernmentalA ccou nting
Stand ard s B oard who consid ers itto be an essentialpartof financialreporting forplacing the
basic financialstatements in an appropriate operational,economic,or historicalcontext.O u r
opinion on the basic financialstatements is notaffected bythis missinginformation.

O therReportingRequ ired byGovernmentA u ditingS tandards

In accord ance withGovernment Auditing Standards,we have also issu ed ou rreportd ated A u gu st
4,2015,on ou rconsid eration of the C ity of M ad ill’s internalcontroloverfinancialreportingand
on ou rtests of its compliance with certain provisions of laws,regu lations,contracts,and grant
agreements and othermatters.The pu rpose of thatreportis to d escribe the scope of ou rtestingof
internalcontroloverfinancialreportingand compliance and the resu lts of thattesting,and notto
provid e an opinion on internalcontroloverfinancialreportingoron compliance.Thatreportis
an integralpartof an au d itperformed in accord ance with Government Auditing Standards in
consid eringC ityof M ad ill’s internalcontroloverfinancialreportingand compliance.

B asis of A ccou nting

W e d raw attention to N ote I(B )of the financialstatements thatd escribes the basis of accou nting.
The financialstatements are prepared on the mod ified cash-basis of accou nting,whichis abasis
of accou nting other than accou nting principles generally accepted in the United States of
A merica.O u ropinions are notmod ified withthe respectto this matter.

O klahomaC ity,O klahoma
A u gu st4,2015

Autumn
Stamp




City of Madill, Oklahoma

Statement of Net Position - Modified Cash Basis

June 30, 2014

The accompanying notes are an integral part of these financial statements
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Governmental Business-Type
Activities Activities Total

ASSETS
Cash and Cash Equivalents $ 1,756,618.04 $ 827,929.70 $ 2,584,547.74
Restricted Cash and Cash Equivalents 404,017.66 404,017.66
Capital Assets

Capital Assets, Net of Depreciation 3,926,030.72 5,158,741.99 9,084,772.71

Total Assets $ 5,682,648.76 $ 6,390,689.35 $ 12,073,338.11

LIABILITIES
Bonds Pending Court $ 2,584.00 $ $ 2,584.00
Meter deposits 133,424.30 133,424.30
Long-Term Liabilities

Due in More Than One Year 13,185.35 2,259,661.14 2,272,846.49

Total Liabilities 15,769.35 2,393,085.44 2,408,854.79

NET POSITION
Net Investment in Capital Assets $ 3,912,845.37 $ 2,899,080.85 $ 6,811,926.22
Restricted for:

Airport 2.70 2.70
Debt Service and Capital Projects 1,051,042.75 261,344.00 1,312,386.75
Cemetary 9,164.68 9,164.68

Unrestricted 693,823.91 837,179.06 1,531,002.97
Total Net Position 5,666,879.41 3,997,603.91 9,664,483.32

Total Liabilities and Net Position $ 5,682,648.76 $ 6,390,689.35 $ 12,073,338.11



City of Madill

Statement of Activities - Modified Cash Basis

For the Year Ending June 30, 2014

The accompanying notes are an integral part of these financial statements
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Net (Expense) Revenue and
Changes in Net Position

Program Revenues Primary Government
Charges for Operating Grants Governmental Business-Type

Functions/Programs Expenses Services and Contributions Activities Activities Total
Primary government

Governmental activities:
General Government 939,264.53 13,235.70 31,700.74 (894,328.09) (894,328.09)
Streets & Highways 578,253.52 (578,253.52) (578,253.52)
Public Safety 1,205,827.96 142,061.63 65,992.95 (997,773.38) (997,773.38)
Cemetary & Parks 300,534.18 19,112.50 (281,421.68) (281,421.68)
Culture & Recreation 377,275.75 75,629.49 9,166.00 (301,646.26) (301,646.26)

Total governmental activities 3,401,155.94 250,039.32 106,859.69 (3,053,422.93) (3,053,422.93)

Business-type activities
General Government 880,181.36 189,653.87 199,999.00 (490,528.49) (490,528.49)
Water 525,201.74 856,873.95 331,672.21 331,672.21
Sewer 240,590.85 291,362.46 50,771.61 50,771.61
Garbage 315,468.25 336,148.81 20,680.56 20,680.56

Total business-type activities 1,961,442.20 1,674,039.09 199,999.00 (87,404.11) 20,680.56

Total primary government $ 5,362,598.14 $ 1,924,078.41 $ 306,858.69 $ (3,053,422.93) $ (87,404.11) $ (3,140,827.04)

General revenues:
Taxes:
Sales taxes 2,660,384.63 2,660,384.63
Other taxes 430,229.29 430,229.29

Donations & Reimbursements 12,290.16 12,290.16
Rent Income 91,082.70 91,082.70
Other Income 88,048.91 8,085.42 96,134.33
Interest income 684.68 1,096.38 1,781.06
Transfers in/out (240,497.97) 240,497.97

Total general revenues 3,042,222.40 249,679.77 3,291,902.17
Change in net position (11,200.53) 162,275.66 151,075.13

Net position - beginning 5,678,079.94 3,835,328.25 9,513,408.19

Net position - ending $ 5,666,879.41 $ 3,997,603.91 $ 9,664,483.32



City of Madill, Oklahoma
Balance Sheet - Modified Cash Basis

Governmental Funds
June 30, 2014

The accompanying notes are an integral part of these financial statements
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One-Cent Other Total

General Sales Tax Governmental Governmental

Fund Fund Fund Funds

ASSETS

Cash 606,373.84 1,049,625.01 100,619.19 1,756,618.04

Total Assets $ 606,373.84 $ 1,049,625.01 $ 100,619.19 $ 1,756,618.04

LIABILITIES AND FUND

Liabilities:

Bonds Pending Court 2,584.00 2,584.00

Total Liabilities 2,584.00 2,584.00

Fund Balances:

Restricted 9,167.38 9,167.38

Assigned 1,049,625.01 91,451.81 1,141,076.82

Unassigned 603,789.84 603,789.84

Total Fund Balances 603,789.84 1,049,625.01 100,619.19 1,754,034.04

Total Liabilities and 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 $ 1,754,034.04

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. 3,926,030.72

Long-term liabilities are not due and payable in the

current period and therefore are note reported in funds:

Capital lease obligations (13,185.35)

Net Position of Governmental Activities $ 5,666,879.41



City of Madill, Oklahoma
Statement of Revenues, Expenditures and Changes in Fund Balances - Modified Cash Basis

Governmental Funds
For the Year Ended June 30, 2014

The accompanying notes are an integral part of these financial statements
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One-Cent Other Total
General 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
Charges for 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

Total 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

Total 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 Changes in Fund

Balances of Governmnetal Funds to the Statement of Activities for the

Year Ended June 30, 2014

Net change in fund balances-total government funds $ 124,122.53

Purchase of fixed assets recorded as an expense in
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 expense in 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)

Change in net position of governmental activities $ (11,200.53)



City of Madill, Oklahoma

Statement of Net Position - Modified Cash Basis

Proprietary Funds

June 30, 2014

The accompanying notes are an integral part of these financial statements
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Madill
Public Works

Authority
ASSETS
Current Assets:

Cash and Cash Equivalents $ 827,929.70
Restricted Cash and Cash Equivalents 404,017.66

Total Current Assets 1,231,947.36

Noncurrent Assets:
Net Capital Assets 5,158,741.99

Total Noncurrent Assets 5,158,741.99

Total Assets $ 6,390,689.35

LIABILITIES
Current Liabilities:

Meter Deposits $ 133,424.30
Total Current Liabilities 133,424.30

Noncurrent Liabilities:
Notes Payable 2,259,661.14

Total Noncurrent Liabilities 2,259,661.14

Total Liabilities $ 2,393,085.44

NET POSITION
Net Investment in Capital Assets 2,899,080.85
Restricted 261,344.00
Unrestricted 837,179.06

Total Net Position $ 3,997,603.91

Total Liabilities and Net Position $ 6,390,689.35



City of Madill, Oklahoma
Statement of Revenues, Expenses and Changes in Net Position - Modified Cash Basis

Proprietary Fund
For the Year Ended June 30, 2014

The accompanying notes are an integral part of these financial statements
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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 (Loss) (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

Change in Net Position Before Transfe (78,222.31)

Transfers In/Out 240,497.97

Change in Net Position After Transfers 162,275.66

Net Position, Beginning of Year 3,835,328.25

Net Position, End of Year $ 3,997,603.91



City of Madill

Statement of Cash Flows - Modified Cash Basis - Proprietary Fund

For the Year Ending June 30, 2014

The accompanying notes are an integral part of these financial statements
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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 (loss) (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
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I. SUM M A RY O FSIGN IFIC A N T A C C O UN TIN G P O L IC IES

A .The ReportingE ntity

The C ity of M ad ill,O klahoma,(the C ity)is acharter city operating u nd er aC ou ncil-
M anager form of governmentau thorized by the charter and Title 11 of the O klahoma
statu tes.The governing bod y of the C ity is the C ity C ou ncilcomprised of five elected
members.The appointed C ityM anageris the ad ministrative head of the C ity.

The accompanying financialstatements presentthe C ity of M ad illand its component
u nits,entities for which the governmentis consid ered to be financially accou ntable.
B lend ed componentu nits,althou ghlegally separate entities,are,in su bstance,partof the
government’s operations.Each d iscretely presented component u nitis reported in a
separate colu mn in the government-wid e financial statements (see note below for
d escription)to emphasize thatitis legally separate from the government.There were no
d iscretelypresented componentu nits.

B lend ed C omponentUnit
The M ad illP u blic W orks A u thority was created Janu ary 1,197 1,forthe u se and benefitof
the beneficiary,C ity of M ad ill,to fu rnish,constru ct,ad minister and finance any pu blic
works facilities or improvements for pu blic pu rposes u nd er the laws of the State of
O klahoma.The C ity C ou ncilof the C ity of M ad illacts as the B oard of Tru stees of the
M ad ill P u blic W orks A u thority. The rates for u ser charges and bond issu ance
au thorizations are approved by the governmentcou nciland the legalliability for the
generalobligation portion of the A u thority’s d ebtremains with the government.The
A u thorityis reported as an enterprise fu nd .

B .Government-wide and fu nd financialstatements

Government-Wide Financial Statements

The government-wid e financialstatements (i.e.,the statement of netposition and the
statementof activities)reportinformation on allof the nonfid u ciaryactivities of the primary
governmentand its componentu nits.Forthe mostpart,the effectof interfu nd activity has
been removed from these statements. Governmental activities, which normally are
su pported by taxes and intergovernmentalrevenu es,are reported separately from business-
type activities, whichrelyto asignificantextenton fees and charges forsu pport.

The statementof activities d emonstrates the d egree to whichthe d irectexpenses of agiven
fu nction orsegmentis offsetbyprogram revenu es.Direct expenses are those thatare clearly
id entifiable with aspecific fu nction orsegment.Program revenues inclu d e 1)charges to
cu stomers or applicants who pu rchase,u se,or d irectly benefitfrom good s,services,or
privileges provid ed by agiven fu nction orsegmentand 2)grants and contribu tions thatare
restricted to meeting the operationalor capitalrequ irements of a particu lar fu nction or
segment.Taxes and otheritems notproperlyinclu d ed amongprogram revenu es are reported
instead as general revenues.
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The government-wid e financialstatements of the C ity are prepared on amod ified cash
basis of accou nting.Und erthis basis,cashreceipts are recognized as revenu e atthe d ate
of receiptand cashpayments are recognized as expend itu res atd ate of paymentwiththe
followingmod ifications:

 C apitalassets are record ed as assets when pu rchased and related d epreciation is
record ed .

 L ong-term d ebtis record ed when incu rred .
 Employee withhold ingtaxes thathave notbeen d eposited withthe IRS bu trelate to

compensation paid are record ed as liabilities.

A mou nts reported as program revenues inclu d e 1)charges to cu stomers orapplicants for
good s,services,or privileges provid ed ,2) operating grants and contribu tions,and 3)
capital grants and contribu tions,inclu d ing special assessments.Internally d ed icated
resou rces are reported as general revenues ratherthan as program revenu es.L ikewise,
generalrevenu es inclu d e alltaxes.

A s a general ru le the effect of interfu nd activity has been eliminated from the
government-wid e financialstatements.Exceptions to this generalru le are payments-in-
lieu of taxes and othercharges between the government’s waterand sewerfu nction and
variou s otherfu nctions of the government.Elimination of these charges wou ld d istortthe
d irectcosts and program revenu es reported forthe variou s fu nctions concerned .

Fund Financial Statements

Separate financialstatements are provid ed forgovernmentalfu nd s and proprietary fu nd s.
M ajorind ivid u algovernmentalfu nd s and majorind ivid u alenterprise fu nd s are reported
as separate colu mns in eachfu nd -type financialstatements.

Governmentalfu nd s are u sed to accou ntforessentially the same fu nctions reported as
governmentalactivities in the government-wid e financialstatements.The mod ified cash
basis of accou nting is u sed .H owever,the governmental fu nd s focu s on a cu rrent
financialresou rces measu rementthu s capitalassets and d ebtis notrecord ed .

The C ityreports the followingmajorgovernmentfu nd s:

GeneralFu nd -is the Government’s primary operatingfu nd .Itaccou nts forallfinancial
resou rces of the generalgovernment,exceptthose requ ired to be accou nted forin another
fu nd .

O ne C entSales Tax Fu nd -is aspecialrevenu e fu nd whichaccou nts ford ed icated sales
tax to be u sed forrepaymentof d ebtby the M ad illP u blic W orks A u thority,and water,
sewerand streetimprovements.Sales tax is d eposited in the O ne C entSales Tax Fu nd
and transferred to the M ad illP u blic W orks A u thorityforpaymentof d ebt.

N onmajorGovernmentalFu nd s are the C emetery,A irport,C apitalP rojectand GrantFu nd s.

The C ity reports the M ad illP u blic W orks A u thority (M P W A )as amajorproprietary fu nd .
M P W A accou nts forthe activities related to the provision of waterand sewerservices to
bu sinesses and resid ents. It operates the water and sewer treatment plants, water
d istribu tion system,sewercollections systems and pu mpstations.
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P roprietary fu nd s are accou nted foru singthe mod ified cashbasis of accou ntingmod ified
as follows:

 C apitalassets are record ed as assets when pu rchased and related d epreciation is
record ed .

 L ong-term d ebtis record ed when incu rred .
 Employee withhold ingtaxes thathave notbeen d eposited withthe IRS bu trelate to

compensation paid are record ed as liabilities.

P roprietary fu nd s d istingu ish operating revenu es and expenses from nonoperating items.
O perating revenu es and expenses generally resu ltfrom provid ing services and prod u cing
and d eliveringgood s in connection withaproprietary fu nd ’s principalongoingoperations.
The principaloperatingrevenu es of the C ity’s enterprise fu nd are charges to cu stomers for
sales and services.O perating expenses forenterprise fu nd s inclu d e the costof sales and
services,ad ministrative expenses,and d epreciation on capitalassets.A llrevenu es and
expenses notmeetingthis d efinition are reported as nonoperatingrevenu es and expenses.

W hen both restricted and u nrestricted resou rces are available for u se, it is the
government’s policy to u se restricted resou rces first,then u nrestricted resou rces as they
are need ed .

C .A ssets,liabilities,and netposition orequ ity

1. Deposits and investments

Forpu rposes of the statementof cashflows,the C ity consid ers short-term investments with
originalmatu rities ofthree months orless from the d ate ofacqu isitiontobe cashequ ivalents.

O klahomaStatu tes au thorize the C ity to investin d irectobligations of the United States
Government,its agencies or instru mentalities;collateralized or insu red certificates of
d eposits of financial institu tions located in the state of O klahoma or fu lly-insu red
certificates of d eposits of financialinstitu tions located ou tsid e the state;savings accou nts,
and cou nty,mu nicipalorschoold istrictgeneralobligation d ebt.

The C ity d oes nothave aspecific policy limitingthe concentration amou ntthatmay be
invested withone issu er.The C ityhas no formalpolicyon managingcred itrisk.

P u blic tru sts created u nd er O klahoma Statu tes Title 60 are notsu bjectto the above
investmentlimitations and are primarily governed by any restrictions in theirtru stornote
ind entu re.

2. Interfund transactions

Interfu nd receivables and payables arise from interfu nd transactions and are record ed in
the period transacted .Transfers are u sed to move revenu es from the fu nd thatstatu te or
bu d getrequ ires to collectthem to the fu nd thatstatu te orbu d getrequ ires to expend them
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and to move u nrestricted revenu e collected to finance variou s programs accou nted forin
otherfu nd s in accord ance withbu d getaryau thorizations.

3. Restricted assets

C ertain proceed s of the A u thority’s notes payable,as wellas certain resou rces setasid e for
theirrepayment,are classified as restricted assets on the statementof netassets becau se they
are maintained in separate bank accou nts and their u se is limited by applicable loan
covenants.C u stomer u tility d eposits and reserves held with the O klahoma M u nicipal
A ssu rance Grou pare reported as restricted cash.

4. Capital assets

C apitalassets,which inclu d e property,plant,equ ipment,and infrastru ctu re assets (e.g.,
road s,sid ewalks,and similar items),are reported in the applicable governmental or
bu siness-type activities colu mns in the government-wid e financialstatements.C apitalassets
are d efined bythe C ityas assets withan initialind ivid u alcostof more than $2,500 (amou nt
notrou nd ed )and an estimated u sefu llife in excess of one year.Su chassets are record ed at
historicalcostorestimated historicalcostif pu rchased orconstru cted .D onated capitalassets
are record ed atestimated fairmarketvalu e atthe d ate of d onation.The costs of normal
maintenance and repairs thatd o notad d to the valu e of the assetormaterially extend assets
lives are notcapitalized .M ajorou tlays forcapitalassets and improvements are capitalized
as projects are constru cted .

P roperty,plant,and equ ipmentof the primary government,as wellas the componentu nits,
are d epreciated u singthe straightline method overthe followingestimated u sefu llives:

A ssets Y ears
B u ild ings 50
Infrastru ctu re 25
System infrastru ctu re 30
V ehicles 5
M achineryand equ ipment 10

5. Fund Equity

B eginningJu ly 1,2010,the C ity implemented GA SB StatementN o.54,“Fu nd B alance
Reporting and GovernmentalFu nd Type D efinitions.”This Statement more clearly
d efined fu nd balance categories to make the natu re and extentof the constraints placed on
agovernment’s fu nd balance more transparent.

Fu nd B alance C lassification:The governmentalfu nd financialstatements presentfu nd
balances based on classifications thatcomprise ahierarchy thatis based primarily on the
extentto which the entity is bou nd to honor constraints on the specific pu rposes for
which amou nts in the respective governmentalfu nd s can be spent.The classifications
u sed in the governmentalfu nd financialstatements are as follows:
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N onspend able:This classification inclu d es amou nts thatcannotbe spentbecau se they are
either (a) not in spend able form or (b) are legally or contractu ally requ ired to be
maintained intact.C ity of M ad ill,O klahomad id nothave any nonspend able resou rces as
of Ju ne 30,2014.

Restricted :This classification inclu d es amou nts forwhich constraints have been placed
on the u se of the resou rces either(a)externally imposed by cred itors (su chas throu gha
d ebtcovenant),grantors,contribu tors,orlaws orregu lations of othergovernments,or(b)
imposed by law throu ghconstitu tionalprovisions orenablinglegislation.C ity of M ad ill,
O klahomahas restricted resou rces bystate law and from grants as of Ju ne 30,2014.

C ommitted :This classification inclu d es amou nts thatcan be u sed only forspecific pu rposes
pu rsu antto constraints imposed byformalord inance orresolu tion of the C ityC ou ncil.These
amou nts cannotbe u sed forany otherpu rpose u nless the C ity C ou ncilremoves orchanges
the specified u se by taking the same type of action (ord inance or resolu tion) thatwas
employed when the fu nd s were initially committed .This classification also inclu d es
contractu alobligations to the extentthatexistingresou rces have been specificallycommitted
foru se insatisfyingthose contractu alrequ irements.

A ssigned :This classification inclu d es amou nts thatare constrained by C ity of M ad ill,
O klahoma’s intent to be u sed for a specific pu rpose bu t are neither restricted nor
committed .This intentcan be expressed by the C ity C ou ncilor throu gh the cou ncil
d elegatingthis responsibilityto the managerthrou ghthe bu d getaryprocess.

Unassigned :This classification inclu d es the resid u alfu nd balance forthe GeneralFu nd .The
u nassigned classification also inclu d es negative resid u al fu nd balance of any other
governmentalfu nd thatcannotbe eliminated byoffsettingofassigned fu nd balance amou nts.

The C ity wou ld typically u se restricted fu nd balances first,followed by committed resou rces
and the assigned resou rces,as appropriate opportu nities arise,bu treserves the rightto
selectivelyspend u nassigned resou rces firsttod eferthe u se ofthese otherclassified fu nd s.

6. Government-wide Net Assets

Government-wid e netassets are d ivid ed into three components:

 N etinvestments in capitalassets– consistof the historicalcostof capitalassets
less accu mu lated d epreciation and less any d ebtthatremains ou tstand ingthatwas
u sed to finance those assets.

 Restricted netassets –consistof netassets thatare restricted by cred itors,bythe state
enablinglegislation,bygrantors(bothfed eraland state),and byothercontribu tors.

 Unrestricted –allothernetassets are reported in this category.
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II. B UD GETA RY IN FO RM A TIO N

The city managersu bmits an annu albu d getto the C ity C ou ncilin accord ance with the
C ity C harterand the O klahomaM u nicipalB u d getA ct.In Ju ne the C ity C ou ncilad opts
annu alfiscalyearappropriated bu d gets forallcity fu nd s.

The appropriated bu d getis prepared by fu nd ,d epartmentand categories (personnelservices,
materials and su pplies,otherservices and charges,capitalou tlay,d ebtservices and transfers).
Transfers of appropriations between d epartments within afu nd requ ire the approvalof the
C ity M anager.Transfers of appropriations between fu nd s and su pplements to the bu d get
requ ire C ity C ou ncilapproval.The legallevelof bu d getary control(i.e.,the levelatwhich
expend itu resmaynotlegallyexceed appropriations)isthe d epartmentlevel.

III. D EP O SITS

D epositC u stod ialC red itRisk:C u stod ialcred itriskis the riskthatin the eventof abank
failu re,the government’s d eposits may notbe retu rned to it.The C ity follows state
statu es regard ingcu stod ialcred itriskwhichrequ ires collateralforalld eposits in excess
of Fed eralD epositInsu rance.A s of Ju ne 30,2014,the C ity’s bank balances were not
exposed to cu stod ialcred itrisk.

IV . C O N TRA C TUA L O B L IGA TIO N S

S.O .R.D .
The C ity has entered into a contract with Sou thern O klahoma Regional D isposal
(S.O .R.D .) to provid e solid waste collection and d isposalservices for the commu nity.
C harges forsu ch services are billed and collected throu gh the M P W A .The M P W A then
makes payments to S.O .R.D .accord ingto amou nts actu ally collected on amonthly basis,
less a 6% servicing fee retained by the C ity.The board of S.O .R.D .is mad e u p of
governmentofficials from the S.O .R.D .service area.

C emetery
The C ityhas entered into apu rchase contractforthe acqu isition of certain land forthe u se of
the C ity’s cemetery.Und erthis contract,the C ityis requ ired to su bmitone-tenth(10%)ofall
proceed s d erived from the sale of grave lots within the areaof the land pu rchased to the
originalland owners.Forthe yearend ed Ju ne 30,2014,10% ofthese lotsales totaled $690.
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V . C A P ITA L A SSETS

C apitalassetactivityforthe yearend ed Ju ne 30,2014 was as follows:

B eginning End ing

B alance Increases D ecreases B alance

GovernmentalFu nds

L and 94,036 - - 94,036

L and Improvements 1,213,034 - - 1,213,034

B u ild ings 4,516,111 5,500 - 4,521,611

Fu rnitu re and Fixtu res 30,000 4,139 - 34,139

V ehicles 1,17 8 ,522 9,499 - 1,18 8 ,021

M achineryand Equ ipment 1,928 ,351 7 2,7 8 9 - 2,001,140

Infrastru ctu re 4,363,955 38 7 ,7 60 - 4,7 51,7 15

Totalcapitalassets 13,324,009 47 9,68 7 - 13,8 03,696

A ccu mu lated D epreciation (9,200,200) (67 7 ,466) - (9,8 7 7 ,666)

N etA ssets 4,123,8 09$ 3,926,030$

B u siness-type activities

L and 67 6,140 - - 67 6,140

B u ild ings 56,8 00 - - 56,8 00

V ehicles 268 ,8 8 4 - - 268 ,8 8 4

M achineryand Equ ipment 426,168 94,566 - 520,7 34

W aterSystem 10,38 6,464 1,093,663 - 11,48 0,127

SewerSystem 5,117 ,7 57 - - 5,117 ,7 57

Totalcapitalassets 16,932,213 1,18 8 ,229 - 18 ,120,442

A ccu mu lated D epreciation (12,564,057 ) (397 ,643) - (12,961,7 00)

N etA ssets 4,368 ,156$ 5,158 ,7 42$

V I. IN TERFUN D TRA N SFERS

Interfu nd transfers as of Ju ne 30 consisted of the following:

O ne C ent M ad illP u blic A ll

GeneralFu nd Sales Tax W orks O ther Total

GeneralFu nd -$ -$ 93,500.00$ -$ 93,500.00$

O ne C entSales Tax - - - - -

M ad illP u blic W orks A u thority - 320,8 51.62 - - 320,8 51.62

A llO thers - 155,950.98 - - 155,950.98

Total -$ 47 6,8 02.60$ 93,500.00$ -$ 57 0,302.60$

Reconciliation to Fu nd FinancialStatements:

Transfers In Transfers O u t N etTransfers

GovernmentalFu nd s 236,304.63$ 47 6,8 02.60$ (240,497 .97 )$

P rprietary Fu nd s 333,997 .97 93,500.00 240,497 .97

57 0,302.60$ 57 0,302.60$ -$

TransferFrom

Transfers are u sed to move revenu es from the fu nd thatstatu te or bu d getrequ ires to
collectthem to the fu nd thatstatu te orbu d getrequ ires to expend them.
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V II. L O N G-TERM L IA B IL ITIES

L ong-term liabilities of the C ity of M ad illare as of Ju ne 30,2014,are su mmarized as follows:

B u siness-type activities

The firstnote payable to L and mark B ank carries an interestrate of 2.95%.These monies were

u sed to pay off existingd ebtand to finance variou s P W A projects.The balance of this note as of

Ju ne 30,2014 was $1,67 9,663 and matu res in Febru ary 2015.M P W A willpay this loan in fu ll
immed iatelyu pon the lend er’s d emand .If no d emand is mad e,M P W A willpay this loan in
one paymentof allou tstand ing principalplu s allaccru ed u npaid intereston Febru ary 5,
2015.In ad d ition,M P W A willpay regu larmonthly payments of allaccru ed u npaid interest
d u e as of each payment d ate beginning M arch 5,2014;with allsu bsequ ent interest
payments to be d u e onthe same d ayofeachmonthafterthat.

The second note payable to L and markB ankcarries an interestrate of 4.2%.These monies were
u sed for the constru ction of a stand pipe.The balance of this note as of Ju ne 30,2014 was
$531,8 67 and matu res in September2021.The M P W A paid $19,98 8 in principaland $24,403 in
intereston this obligation forthe yearend ingJu ne 30,2014. P ayments on this note are $3,699
permonth.

Y earEnd ingJu ne 30, P rincipal Interest
2015 22,47 9 21,909
2016 23,442 20,946
2017 24,445 19,943

2018 25,492 18 ,8 96
2019 26,58 3 17 ,8 05

2019/2022 409,426 46,38 7
Totals 531,8 67$ 145,8 8 6$

B u siness-Type A ctivities
N otes P ayable

The M P W A receives aspecialone centsales tax approved forthe pu rpose of assistingthe
M P W A in meeting principal,interest,and d ebtservice requ irements on its au thorized
ind ebted ness.P ayments are serviced from the O ne-C entsales tax fu nd .D u ring 2014
$66,596 of interestwas paid bythe M P W A .

GovernmentalA ctivities and B u siness-Type A ctivities C apitalL ease O bligations
The C ity has entered into lease agreements as lessee forfinancingthe acqu isition of certain
equ ipment.The lease agreements qu alify as capitalleases foraccou nting pu rposes since
title transfers atthe end of the lease term and ithas been record ed atthe presentvalu e ofthe
fu tu re minimu m lease payments.The lease contains acancellation clau se whichgives the
C itythe abilityto terminate the lease agreementatthe end ofeachfiscalyear.

The sched u le of fu tu re minimu m lease payments u nd erthe capitallease and the presentvalu e of
the netminimu m lease payments atJu ne 30 are as follows:
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Y earEnd ing

Gove rnme ntalA ctivitie s: Ju ne 30

2015 13,421$

P resentvalu e of fu tu re minimu m lease payments 13,421$

L ess:Interest (235.8 7 )

N etM inimu m L ease P ayments 13,18 5$

C u rrentP ortion (13,18 5)

L ong-term P ortion -$

Y earEnd ing

B u sine ss-Type A ctivitie s: Ju ne 30

2015 24,7 37$

2016 24,7 37

P resentvalu e of fu tu re minimu m lease payments 49,47 4$

L ess:Interest (1,343.97 )

N etM inimu m L ease P ayments 48 ,130$

C u rrentP ortion (23,7 46)

L ong-term P ortion 24,38 4$

V III. P EN SIO N P L A N S

M u nicipalRetirementP lan

The C ity of M ad illand its employees participate in the O klahomaM u nicipalRetirement
Fu nd .A llregu lar fu ll-time employees,exceptthose covered u nd er another retirement
system are eligible.Employees are vested at7 years.

The O M RF issu es apu blicly available financialreportthatinclu d es financialstatements
and the requ ired su pplementary information thatcan be obtained by requ estingacopy at
C ityH all.

Fu nd ingP olicy:The contribu tion requ irements of C ity of M ad illand M ad illP u blic W orks
A u thority and employees are established and may be amend ed by the O M RF board .
Employees are requ ired to contribu te 4.50 percentoftheirannu alcovered salaryaftertax.
C ity of M ad illand M ad illP u blic W orks A u thority are requ ired to contribu te atan
actu ariallyd etermined rate;the rate atJu ne 30,2014 is 13.8 7 percentof covered payroll.

A nnu alP ension C ost:For 2013-2014,C ity of M ad illand M ad illM u nicipalA u thority’s
annu alpension costof $48 ,7 57 and $40,138 ,respectively,were equ alto the requ ired
contribu tions.The requ ired contribu tion was d etermined as partof the Janu ary 1,2012
actu arial valu ation u sing the entry age normal actu arial cost method . The actu arial
assu mptions inclu d ed (I)7 .5percentinvestmentrate of retu rn,(II)projected salary increases
d u e to inflation of 3 percent,compou nd ed annu ally,and (III)projected salary increases d u e
toage/seniority,compou nd ed annu ally.A ssetvalu ationmethod was actu arialmethod .
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P olicemen's RetirementP lan
P olice d epartmentemployees in O klahoma participate in a state ad ministered pension
program established u nd erlegislative au thority,O klahomaP olice P ension and Retirement
System,which is a cost-sharing mu ltiple-employer pu blic employee retirementsystem
(P ERS).Und erthis program,contribu tions are mad e by eachof three parties -the C ity,the
State of O klahoma,and the participating employees.The C ity has no responsibility or
au thority forthe operation and ad ministration of the pension program norhas itany related
liability,exceptforthe cu rrentcontribu tion requ irements.A participantwithtwentyyears of
service may retire with anormalretirementallowance.The normalretirementallowance
paid monthly forlife and then to beneficiaries equ als 2.5% of the average compensation of
the highest30 consecu tive months of the last60 months of contribu tory service mu ltiplied
by the nu mber of years of cred ited service u p to the maximu m of 30 years.A d d itional
information can be obtained by writingO klahomaP olice P ension and RetirementB oard ,
1001 N .W .63rd ,Su ite 305,O klahomaC ity,O K 7 3116.

The contribu tion rates forthe C ity and its employees are established by Statu te.The C ity
is requ ired to contribu te 13% forthe yearend ed Ju ne 30,2014.P articipatingmembers are
requ ired to contribu te 8 %.The C ity contribu ted $49,549 on behalf of its employees for
year end ing Ju ne 30,2014.Employees contribu ted $30,492.Totalpolice payrolland
covered payrollforthe yearwas $498 ,541 and $38 1,146,respectively.

Firefighters'RetirementP lan
Fire d epartmentemployees in O klahomaparticipate in astate ad ministered pension program
established u nd erlegislative au thority,O klahomaFirefighters'P ension Fu nd ,whichis acost-
sharingmu ltiple-employerpu blic employee retirementsystem (P ERS).Und erthis program,
contribu tions are mad e by eachof three parties -the C ity,the State of O klahoma,and the
participating employees.The C ity has no responsibility orau thority forthe operation and
ad ministration of the pension program norhas itany related liability,exceptforthe cu rrent
contribu tion requ irements.A d d itionalinformation can be obtained by writingO klahoma
Firefighters P ension and RetirementB oard ,4545 N .L incoln B lvd .,Su ite 165,O klahoma
C ity,O K 7 3105.

A participantwithtwenty years of service may retire withanormalretirementallowance.
The normalretirementallowance paid monthly forlife and then to beneficiaries equ alto
2.5% of the average compensation of the highest30 months of the last60 months of
contribu tory service mu ltiplied by the nu mber of years of cred ited service u p to the
maximu m of 30 years.The contribu tion rates for the C ity and its employees are
established by Statu te.The C ity is requ ired to contribu te 13% perthe yearJu ne 30,2014.
P articipating members are requ ired to contribu te 8 %.The C ity contribu ted $22,621 on
behalf of its employees foryearend ingJu ne 30,2014.Employees contribu ted $13,921.
Total fire payroll and covered payroll for the year was $18 6,98 8 and $17 4,00 8 ,
respectively.
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IX . C O N TIN GEN C IES

Fed eralP rograms

The C ityparticipates in anu mberof fed erallyassisted grantprograms.These programs are
su bjectto program compliance au d its by the grantors ortheirrepresentatives.The final
acceptance of the au d its of these programs inclu d ingthe yearend ed Ju ne 30,2014,has not
been given.A ccord ingly,the C ity's compliance withapplicable grantrequ irements willbe
established atsome fu tu re d ate.The amou nt,if any,of expend itu res which may be
d isallowed by the grantingagencies cannotbe d etermined atthis time.H owever,the C ity
expects su chamou nts,if any,to be immaterial.

X III. RISK M A N A GE M EN T

The C ity is exposed to variou s risks of loss (torts,theftof,d amage to,ord estru ction of
assets,bu siness interru ptions,errors and omissions,job-related illnesses or inju ries to
employees,and acts of God )and has established ariskmanagementstrategy thatattempts
to minimize losses and the carrying costof insu rance.There have been no significant
red u ctions in insu rance coverage from the prioryearand settlements have notexceed ed
coverage in the pastthree years.

GeneralL iability,P hysicalP roperty and A u tomobile L iability/P hysicalD amage -general
liability,physicalproperty and au tomobile liability/physicald amage are insu red throu gh
the O klahomaM u nicipalA ssu rance Grou p(O M A G)riskentity pool.D ed u ctibles range
from $0 to $5,000.Risk of loss retained is limited to the excess of insu rance liability
coverage limits setbyO M A G.

W orkers’ C ompensation - W orkers’ compensation is insu red throu gh C ompSou rce
O klahoma.Risk of loss retained is limited to the excess of insu rance liability coverage
limits setbyC ompSou rce O klahoma.

X IV . SUB SEQ UEN T E V EN T

O ctober2014,the C ity of M ad illentered into alease pu rchase agreementof $23,27 6,for
aparkand cemetery tru ckwithan interestrate of 3.99%.A greementhas $647 permonth,
foraterm of 12 months,commencing on O ctober17 ,2014 and payable on the 17 th of
eachmonththereafter,withfinalpaymentd u e 17 th of O ctober,2017 .

O ctober2014,the C ity of M ad illentered into alease pu rchase agreementof $330,000 fora
fire pu mperwithan interestrate of 3.50%.M onthly payments of $4,437 ,foraterm of 12
months,started on N ovember30,2014,and payable on the 30th d ayof eachmonththereafter
u ntilN ovember30,2015.End of lease term,beingthe 30th d ay of N ovember2021,L essee
shallmake the finalpaymentof the ou tstand ing principalbalance plu s accru ed interestor
L essee mayrenew this lease u ponthe same terms as agreed tooriginally.
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Capital Total
Cemetary Projects Grants Airport FSB Building Nonmajor

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 $ 9,164.68 $ 18,292.49 $ 1,417.74 $ 2.70 $ 71,741.58 $ 100,619.19

LIABILITIES
Accounts Payable
Accrued Liabilities
Due to 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 FUND BALANCE $ 9,164.68 $ 18,292.49 $ 1,417.74 $ 2.70 $ 71,741.58 $ 100,619.19
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Capital Total
Cemetary Projects Grants Airport FSB Building Nonmajor

Fund Fund Fund Fund Fund Funds
Revenues

Charges for Services 2,112.50 2,112.50
Interest Revenues 0.94 2.12 44.98 48.04
Grant Revenues 89.74 31,611.00 31,700.74

Total Revenues 2,113.44 2.12 89.74 31,611.00 44.98 33,861.28

Expenditures
Maintenance & Operations 690.00 89.74 31,611.00 32,993.94 65,384.68

Total Expenses 690.00 89.74 31,611.00 32,993.94 65,384.68

Excess Revenues over Expenses 1,423.44 2.12 (32,948.96) (31,523.40)

Other Financing Sources and Uses
Transfers In/Out 15,091.39 15,091.39

Total Other Financing Sources and Uses 15,091.39 15,091.39

Net Change in Fund Balances 1,423.44 15,093.51 (32,948.96) (16,432.01)

Fund Balances, Beginning 7,741.24 3,198.98 1,417.74 2.70 104,690.54 117,051.20

Fund Balances, Ending $ 9,164.68 $ 18,292.49 $ 1,417.74 $ 2.70 $ 71,741.58 $ 100,619.19
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IN D EP EN D EN T A UD ITO R’S REP O RT O N IN TERN A L C O N TRO L O V ER FIN A N C IA L
REP O RTIN G A N D O N C O M P L IA N C E A N D O TH ER M A TTERS B A SED O N A N A UD IT O F

FIN A N C IA L STA TEM EN TS P ERFO RM ED IN A C C O RD A N C E W ITH GO V ERN M EN T A UD ITIN G
STA N D A RD S

To the B oard of Tru stees
C ity of M ad ill

W e have au d ited ,in accord ance with the au d iting stand ard s generally accepted in the United States of
A mericaand the stand ard s applicable to financialau d its contained in GovernmentA u d iting Stand ard s
issu ed by the C omptrollerGeneralof the United States,the accompanyingmod ified cashbasis financial
statements of the governmentalactivities,the bu siness-type activities,the aggregate d iscretely presented
componentu nits,eachmajorfu nd ,and the aggregate remainingfu nd information of C ity of M ad ill,as of
and forthe yearend ed Ju ne 30,2014,and the related notes to the financialstatements,whichcollectively
comprise C ity of M ad ill’s basic financialstatements,and have issu ed ou rreportthereon d ated A u gu st5,
2015.

The reportwas a specialreporton the C ity’s u se of a comprehensive basis of accou nting other than
accou ntingprinciples generally accepted in the United States of A merica.

InternalC ontrolO verFinancialReporting

In planningand performingou rau d itof the financialstatements,we consid ered M ad ill’s internalcontrol
overfinancialreporting (internalcontrol)to d etermine the au d itproced u res thatare appropriate in the
circu mstances for the pu rpose of expressing ou r opinions on the financialstatements,bu tnotfor the
pu rpose of expressingan opinion on the effectiveness of M ad ill’s internalcontrol.A ccord ingly,we d o not
express an opinion on the effectiveness of M ad ill’s internalcontrol.

A d eficiency in internalcontrolexists when the d esign or operation of a controld oes not allow
managementoremployees,in the normalcou rse of performing theirassigned fu nctions,to prevent,or
d etectand correct,misstatements on atimely basis.A materialweakness is ad eficiency,oracombination
of d eficiencies,in internalcontrolsu chthatthere is areasonable possibility thatamaterialmisstatement
of the entity’s financialstatements willnotbe prevented ,ord etected and corrected on atimely basis.A
significantd eficiency is ad eficiency,or a combination of d eficiencies,in internalcontrolthatis less
severe than a material weakness,yet important enou gh to merit attention by those charged with
governance.

O u rconsid eration of internalcontrolwas forthe limited pu rpose d escribed in the firstparagraphof this
section and was notd esigned to id entify alld eficiencies in internalcontrolthatmightbe material
weaknesses orsignificantd eficiencies and therefore,materialweaknesses orsignificantd eficiencies may
exist that were not id entified .Given these limitations,d u ring ou r au d it we d id not id entify any
d eficiencies in internalcontrolthatwe consid erto be materialweaknesses.H owever,materialweaknesses
may existthathave notbeen id entified .W e d id id entify certain d eficiencies in internalcontrol,d escribed
in the accompanying sched u le of find ings and qu estioned costs that we consid er to be significant
d eficiencies.2014-1 & 2014-2
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C ompliance and O therM atters

A s partof obtaining reasonable assu rance abou twhetherC ity of M ad ill’s financialstatements are free
from materialmisstatement,we performed tests of its compliance with certain provisions of laws,
regu lations,contracts,and grantagreements,noncompliance withwhichcou ld have ad irectand material
effecton the d etermination of financialstatementamou nts.H owever,provid ingan opinion on compliance
with those provisions was notan objective of ou r au d it,and accord ingly,we d o notexpress su ch an
opinion.The resu lts of ou rtests d isclosed instances of noncompliance orothermatters thatare requ ired to
be reported u nd erGovernment Auditing Standards whichare d escribed in the accompanyingsched u le of
find ings and response as item 2014-2.

C ityof M adill’s Response to Findings

C ity of M ad ill’s response to the find ings id entified in ou rau d itis d escribed in the accompanyingsched u le
of find ings and qu estioned costs.C ity of M ad ill’s response was notsu bjected to the au d itingproced u res
applied in the au d itof the financialstatements and ,accord ingly,we express no opinion on it.

P u rpose of this Report

The pu rpose of this reportis solely to d escribe the scope of ou rtestingof internalcontroland compliance
and the resu lts of thattesting,and notto provid e an opinion on the effectiveness of the entity’s internal
controlor on compliance.This reportis an integralpartof an au d itperformed in accord ance with
GovernmentA u d itingStand ard s in consid eringthe entity’s internalcontroland compliance.A ccord ingly,
this commu nication is notsu itable forany otherpu rpose.

O klahomaC ity,O klahoma
A u gu st5,2015

Autumn
Stamp
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S chedu le of C u rrentFindings and Responses

2014-1 FinancialReporting(RepeatFinding)

Condition – M aterialad ju stments were necessary to prepare the financialstatements.In
ad d ition,the C ity d oes nothave afinancialreportingsystem in place to ensu re thatthe trial
balances u sed in the year-end financialstatementpreparation process is final,contains all
valid jou rnalentries,and that allrelevant information is d isclosed in the appropriate
accou nting period and in accord ance with the basis of accou nting u sed to prepare the
financialstatements.

Criteria - Effective internalcontroloverfinancialreporting inclu d es the id entification and
analysis of the risk of materialmisstatements in the financialstatements.M anagementis
responsible ford esigningasystem to manage the risks even ifthe preparation is transferred to
aservice provid er.A n ind ivid u alwith su fficientawareness of orexperience in accou nting
principles and d isclosu re requ irements shou ld be d esignated to oversee the preparation of the
year-end financialstatements.

Effect –M aterialad ju stments were necessary.

Cause –The internalcontrolstru ctu re of the C ity focu ses primarily on d aily operations.The
staff d oes reconcile the monthlyfinancialinformation need ed to provid e accu rate reports on
abu d getary basis.The C ity d oes notcu rrently have acontrolsystem in place to d etermine
thatthe trialbalances u sed in the financialstatementpreparation process atyear-end are
finalwhen prepared on the mod ified cash basis or to d etermine appropriate financial
statementd isclosu res.

Recommendation – The C ity need s to evalu ate the cost of engaging a third party or
d esignatingand traininganemployee withsu fficientawareness oforexperience in accou nting
principles related to mu nicipalities to ensu re thatalljou rnalentries are record ed and that
su pportingfinancialrecord s agree withthe generalled gerforallaccou nts as need ed atyear-
end to reporton the mod ified cash basis.In ad d ition,this person wou ld be responsible for
d eterminingyear-end financiald isclosu res are ad equ ate..

Management Response – W e plan to engage an ou tsid e C P A to assistwith financial
reportingwhen necessary.W e willcontinu e to focu s on ways thatwe can perform more of
the financialreporting d u ties atyear-end .Fu rthermore,once allau d itad ju sting entries
have been mad e mostof this find ingwillbe irrelevant.

2014-2 P u rchasing(RepeatFinding)

Condition – C ity d oes nothave ad equ ate controls implemented to ensu re pu rchasing
statu tes and pu rchasingord inances are beingfollowed .
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Criteria –C ityO rd inance N o.693requ ires pu rchases requ iringrequ isitions to obtain specific
approvals atcertain threshold s and qu otes if applicable.O klahomaStatu tes Title 62 Section
310.1 requ ires thatapu rchase ord ers and contracts mu stbe au thorized priorto the time the
commitmentis mad e.O klahomaStatu tes Title 62 Section 310.1arequ ires signed invoices or
d eliverytickets attached topu rchase ord ers before beingapproved forpayment.

Context–D u ringtestingof Expend itu res 16% were notfollowingthe pu rchasinggu id elines
in regard s to approvals and qu otes if applicable.

Effect–Risk of misappropriation of assets as wellas noncompliance with state law and
cityord inances.

Cause –Failu re in the operation of internalcontrols overpu rchasing.

Recommendation – The C ity shou ld strengthen internal controls su rrou nd ing
d isbu rsements to ensu re allpu rchases are properly approved before the pu rchase occu rs
and allrequ ired d ocu mentation is obtained .The C ity shou ld also consid er raising the
threshold forrequ isition requ irements.

Management Response –M anagementwillbegin amore comprehensive review of the
expend itu re process to stress with d epartmenthead s the process to be followed to be in
compliance withthe ord inance.

S chedu le of P riorFindings and Responses

2013-1 FinancialReporting(RepeatFinding)

2013-2 P u rchasing(RepeatFinding)

2013-3C ashReceipts -Resolved

2013-4 UtilityA ccou ntA dju stments -Resolved


