
 

 

 
 
 
 

AUDIT REPORT 

 

TOWN OF CADDO, OKLAHOMA 

 

JUNE 30, 2016 

 
 

 

 
 

 

 

KERSHAW CPA & ASSOCIATES, PC 
 

5300 WEST OKMULGEE AVENUE             607 NORTH 1ST STREET 
MUSKOGEE, OKLAHOMA 74401         PONCA CITY, OKLAHOMA 74601 
PHONE (918) 684-1040              WEB: KERSHAWCPA.COM                    PHONE (580) 762-1040 
FAX (918) 684-1041         E-MAIL: REK@KERSHAWCPA.COM                         FAX (580) 762-1047 



TOWN OF CADDO, OKLAHOMA 

JUNE 30, 2016 

 

TABLE OF CONTENTS 

 

 2 

            PAGE 

 

FINANCIAL SECTION:  

 

INDEPENDENT AUDITOR’S REPORT       4-6 

 

BASIC FINANCIAL STATEMENTS: 

 

 Government-Wide Financial Statements: 

 

EXHIBIT A STATEMENT OF NET POSITION        7  

 

EXHIBIT B STATEMENT OF ACTIVITIES        8 

 

Fund Financial Statements: 

  

 EXHIBIT C BALANCE SHEET – GOVERNMENTAL FUNDS      9 

 

 EXHIBIT D STATEMENT OF REVENUES, EXPENDITURES 

   AND CHANGES IN FUND BALANCE – 

GOVERNMENTAL FUNDS     10-11 

 

 EXHIBIT E STATEMENT OF NET POSITION  

– PROPRIETARY FUND        12 

 

 EXHIBIT F STATEMENT OF REVENUES, EXPENSES AND  

   CHANGES IN FUND NET POSITION 

- PROPRIETARY FUND        13 

 

 EXHIBIT G STATEMENT OF CASH FLOWS  

– PROPRIETARY FUND        14 

NOTES TO THE FINANCIAL STATEMENTS     15-28 

 

REQUIRED SUPPLEMENTARY INFORMATION:         

 

EXHIBIT H BUDGETARY COMPARISON SCHEDULE     29 

 

NOTES TO BUDGETARY COMPARISON SCHEDULE      30 

 

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      31-32 



TOWN OF CADDO, OKLAHOMA 

JUNE 30, 2016 

 

TABLE OF CONTENTS 

 

 3 

 

SCHEDULE OF FINDINGS           33 

 

 



KERSHAW CPA & ASSOCIATES, PC 
 
5300 WEST OKMULGEE AVENUE              607 NORTH 1ST STREET 
MUSKOGEE, OKLAHOMA 74401              PONCA CITY, OKLAHOMA 74601 
PHONE (918) 684-1040              WEB: KERSHAWCPA.COM                       PHONE (580) 762-1040 
FAX (918) 684-1041         E-MAIL: REK@KERSHAWCPA.COM                       FAX (580) 762-1047 
_____________________________________________________________________________________________________________________ 

 

 4 

INDEPENDENT AUDITOR’S REPORT 

 

To the Town Council 

Town of Caddo, Oklahoma 
 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the governmental 

activities, the business-type activities, each major fund, and the aggregate 

remaining fund information of the Town of Caddo, Oklahoma, as of and for the 

fiscal year ended June 30, 2016, and the related notes to the financial 

statements, which collectively comprise the Town’s basic financial statements 

as listed in the table of contents.  

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these 

financial statements in accordance with accounting principles generally 

accepted in the United States of America; this includes the design, 

implementation, and maintenance of internal control relevant to the preparation 

and fair presentation of financial statements that are free from material 

misstatement, whether due to fraud or error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express opinions on these financial statements based 

on our audit.  We conducted our audit in accordance with auditing standards 

generally accepted in the United States of America, and the standards applicable 

to financial audits contained in Government Auditing Standards, issued by the 

Comptroller General of the United States, and in accordance with Oklahoma 

Statutes. Those standards require that we plan and perform the audit to obtain 

reasonable assurance about whether the financial statements are free of material 

misstatement.  

 

An audit involves performing procedures to obtain audit evidence about the 

amounts and disclosures in the financial statements.  The procedures selected 

depend on the auditor’s judgment, including the assessment of the risks of 

material misstatement of the financial statements, whether due to fraud or 

error.  In making those risk assessments, the auditor considers internal control 

relevant to the entity’s preparation and fair presentation of the financial 

statements in order to design audit procedures that are appropriate in the 

circumstances but not for the purpose of expressing an opinion on the 

effectiveness of the entity’s internal control.  Accordingly, we express no 

such opinion.  An audit also includes evaluating the appropriateness of 

accounting policies used and the reasonableness of significant accounting 
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estimates made, by management, as well as evaluating the overall presentation 

of the financial statements.  

 

We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our audit opinions. 

 

Opinions 

 

In our opinion, the financial statements referred to above present fairly, in 

all material respects, the respective financial position of the governmental 

activities, the business-type activities, each major fund, and the aggregate 

remaining fund information of the Town of Caddo, Oklahoma, as of June 30, 2016, 

and the respective changes in financial position and, where applicable, cash 

flows thereof for the year then ended in accordance with accounting principles 

generally accepted in the United States of America. 

 

Other Matters 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require 

that the Budgetary Comparison Information be presented to supplement the basic 

financial statements.  Such information, although not part of the basic 

financial statements, is required by the Governmental Accounting Standards Board 

who considers it to be an essential part of financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or 

historical context.  We have applied certain limited procedures to the required 

supplementary information in accordance with auditing standards generally 

accepted in the United States of America, which consisted of inquiries of 

management about the methods of preparing the information and comparing the 

information for consistency with management’s responses to our inquiries, the 

basic financial statements, and other knowledge we obtained during our audit of 

the basic financial statements.  We do not express an opinion or provide 

assurance on the information because the limited procedures do not provide us 

with sufficient evidence to express an opinion or provide any assurance. 

 

Management has omitted the Management’s Discussion and Analysis that accounting 

principles generally accepted in the United States of America require 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 consider it to be an 

essential part of financial reporting for placing the basic financial statements 

in an appropriate operation, economic, or historical context.  Our opinion on 

the basic financial statements is not affected by this missing information.   
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Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report 

dated October 20, 2016, on our consideration of the Town of Caddo, Oklahoma’s 

internal control over financial reporting and on our tests of its compliance 

with certain provisions of laws, regulations, contracts and grant agreements 

and other matters.  The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the 

results of that testing, and not to provide an opinion on the internal control 

over financial reporting or on compliance.  That report is an integral part of 

an audit performed in compliance with Government Auditing Standards in 

considering Town of Caddo, Oklahoma’s internal control over financial reporting 

and compliance. 

 

 
Kershaw CPA & Associates, PC 

 

October 20, 2016 
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EXHIBIT A

TOWN OF CADDO, OKLAHOMA

STATEMENT OF NET POSITION

JUNE 30, 2016

Governmental Business-Type

Activities Activities Total

ASSETS

Current Assets:

Cash and cash equivalents 272,879$           106,755$           379,634$        

Investments 22,584               -                        22,584            

Accounts Receivable -                        34,675               34,675            

Taxes Receivable 16,470               -                        16,470            

Due from Other Funds -                        -                        -                      

Total Current Assets 311,933             141,430             453,363          

Other Assets:

Cash and cash equivalents - Restricted -                        62,061               62,061            

Debt Issuance Costs, net of Accum. Amortization -                        60,154               60,154            

Total Other Assets -                        122,215             122,215          

Capital Assets:

Land and Construction in Progress -                        143,816             143,816          

Capital Assets, net of Accum. Depreciation 521,672             1,641,770          2,163,442       

Total Capital Assets 521,672             1,785,586          2,307,258       

TOTAL ASSETS 833,605             2,049,231          2,882,836       

LIABILITIES 

Current Liabilities:

Accounts Payable 17,649               16,656               34,305            

Interest Payable -                        4,995                 4,995              

Customer Deposits -                        41,493               41,493            

Notes Payable - Current Portion 15,166               64,473               79,639            

Total Current Liabilities 32,816               127,616             160,432          

Long-Term Liabilities:

Note Payable - Long-Term 15,577               753,561             769,139          

Total Long-Term Liabilities 15,577               753,561             769,139          

TOTAL LIABILITIES 48,393               881,178             929,571          

NET POSITION

Net investment in capital assets 506,094             967,552             1,458,480       

Restricted for:

Debt Service -                        20,068               20,068            

Other Purposes -                        -                        -                      

Unrestricted 279,117             180,434             459,551          

TOTAL NET POSITION 785,211$           1,168,054$        1,953,265$     

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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EXHIBIT B

TOWN OF CADDO, OKLAHOMA

STATEMENT OF ACTIVITIES

FOR THE TWELVE MONTHS ENDED JUNE 30, 2016

Program Revenues

Operating Capital Net

Charges for Grants and Grants and (Expenses)/

Functions/Programs Expenses Services Contributions Contributions Revenue

Governmental activities:

Current:

General Government 118,696$      -$                        -$                          -$                        (118,696)$       

Public Safety 220,345        240,931              -                            -                          20,586            

Street & Alley 80,364          -                          -                            -                          (80,364)           

Community Services 30,410          -                          -                            -                          (30,410)           

  Total Governmental Activities 449,814        240,931              -                            -                          (208,883)         

Business-type activities:

Water 109,451        170,500              -                            -                          61,049            

Sewer 112,813        141,109              -                            -                          28,296            

Sanitation 105,061        108,709              -                            -                          3,648              

Administration/general 84,052          18,660                -                            -                          (65,392)           

Total Business-type Activities 411,377        438,978              -                            -                          27,601            

Total 861,191$      679,909$            -$                          -$                        (181,282)$       

Changes in Net Position:

Governmental Business-Type

Activities Activities Total

Net (expense)/revenue (208,883)$           27,601$                 (181,282)$           

General revenues:

Taxes:

Sales Tax 186,396              -                            186,396              

Use Tax 15,310                -                            15,310                

Tobacco Tax 2,241                  -                            2,241                  

Franchise Tax 28,043                -                            28,043                

Intergovernmental:

Alcoholic Beverage Tax 6,974                  -                            6,974                  

Gasoline Excise Tax 2,041                  -                            2,041                  

Motor Vehicle Tax 7,570                  -                            7,570                  

Licenses & Permits 190                     -                            190                     

Interest Income 207                     77                         284                     

Miscellaneous Revenues 23,589                -                            23,589                

Transfers - Internal Activity -                          -                            -                          

Total general revenues & transfers 272,562              77                         272,638              

   Changes in net position 63,679                27,678                   91,355                

Net position - beginning 721,533              1,140,676              1,862,209           

Net position - prior year adjustment -                          (300)                      (300)                    

Net position - ending 785,211$            1,168,054$            1,953,265$         

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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EXHIBIT C

TOWN OF CADDO, OKLAHOMA

BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2016

Capital Other Total

General Improvement Governmental Governmental

Fund Fund Funds Funds

ASSETS

Cash and cash equivalents 272,879$         -$                   -$                     272,879$         

Investments 22,584             -                     -                       22,584             

Taxes Receivable 16,470             -                     -                       16,470             

TOTAL ASSETS 311,933$         -$                   -$                     311,933$         

LIABILITIES & FUND EQUITY

LIABILITIES:

Accounts Payable 17,649$           -$                   -$                     17,649$           

TOTAL LIABILITIES 17,649             -                     -                       17,649             

FUND BALANCES:

Nonspendable -                       -                     -                       -                       

Restricted -                       -                     -                       -                       

Committed -                       -                     -                       -                       

Assigned -                       -                     -                       -                       

Unassigned 294,283           -                     -                       294,283           

TOTAL FUND BALANCES 294,283           -                     -                       294,283           

TOTAL LIABILITIES AND FUND BALANCES 311,933$         -$                   -$                     311,933$         

Reconciliation to Statement of Net Position:

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

Capital assets used in governmental activities of $1,053,965, net of accumulated depreciation 

of $532,293, are not financial resources and, therefore, are not reported in the funds. 521,672           

Some liabilities, including capital debt obligations payable, are not due and payable in the current 

period and therefore are not reported in the funds. (30,744)            

Net Position of Governmental Activities 785,211$         

 See Accountant's Audit Report & Notes Which Accompany These Financial Statements 
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EXHIBIT D

TOWN OF CADDO, OKLAHOMA 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

FOR THE TWELVE MONTHS ENDED JUNE 30, 2016

Capital Other Total

General Improvement Governmental Governmental

Fund Fund Funds Funds

REVENUES:

Taxes:

Sales Tax 186,396$        -$                    -$                      186,396            

Use Tax 15,310            -                      -                        15,310              

Tobacco Tax 2,241              -                      -                        2,241                

Franchise Tax 28,043            -                      -                        28,043              

Intergovernmental:

Alcoholic Beverage Tax 6,974              -                      -                        6,974                

Gasoline Excise Tax 2,041              -                      -                        2,041                

Motor Vehicle Tax 7,570              -                      -                        7,570                

Court fines & fees 240,931          -                      -                        240,931            

Licenses & Permits 190                 -                      -                        190                   

Charges for Services -                      -                      -                        -                        

Interest 207                 -                      207                   

Miscellaneous Revenues 23,589            -                      -                        23,589              

TOTAL REVENUES 513,493          -                      -                        513,493            

EXPENDITURES:

Current:

General Government 110,008          -                      -                        110,008            

Public Safety 202,952          -                      -                        202,952            

Street & Alley 69,206            -                      -                        69,206              

Community Services 23,229            -                      -                        23,229              

Debt Service 20,833            -                      -                        20,833              

Capital Outlay 88,243            -                      -                        88,243              

TOTAL EXPENDITURES 514,471          -                      -                        514,471            

EXCESS OF REVENUES OVER (UNDER)

EXPENDITURES (978)                -                      -                        (978)                  

OTHER FINANCING SOURCES (USES):

Operating Transfers In -                      -                      -                        -                        

Operating Transfers Out -                      -                      -                        -                        

Capital Debt Proceeds 45,510            -                      -                        45,510              

TOTAL OTHER FINANCING SOURCES (USES) 45,510            -                      -                        45,510              

NET CHANGES IN FUND BALANCES 44,532            -                      -                        44,532              

FUND BALANCE - BEGINNING OF YEAR 249,751          -                      -                        249,751            

FUND BALANCE - PRIOR YEAR ADJUSTMENT -                      -                      -                        -                        

FUND BALANCE - END OF YEAR 294,283$        -$                    -$                      294,283            

 See Accountant's Audit Report & Notes Which Accompany These Financial Statements 
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EXHIBIT D (CONTINUED)

TOWN OF CADDO, OKLAHOMA 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

FOR THE TWELVE MONTHS ENDED JUNE 30, 2016

Reconciliation to Statement of Activities:

Net change in fund balances - total governmental funds 44,532$            

Amounts reported for governmental activities in the Statement of Activities are different because:

Repayment of debt principal is an expenditure in the governmental funds, but the repayment

   reduces long-term liabilities in the Statement of Net Position:

      Capital debt obligation principal payments 19,545              

Issuance of new capital debt obligations is recorded as capital debt proceeds in the 

   governmental funds, but the proceeds create long-term liabilities in the Statement of Net Position:

       Capital Debt Proceeds (45,510)             

Governmental funds report capital outlays as expenditures while governmental activities 

   report depreciation expense to allocate those expenditures over the life of the assets:

       Capital asset purchases capitalized 88,243              

       Depreciation expense (43,131)             

Change in Net Position of Governmental Activities 63,679$            

 See Accountant's Audit Report & Notes Which Accompany These Financial Statements 
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EXHIBIT E

TOWN OF CADDO, OKLAHOMA 

STATEMENT OF NET POSITION

PROPRIETARY FUNDS

JUNE 30, 2016

Caddo Public

Works Authority

Enterprise Fund

June 30, 2016

ASSETS

Current Assets:

Cash and cash equivalents 106,755$             

Investments -                           

Accounts Receivable 34,675                 

Due from Other Funds -                           

Total Current Assets 141,430               

Noncurrent Assets:

Restricted Cash - Customer Deposits 41,993                 

Restricted Cash - Debt Service 20,068                 

Debt Issuance Cost,s net of accumulated amortization 60,154                 

Land and Construction in Progress 143,816               

Other capital assets, net of accumulated depreciation 1,641,770            

Total Noncurrent Assets 1,907,801            

TOTAL ASSETS 2,049,231            

LIABILITIES & NET POSITION

Current Liabilities:

Accounts Payable 16,656                 

Interest Payable 4,995                   

Customer Deposits 41,493                 

Notes Payable - Current Portion 64,473                 

Total Current Liabilities 127,616               

Noncurrent Liabilities:

Notes Payable - Long-Term Portion 753,561               

Total Noncurrent Liabilities 753,561               

TOTAL LIABILITIES 881,178               

NET POSITION:

Net investement in capital assets 967,552               

Restricted for debt service 20,068                 

Unrestricted 180,434               

TOTAL NET POSITION 1,168,054$          

 See Accountant's Audit Report & Notes Which Accompany These Financial Statements 
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EXHIBIT F

TOWN OF CADDO, OKLAHOMA 

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

PROPRIETARY FUND

FOR THE TWELVE MONTHS ENDED JUNE 30, 2016

Caddo Public

Works Authority

Enterprise Fund

June 30, 2016

OPERATING REVENUES:

Water charges 170,500$              

Sewer charges 141,109                

Sanitation charges 108,709                

Penalties, fees, transfers & reconnects 17,000                  

Other revenues 1,660                    

TOTAL OPERATING REVENUES 438,978                

OPERATING EXPENSES:

Water Department 79,145                  

Sewer Department 51,772                  

Sanitation Department 96,305                  

Administration/general 78,821                  

Depreciation & Amortization 87,206                  

TOTAL OPERATING EXPENSES 393,249                

NET OPERATING INCOME (LOSS) 45,729                  

NON-OPERATING REVENUES (EXPENSES)

Interest Income 77                         

Interest Expense (18,128)                 

TOTAL NON-OPERATING REVENUES (EXPENSES) (18,051)                 

NET INCOME (LOSS) BEFORE CONTRIBUTIONS & TRANSFERS 27,678                  

Capital Contributions -                            

Transfers in -                            

Transfers out -                            

CHANGE IN NET POSITION 27,678                  

TOTAL NET POSITION - BEGINNING 1,140,676             

TOTAL NET POSITION - PRIOR YEAR ADJUSTMENTS (300)                      

TOTAL NET POSITION - ENDING 1,168,054$           

 See Accountant's Audit Report & Notes Which Accompany These Financial Statements 
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EXHIBIT G

TOWN OF CADDO, OKLAHOMA

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE TWELVE MONTHS ENDED JUNE 30, 2016

Caddo Public

Works Authority

Enterprise Fund

June 30, 2016

Cash Flows from Operating Activities:

Cash Receipts from Customers 437,804$             

Other Cash Receipts 1,660                   

Payments to Suppliers & Employee for Goods & Services (311,987)              

Receipts of Customer Utility Deposits, Net of Refunds 5,530                   

Net Cash Provided (Used) by Operating Activities 133,007               

Cash Flows from Non-Capital Financing Activities:

Transfers to other funds -                           

Transfers from other funds -                           

Net Cash Provided (Used) by Non-Capital Financing Activities -                           

Cash Flows from Capital & Related Financing Activities:

Capital Contributions -                           

Additions to Capital Assets (54,560)                

Gain on Sale of Capital Assets -                           

Debt Issuance Costs -                           

Loan Proceeds received 10,440                 

Principal paid on Notes Payable (71,825)                

Interest paid (18,508)                

Net Cash Provided (Used) by Capital & Related Financing Activities (134,453)              

Cash Flows from Investing Activities:

(Increase) in Investments -                           

Interest Income 77                        

Net Cash Provided (Used) by Investing Activities 77                        

Net Increase (Decrease) in Cash and Cash Equivalents (1,370)                  

Cash & Cash Equivalents, Beginning of Year 170,186               

Cash & Cash Equivalents, Prior Year Adjustment -                           

Cash & Cash Equivalents, End of Year 168,816$             

Reconciliation of operating income (loss) to net cash provided

operating activities:

Operating Income (Loss) 45,729$               

Adjustments to reconcile operating income (loss) to net cash

provided (used) by operating activities

Depreciation & Amortization 87,206                 

(Increase)Decrease in Accounts Receivable 486                      

Increase(Decrease) in Accounts Payable (5,945)                  

Increase(Decrease) in Due to Depositors 5,530                   

Net Cash Provided (Used) by Operating Activities 133,007$             

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
A. Financial Reporting Entity: 

 

The reporting entity includes the primary government of the Town 

of Caddo, Oklahoma (the Town) and its component unit, Caddo Public 

Works Authority (the Authority).  Financial information for the 

Caddo Public Works Authority is blended with the financial 

information of the Town of Caddo as an enterprise fund.  The Board 

of Trustees of the Town and the Authority are identical in 

membership.  Financial transactions between the Town and the 

Authority occur on a regular basis.  The Authority operates water, 

sewer and sanitation services.  The Town does not have component 

units other than the Authority.   

 

B. Basis of Presentation – Fund Accounting: 

 

The accounts of the Town of Caddo are organized on the basis of 

funds, each of which is considered to be a separate accounting 

entity.  The operations of each fund are summarized by providing a 

separate set of self-balancing accounts which include its assets, 

liabilities, fund equity, revenues and expenses or expenditures.  

The following funds are used by the Town: 

 

 Government Fund Types: 

 

 General Fund: 

 

The General Fund is the general operating fund of the Town.  All 

financial resources, except those required to be accounted for in 

a separate fund, are accounted for in the General Fund. 

 

 Special Revenue Funds: 

 

These funds are established to account for the proceeds of specific 

revenue sources other than special assessments, expendable trusts, 

or major capital projects that are legally restricted to 

expenditures for specified purposes. 

 

 Capital Projects Fund: 

 

These funds are established to account for major capital 

expenditures not financed by Enterprise Funds, Internal Service 

Funds, or Trust Funds. 
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 Proprietary Fund Types: 

 

This type of fund accounts for operations that are organized to be 

self-supporting through user charges.  The funds included in this 

category are the Enterprise Funds. 

 

Enterprise Funds – Caddo Public Works Authority: 

 

The enterprise funds are used to account for operations that are 

operated in a manner similar to private business enterprises where 

the intent of the governing body is  that the costs (expenses, 

including depreciation) of providing goods or services to the 

general public on a continuing basis are financed or recovered 

primarily through user charges. 

 

The Caddo Public Works Authority is a public trust, the beneficiary 

of which is the Town of Caddo, Oklahoma.  The Caddo Public Works 

Authority use the enterprise fund basis of accounting in the 

preparation of its financial statements. 

 

C. Basis of Accounting 

 

Governmental Funds, Expendable Trust Funds and Agency Funds utilize 

the modified accrual basis of accounting.  Under this method, 

revenues are recognized in the accounting period in which they 

become both available and measurable.  Licenses and permits, fines 

and forfeits, royalties, charges for services and miscellaneous 

revenues are recorded when earned (when they are measurable and 

available).  Expenditures are recognized in the accounting period 

in which the fund liability is incurred, if measurable, except 

expenditures for debt service, prepaid expenses, and other long-

term obligations which are recognized when paid.  The Town of Caddo 

does not have any expendable trust funds or agency funds. 

 

All Proprietary Funds, Nonexpendable Trust Funds, and Pension Trust 

Funds are accounted for using the accrual basis of accounting.  

Their revenues are recognized when they are earned, and their 

expenses are recognized when they are incurred.  Interest on 

revenue bonds, proceeds of which are used in financing the 

construction of certain assets, is capitalized during the 

construction period net of interest on the investment of unexpended 

bond proceeds.   

 

The accounting policies of the Town conform to Generally Accepted 

Accounting Principles (GAAP) as applicable to governmental units.  

The Proprietary fund applies Financial Account Standards Board 
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(FASB) pronouncements and Accounting Principles Board (APB) 

opinions issued on or before November 30, 1989, unless those 

pronouncements conflict with or contradict Governmental Accounting 

Standards Board (GASB) pronouncements in which case, GASB prevails.  

 

D. Budgetary Data: 

 

Budgets are adopted on a basis consistent with generally accepted 

accounting principles.  Annual appropriated budgets are adopted 

for the General Fund, and the Caddo Public Works Authority.  All 

annual encumbrances and appropriations lapse at fiscal year end. 

 

E. Cash and Investments: 

 

Cash includes amounts in demand deposits.  The Town considers all 

cash on hand, demand deposits and highly liquid investments, with 

an original maturity of three months or less when purchased, to be 

cash and cash equivalents.  Town policy has been to invest in 

Certificates of Deposit.   

 

F. Capital Assets: 

 

The accounting treatment over property, plant, and equipment 

(capital assets) depends on whether the assets are used in 

governmental fund operations or proprietary fund and similar 

discretely presented component unit operations and whether they 

are reported in the government-wide or fund financial statements.  

The estimated useful life for capital assets varies between 3 and 

40 years depending on the type of asset.  The capitalization 

threshold has been set at $1,000.00.   

 

G. Compensated Absences: 

 

The Town’s policy for accumulated annual leave is based on years 

of continuous service.  After one year of employment, full-time 

employees receive 2 weeks (10 days) of paid time off.  After 4 

years of employment, employees receive 3 weeks (15 days) of paid 

time off and after 10 years of employment, employees receive 4 

weeks (20 days) of paid time off.  Employees are only allowed to 

carryover 5 days to the next year.  

 

The financial statements do not include the amount of accrued 

compensated absences as of fiscal yearend.  However, because most 

employees use these days during the year, the liability is 

considered immaterial as of that date. 
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Employees also receive 2 additional business days and their 

birthday off.  However, while they are paid for these absences, 

these days do not accrue. 

 

H. Long-Term Debt: 

 

All long-term bonds, notes and other debt arising from transactions 

or events to be repaid from governmental and business-type 

resources are reported as liabilities in the government-wide 

statements. 

 

Long-term debt arising from transactions or events of governmental 

funds are not reported as liabilities in the fund financial 

statements.  The debt proceeds are reported as other financing 

sources, and payments of principal and interest are reported as 

expenditures.  The accounting for proprietary funds are the same 

in the fund financial statements as the treatment in the 

government-wide statements. 

 

I. Net Position/Fund Balance Classifications: 

 

Government-Wide Statements 

 

Net position is classified and displayed in three components: 

 

1. Net investment in capital assets—Consists of capital assets 

including restricted capital assets, net of accumulated 

depreciation and reduced by the outstanding balances of any 

bonds, mortgages, notes, or other borrowings that are 

attributable to the acquisition, construction, or 

improvements of those assets and adjusted for any deferred 

inflows and outflows of resources attributable to capital 

assets and related debt. 

2. Restricted—Consists of restricted assets reduced by 

liabilities and deferred inflows or resources related to those 

assets, with restriction constraints placed on the use either 

by (a) external groups such as creditors, grantors, 

contributors, or laws and regulations of other governments; 

or (b) law through constitutional provisions or enabling 

legislation. 

3. Unrestricted—Net amounts of assets, deferred outflows of 

resources, liabilities, and deferred inflows of resources 

that are not included in the determination of net investment 

in capital assets or the restricted component of net position. 
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It is the Town’s policy to first use restricted net resources prior 

to the use of unrestricted net resources when an expense is incurred 

for purposes for which both restricted and unrestricted net 

resources are available. 

 

Fund Financial Statements 

 

Governmental Funds 

 

In accordance with Government Accounting Standards Board 54, Fund 

Balance Reporting and Governmental Fund Type Definitions, the Town 

classifies governmental fund balances as follows: 

 Non-spendable – Includes fund balance amounts that cannot 

be spent either because it is not in spendable form or 

because of legal or contractual constraints. 

 Restricted – Includes fund balance amounts that are 

constrained for specific purposes which are externally 

imposed by providers, such as creditors or amounts 

constrained due to constitutional provisions or enabling 

legislation. 

 Committed – Includes fund balance amounts that are 

constrained for specific purposes that are internally 

imposed by the government through formal action of the 

highest level of decision making authority and does not 

lapse at year-end. 

 Assigned – Includes fund balance amounts that are intended 

to be used for specific purposes that are neither 

considered restricted or committed.  Fund Balance may be 

assigned by the Board. 

 Unassigned – Includes positive fund balance within the 

General Fund which has not been classified within the above 

mentioned categories and negative fund balances in other 

governmental funds.  

 

The Town uses restricted/committed amounts to be spent first when 

both restricted and unrestricted fund balance is available unless 

there are legal documents/contracts that prohibit doing this, such 

as a grant agreement requiring dollar for dollar spending.  

Additionally, the Government would first use committed, then 

assigned and lastly unassigned amounts of unrestricted fund balance 

when expenditures are made. 

  

The Government does not have a formal minimum fund balance policy. 

 

There are currently no Special Revenue Funds. 
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J. Revenues, Expenditures and Expenses 

 

Operating Revenue and Expenses 

 

Operating revenues and expenses for proprietary funds and the 

similar discretely presented component unit result from providing 

services and producing and delivering goods or services.  They also 

include all revenues and expenses not related to capital and 

related financing, noncapital financing, or investing activities. 

 

K. Use of Estimates 

 

The preparation of financial statements in conformity with the U.S. 

generally accepted accounting principles used by the Town requires 

management to make estimates and assumptions that affect certain 

reported amounts and disclosures (such as estimated useful lives 

in determining depreciation expense); accordingly, actual results 

could differ from those estimates.   

 

NOTE 2 – STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 

 

By its nature as a local government unit, the Town and its component 

unit are subject to various federal, state and local laws and contractual 

regulations.  The following instances of noncompliance are considered 

material to the financial statements.   

 

A.  Uninsured and uncollateralized Deposits 

 

In accordance with State law, all uninsured deposit of municipal 

funds in financial institutions must be secured with acceptable 

collateral.  Acceptable collateral includes certain U.S. Government 

or Government Agency securities, certain State or political 

subdivision debt obligations, surety bonds, or certain letters of 

credit.  At June 30, 2016, all deposits are either insured or 

collateralized.   

 

B. Budgetary Noncompliance 

 

Expenditures exceeded appropriations for General Government and 

Community Services but not by more than the amounts available for 

appropriation exceeded budgeted figures. 
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NOTE 3 – DEPOSITS AND INVESTMENTS 

 

Custodial Credit Risk 

 

At June 30, 2016, the Town held deposits of approximately $464,279 at 

financial institutions.  The Town’s cash deposits, including interest-

bearing certificates of deposit are covered by Federal Depository 

Insurance (FDIC) or direct obligation of the U.S. Government insured or 

collateralized with securities held by the Town or by its agent in the 

Town’s name.   

 

Investment Interest Rate Risk 

 

The Town does not have a formal investment policy that limits investment 

maturities as a means of managing its exposure to fair value losses 

arising from increasing interest rates. 

 

Investment Credit Risk 

 

The Town has no policy that limits its investment choices other than the 

limitation of state law as follows: 

a. Direct obligations of the U.S. Government, its agencies and 

instrumentalities to which the full faith and credit of the U.S. 

Government is pledged, or obligations to the payment of which the 

full faith and credit of the State is pledged. 

b. Certificates of deposits or savings accounts that are either 

insured or secured with acceptable collateral with in-state 

financial institutions, and fully insured certificates of deposit 

or savings accounts in out-of-state financial institutions. 

c. With certain limitation, negotiable certificates of deposit, prime 

bankers’ acceptances, prime commercial paper and repurchase 

agreements with certain limitations. 

d. County, municipal or school district tax supported debt 

obligations, bond or revenue anticipation notes, money judgments, 

or bond or revenue anticipation notes of public trusts whose 

beneficiary is a county, municipality or school district. 

e. Notes or bonds secured by mortgage or trust deed insured by the 

Federal Housing Administrator and debentures issued by the Federal 

Housing Administrator, and in obligations of the National Mortgage 

Association. 

f. Money market funds regulated by the SEC and in which investments 

consist of the investments mentioned in the previous paragraphs 

(a.-d.). 
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NOTE 4 – RESTRICTED ASSETS 

 

The loan agreement with OWRB requires that certain monies be put in a 

trust type account.  These funds are restricted to servicing the loan 

with OWRB.  Monthly payments are made to a debt service account and then 

invested upon receipt by the loan trustee, Bancfirst.  Semi-annual 

payments are then made by the trustee from this account to OWRB.   

 

Assets are also restricted for the refundable customer deposits.    

 

NOTE 5 – CHANGES IN CAPITAL ASSETS 

 

Town of Caddo: 

 

Governmental Activities:
6/30/2015 
Balance Additions Retirements

6/30/2016 
Balance

Capital assets not being 
depreciated:

Land -$          -$         -$          -$          

Construction in progress -           -          -           -           

Total capital assets not being 
depreciated -           -          -           -           

Other capital assets:

Trucks & Equipment 100,818     -          -           100,818     

Buildings 570,626     14,733     -           585,359     

Police Cars & Equipment 152,865     73,510     (62,751)     163,623     

Street Infrastructure 204,165     -          -           204,165     

Total other capital assets 1,028,473   88,243     (62,751)     1,053,965   

Less:  Accum. Depreciation for:

Trucks & Equipment 79,782      3,995      -           83,777      

Buildings 298,328     16,868     -           315,196     

Police Cars & Equipment 125,895     15,730     (62,751)     78,874      

Street Infrastructure 47,908      6,538      -           54,446      

Total Accumulated Depreciation 551,913     43,131     (62,751)     532,293     

Other capital assets, net 476,560     45,112     -           521,672     
Business-type activities capital 
assets, net 476,560$    45,112$    -$          521,672$    

  
The additions to accumulated depreciation include only the current year 

depreciation expense of $43,131.  The asset addition included 

Restorations to the Museum Building, Community Building Renovations and 

(2) 2016 Chevy Silverados.  The Retirements included the removal of 

police cars that were totaled or traded in during the year.    
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Caddo Public Works Authority: 

Business-Type Activities:
6/30/2015 
Balance Additions Retirements

6/30/2016 
Balance

Capital assets not being 
depreciated:

Land 143,816$     -$         -$          143,816$     

Construction in progress -            -          -           -            

Total capital assets not being 
depreciated 143,816      -          -           143,816      

Other capital assets:

Buildings & Improvements 34,922       -          -           34,922       

Trucks & Equipment 110,189      20,810     -           130,999      

Sanitation Trucks & Equipment 96,394       33,750     -           130,144      

Water System 800,220      -          -           800,220      

Sewer System 658,389      -          -           658,389      

Sewer Lagoons 1,491,438    -          -           1,491,438    

Total other capital assets 3,191,552    54,560     -           3,246,112    

Less:  Accum. Depreciation for:

Buildings & Improvements 6,433        873        -           7,306        

Trucks & Equipment 83,149       4,669      -           87,818       

Sanitation Trucks & Equipment 69,367       6,909      -           76,275       

Water System 398,467      28,459     -           426,926      

Sewer System 627,442      3,780      -           631,222      

Sewer Lagoons 337,510      37,286     -           374,796      

Total Accumulated Depreciation 1,522,366    81,976     -           1,604,342    

Other capital assets, net 1,669,186    (27,416)    -           1,641,770    
Business-type activities capital 
assets, net 1,813,002$   (27,416)$   -$          1,785,586$   

 
The additions to accumulated depreciation include only the current year 

depreciation expense of $81,976.  The asset additions included a Sewer 

Jetter and a 2006 Sterling Actera Trash Truck.    

 

NOTE 6 – LONG-TERM DEBT 

 

GOVERNMENTAL FUND TYPES: 

 

Lease Purchase Obligation – Lease Finance Partners, Inc. 

 

On September 30, 2012, the Town of Caddo entered into a lease purchase 

agreement for the purchase of three (3) WatchGuard In-Car Videos.  The 

lease is for a term of 36 months with the first payment of $545.00 due 

on lease execution.  At the end of the lease term, the Town has the 

option to purchase all, but not less than all, of the lease equipment 
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on an “as-is-where-is and with all faults” basis for One Dollar ($1.00).  

This note was paid off during the current year.   

 

Note Payable – Kansas State Bank  

 

The Town entered into a note payable with the Kansas State Bank for the 

purchase of three (3) Dodge Charger Police Cars.  The note is for a term 

of sixty (60) months and will end on August 1, 2015 with an effective 

interest rate of 6.343% and monthly payments of $1,598.98.  This note 

was paid off during the current year.    

 

Note Payable – Kansas State Bank (2016)  

 

During the fiscal year ending June 30, 2016, the Town entered into a 

note payable with the Kansas State Bank for the purchase of two (2) Chevy 

Silverado Police Trucks.  The note is for a term of three (3) years and 

will end on March 30, 2018 with an effective interest rate of 2.7104% 

and three annual payments of $15,999.65.   

 

 

Changes in Long-Term Debt 

 

The following is a summary of capital lease obligations for the year 

ended June 30, 2016: 

Balance Balance

6/30/2015 Additions Deductions 6/30/2016

Lease Finance Partners 1,605$   -$       (1,605)$   -$       

Kansas State Bank 3,174    -        (3,174)    -        

Kansas State Bank (2016) -        45,510   (14,766)   30,744   

4,778$   45,510$  (19,545)$  30,744$  

 
A summary of future maturities of principal and interest are as follows: 

 
Year Ending Kansas State Bank (2016)

June 30, Principal Interest Total

2017 15,166$  833$      16,000$  

2018 15,577   422       16,000   

2019 -        -         -        

2020 -        -         -        

2021 -        -         -        

2022-2026 -        -         -        

Total 30,744$  1,255$    31,999$  
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PROPRIETARY FUND TYPES: 

 

OWRB ORF-15-0009-CW 

 

On December 17, 2014, the Caddo Public Works Authority incurred a 

promissory note to Oklahoma Water Resources Board for a Series 2014 Clean 

Water SRF loan for refinancing the existing USDA Rural Development loans.  

The note is for a principal amount of $895,000.00 with a fixed interest 

rate of 2.050% (includes OWRB ½% annual administrative fees) and a final 

maturity date of September 15, 2027.  Payments are to be made semi-

annually (March 15 and September 15) thru the trustee bank, with the 

first payment due March 15, 2015.    

 

Changes in Long-Term Debt 

 

The following is a summary of long-term debt additions and deductions 

for the twelve months ended June 30, 2016: 

 

Balance Balance

6/30/2015 Additions Deductions 6/30/2016

OWRB ORF-15-0009-CW 879,419$    -$          (62,255)$  817,164$    

879,419$    -$          (62,255)$  817,164$    

 

A summary of future maturities of principal and interest are as follows: 

 
OWRB ORF-15-0009-CW

FYE June 30, Principal Interest Admin Total

2017 63,603.76$    12,595.95$    4,063.21$     80,262.92$    

2018 64,932.62     11,591.20     3,739.10      80,262.92     

2019 66,289.24     10,565.46     3,408.22      80,262.92     

2020 67,640.68     9,543.65      3,078.59      80,262.92     

2021 69,087.41     8,449.78      2,725.73      80,262.92     

2022-2026 367,682.81    25,428.91     8,202.88      401,314.60    

2027-2028 117,927.91    1,864.78      601.54        120,394.23    

817,164.43$   80,039.73$    25,819.27$    923,023.43$   

 

NOTE 7 – EMPLOYEE PENSION AND OTHER BENEFIT PLANS 

 

Oklahoma Municipal Retirement Fund 

 

The Town provides a defined contribution plan and trust known as the 

Town of Caddo Plan and Trust (the “OMRF Plan”) in the form of the Oklahoma 

Municipal Retirement System Master Defined Contribution Plan (OMRF) 

available to all full-time employees.  OMRF operations are supervised 

by a nine-member Board of Trustees elected by the participating 
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municipalities.  The Plan is administered by Bank One Trust Company of 

Oklahoma City.  The defined contribution plan is mandatory to all full-

time employees who are not already participating in another plan.  The 

employee contributes to the Plan and amount of 3% of their gross wages.  

The Town as employer, contributes a match of 3%.  If any employee 

terminates before becoming fully vested (vested after seven years), the 

employer’s contributions that are forfeited may be used to reduce the 

Town’s current-period contribution requirements.  

 

The OMRF contributions for 2016, 2015 and 2014 for the Town, 

respectively, were $9,703.10, $9,382.24, and $8,304.42.   

 

The OMRF contributions for 2016, 2015 and 2014 for the PWA, respectively, 

were $7,666.22, $8,871.75, and $10,372.81. 

 

OMRF issues separate plan financial statements which may be obtained by 

contacting the Oklahoma Municipal Retirement Fund, 525 Central Park 

Drive, Suite 320, Oklahoma City, OK  73105.  

 

Volunteer Firefighters Pension Fund 

 

The Town volunteer firemen participate only in the Oklahoma State 

Firefighters Pension and Retirement System which is a defined 

contributions plan applying only to the Town’s volunteer firefighters.  

Eligibility to participate includes all full-time or voluntary 

firefighters or a participating municipality if they are hired before 

age 45.  The State Statute gives the authority to establish contribution 

obligations and benefits.  Vesting occurs after 10 years of service and 

payments begin at age 50, or after 20 years of service, whichever is 

later.  The eligibility and benefits for distribution for volunteer 

firemen is 20 years credited service equal to $5.46 per month per year 

of service, with a maximum of 30 years considered. 

 

Contributions are made by the Town at the rate of $60 per volunteer 

firefighter per year.  The total contribution for 2016, 2015 and 2014, 

respectively were $780, $780 and $600. 

 

The OFPRS issues a publicly available financial report that includes 

financial statements and required supplementary information.  That 

report may be obtained by writing to OFPRS, 4545 N. Lincoln Blvd., Suite 

265, Oklahoma City, OK 73105-3414 and is also available at 

www.ok.gov/fprs under the “GASB” tab labeled “2015-GASB 68 Accounting 

Supplement.”   

 

http://www.ok.gov/fprs
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NOTE 8 – FUND EQUITY 

 

As described in Note 1 above, equity is classified as net position and 

displayed in three components: 

 

1. Net investment in capital assets 

2. Restricted 

3. Unrestricted 

 

Fund Balances 

Town of Caddo, Oklahoma

Disclosure of Fund Balances Reported on Balance Sheet

For Fiscal Year Ending June 30, 2016

Capital Other Total

General Improvement Governmental Governmental

Fund Fund Funds Funds

FUND BALANCES:

Unassigned 294,283$ -$       -$        294,283$    

Total 294,283$ -$       -$        294,283$    

 

NOTE 9 – DEBT ISSUANCE COSTS 

 

Debt issuance costs are costs that were incurred to issue the OWRB note.  

These costs are amortized over the remaining term of the note and are 

classified on the Statement of Net Position as debt issuance costs.  The 

total cost of $68,000 is reported net of accumulated amortization of 

$7,846.   

 

NOTE 10 – RISK MANAGEMENT 

 

The Town is exposed to various risks of loss related to torts; theft of, 

damage to, or destruction of assets; error and omissions; injuries to 

employees; employees’ health and life; and natural disasters.  The Town 

manages these various risks of loss by maintaining commercial insurance.  

Management believes such coverage is sufficient to preclude any 

significant uninsured losses to the Town.   

 

NOTE 11 – CONTINGENCIES 

 

Litigation 

 

According to management there were no known contingent liabilities at 

June 30, 2016, which would have a material effect on the financial 

statements. 
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Grant Program Involvement 

 

In the normal course of operations, the Town participates in various 

Federal or State grant or loan programs from year to year.  The grant 

or loan programs are often subject to additional audits by agents of the 

granting or loaning agency, the purpose of which is to ensure compliance 

with the specific conditions of the grant or loan.  Any liability of 

reimbursement that may arise as a result of these audits cannot be 

reasonably determined at this time, although it is believed the amount, 

if any, would not be material. 

 

NOTE 12 – SUBSQUENT EVENTS 

 

The Town did not have any subsequent events through October 20, 2016, 

which is the date the financial statements were issued, for events 

requiring recording or disclosure in the financial statements for the 

year ending June 30, 2016. 
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EXHIBIT H

TOWN OF CADDO, OKLAHOMA

BUDGETARY COMPARISON SCHEDULE 

GENERAL FUND

FOR THE TWELVE MONTHS ENDED JUNE 30, 2016

Variance with

Budgeted Amounts Actual Final Budget

Original Final Amounts Positive (Negative)

Beginning Budgetary Fund Balance: 252,700$    252,700$    249,751$        (2,949)$                    

Resources (Inflows):

Sales, Use & Tobacco Tax 220,000      220,000      203,947          (16,053)                    

Franchise Taxes 32,000        32,000        28,043            (3,957)                      

Alcoholic Beverage Tax 6,500          6,500          6,974              474                          

Commercial Vehicle & Gas Excise Taxes 9,500          9,500          9,611              111                          

Fines, Fees & Siezures 190,000      190,000      240,931          50,931                     

Rent Income 1,500          1,500          1,725              225                          

Licenses & Permits 150             150             190                 40                            

Museum Sales 2,500          2,500          2,920              420                          

Other Income 2,200          2,200          18,945            16,745                     

Capital Debt Proceeds -                  -                  45,510            45,510                     

Interest Income 200             200             207                 8                              

Amounts available for appropriation 717,250      717,250      808,754          91,505                     

Charges to Appropriations (Outflows):

Current:

General Government 117,034      117,034      110,008          7,026                       

Public Safety 250,799      275,299      297,295          (21,996)                    

Street & Alley 118,618      87,118        69,206            17,912                     

Community Services 36,147        43,147        37,962            5,186                       

Total Charges to Appropriations 522,598      522,598      514,471          8,128                       

Prior Year Adjustments to Fund Balance -                  -                  -                      -                               

Ending Budgetary Fund Balance 194,651      194,651      294,283          99,632                     
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The Town adopts an annual budget for all funds established by the 

governing body as required by O.S. 11 Section 17.207 through 

17.210.  The state statutes also require that the budget be adopted 

by resolution or per the Town charter at the legal level of 

classification (fund, department, & object category) and that the 

budget be filed with County Clerk and the State Auditor and 

Inspector.  The Town may transfer budgeted amounts within and among 

departments.   
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 

To the Town Council 

Town of Caddo, Oklahoma 

 

We have audited, in accordance with the auditing standards generally accepted 

in the United States of America and the standards applicable to financial audits 

contained in Government Auditing Standards, issued by the Comptroller General 

of the United States, and in accordance with Oklahoma Statutes, the financial 

statements of the governmental activities, the business-type activities, each 

major fund, and the aggregate remaining fund information of the Town of Caddo, 

Oklahoma, as of and for the year ended June 30, 2016, and the related notes to 

the financial statements,  which collectively comprise the Town of Caddo, 

Oklahoma’s basic financial statements, and have issued our report thereon dated 

October 20, 2016.  Management has omitted the MD&A required by accounting 

principles generally accepted in the United States of America.  

 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered 

the Town of Caddo, Oklahoma’s internal control over financial reporting 

(internal control) to determine the audit procedures that are appropriate in 

the circumstances for the purpose of expressing our opinion on the financial 

statements, but not for the purpose of expressing an opinion on the 

effectiveness of the Town of Caddo, Oklahoma’s internal control.  Accordingly, 

we do not express an opinion on the effectiveness of Town of Caddo, Oklahoma’s 

internal control. 

 

A deficiency in internal control exists when the design or operation of a 

control does not allow management or employees, in the normal course of 

performing their assigned functions, to prevent, or detect and correct 

misstatements on a timely basis.  A material weakness is a deficiency, or 

combination of deficiencies, in internal control, such that there is a 

reasonable possibility that a material misstatement of the entity’s financial 

statements will not be prevented, or detected and corrected on a timely basis.  

A significant deficiency is a deficiency, or a combination of deficiencies, in 

internal control that is less severe than a material weakness, yet important 

enough to merit attention by those charged with governance.  

 

Our consideration of internal control was for the limited purpose described in 

the first paragraph of this section and was not designed to identify all 

deficiencies in internal control that might be material weaknesses or 

significant deficiencies.  Given these limitations, during our audit we did not 

identify any deficiencies in internal control that we consider to be material 

weaknesses.  However, material weaknesses may exist that have not been 

identified.  We did identify certain deficiencies in internal control described 
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in the accompanying Schedule of Findings that we consider to be significant 

deficiencies.  Those deficiencies are listed as Item 16-01.   

 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Town of Caddo, 

Oklahoma’s financial statements are free of material misstatement, we performed 

tests of compliance with certain provisions of laws, regulations, contracts and 

grant agreements, noncompliance with which could have a direct and material 

effect on the determination of financial statement amounts.  However, providing 

an opinion on compliance with those provisions was not an objective of our 

audit, and accordingly, we do not express such an opinion.  The results of our 

tests disclosed no instances of noncompliance or other matters that are required 

to be reported under Government Auditing Standards.  

 

Town of Caddo’s Response to Findings 

Town of Caddo’s response to the findings identified in our audit is described 

in the accompanying Schedule of Findings.  Town of Caddo’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.  

 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of 

internal control and compliance and the results of that testing, and not to 

provide an opinion on the effectiveness of the entity’s internal control or on 

compliance.  This report is an integral part of an audit performed in accordance 

with Government Auditing Standards in considering the entity’s internal control 

and compliance.  Accordingly, this communication is not suitable for any other 

purpose. 

 
Kershaw, CPA & Associates, PC 

 

October 20, 2016 
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Item 16-01:  Segregation of Duties  

 

Criteria:  A good system of internal control requires a proper 

segregation of duties to prevent one person from being in a 

position to authorize, execute, and record the same transaction.   

 

Condition:  Due to the size of the Town’s major areas of internal 

control, that would be prevalent in a larger Town, such segregation 

of duties is not available for this size operation.  Duties are 

concentrated in the hands of a few individuals, who are responsible 

for all phases of the accounting functions.  Because of this lack 

of division of responsibility, internal control is determined to 

be weak, and in some instances, non-existent. 

 

Cause/Effect:  Due to the limited number of personnel, a breach of 

internal controls could occur and not be detected in the normal 

course of operations. 

   

Recommendation:  The Board should continue to be actively involved 

in the operations of the Town. 

 

Response:  The Board continues to be actively involved in the 

operations of the Town.   

 


