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Independent Accountant’s Report on Applying Agreed-Upon Procedures

To the Specified Users of the Report:

Town Board, Town of Carmen
Carmen, Oklahoma

Trustees of the Carmen Public Works Authority
Carmen, Oklahoma

Oklahoma Office of State Auditor and Inspector
Oklahoma City, Oklahoma

Oklahoma Department of Environmental Quality
Oklahoma City, Oklahoma

Oklahoma Department of Commetce
Oklahoma City, Oklahoma

We have compiled the accompanying Summaty of Changes in Fund Balances/Net Position - Modified
Cash Basis of the Town of Carmen and related Public Trust, the Budgetary Comparison Schedule -
Modified Cash Basis - General Fund, Budgetary Comparison Schedule - Modified Cash Basis — Street
and Alley Fund, Budgetary Compatison Schedule - Modified Cash Basis — Cemetery Fund, Statement of
Revenues, Expenses and Changes in Net Position — Modified Cash Basis - Public Wotks Authority, and
the Schedule of Grant Activity - Modified Cash Basis for the fiscal year ended June 30, 2014. The
financial statements have been prepared in a format and basis of accounting, as prescribed by Oklahoma
Statutes, that demonstrates compliance with the modified cash basis and budget laws of the State of
Oklahoma, which is a comprehensive basis of accounting other than generally accepted accounting
principles. We have not audited or reviewed the financial statements referred to above, and accordingly,
do not express an opinion or provide any assutance about whether the financial statements are in
accordance with the basis of accounting desctibed above.

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the modified cash basis of accounting for governmental funds and enterprise funds and
the requirements of Oklahoma Statutes and for designing, implementing, and maintaining internal
controls relevant to the preparation and fair presentation of the financial statements.

Our responsibility is to conduct the compilation in accordance with Statement on Standatds for
Accounting and Review Setvices issued by the American Institute of Certified Public Accountants. The
objective of a compilation is to assist management in presenting financial information in the form of
financial statements without undertaking to obtain or provide any assurance that there are no material
modifications that should be made to the financial statements.

CERTIFIED PUBLIC ACCOUNTANTS - PLLC



Management has elected to omit substantially all of the disclosures ordinarily included in financial
statements prepared in accordance with the prescribed basis of accounting. If the omitted disclosures
were included in the financial statements, they might influence the user’s conclusions about the Town’s
assets, liabilities, equity, revenues and expenses. Accordingly, these financial statements are not
designed for those who ate not informed about such matters.

Additionally, we have petformed the procedures enumerated below which were agreed to by the
specified users of the report, as identified above, and as defined within the applicable state laws of the
State of Oklahoma solely to assist the Town and Public Works Authotity in meeting its financial
accountability requirements as prescribed by Oklahoma Statutes §11-17 (105-107) and §60-180.1-.3 and
evaluating compliance with specified legal or contractual requitements for the fiscal year ended June 30,
2014. Management of the Town of Carmen, Oklahoma is responsible for the Town’s financial
accountability and its compliance with those legal and contractual requirements. This agreed-upon
procedutes engagement was conducted in accordance with the attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of the procedures is solely the
responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose.

Procedures and Findings
As to the Town of Carmen, Oklahoma as of and for the fiscal year ended June 30, 2014:

1. Procedures Performed: From the Town’s trial balance, we prepared a schedule of
changes in fund balances for each fund (see accompanying Exhibit 1) and compared the
schedule results to the statutory prohibition of creating fund balance deficits to report any
noted instances of noncompliance.

Findings: No exceptions were found as a result of applying the procedure.

2. Procedures Performed: From the Town’s trial balance, we prepared a budget and actual
financial schedule for the General Fund, Street and Alley Fund, and Cemetery Fund (see
accompanying Exhibit 2) and compared the actual expenditures and encumbrances
repotted to the authorized appropriations to report any noted instances of noncompliance
with the appropriation limitations.

Finding 2014-001:

Criteria: Budget appropriations give the Town the legal authority to spend money.
According to the Municipal Budget Act, the legal level of expenditure and encumbrance
control is at the department level.

Condition: Several departments within the General Fund, Street and Alley Fund, and
Cemetery Fund had expenditures that exceeded the budgeted approptiations.

Cause: Lack of controls to make sure expenditures do not exceed the budgeted amounts.



Effect: Appropriation limitations were not complied with, causing the Town to exceed
the amount it was legally authorized to spend.

Recommendation: The Town should periodically compare actual expenditures to the
budgeted amount, and, if needed, supplemental approptiations should be made.

Procedures Performed: We agreed the Town’s matetial bank account balances to bank
statements, and traced timely clearance of significant reconciling items to repott any
significant or unusual instances of reconciling items that have not cleared.

Finding 2014-002:

Criteria: Controls should be in place to ensure that all cash transactions have been
recorded accurately and in the correct period.

Conditions: We noted the following conditions: (1) there were bank accounts that were
not being reconciled each month, (2) one bank account was being reconciled to the wrong
bank statement, (3) several of the bank reconciliations contained items that had been
outstanding for several years, and (4) we identified journal entries that were posted to
several cash accounts in order to force the account balances in the general ledger to
reconcile to the bank statements.

Cause: Lack of controls to ensure that bank reconciliations ate being performed
accurately and in a timely manner.

Effect: The financial statements will be less reliable. Without bank reconciliations being
petformed timely and accurately, there is a chance that transactions could be recorded
twice, not at all, or for the incorrect amount.

Recommendation: All bank accounts should be reconciled on a timely basis and any
transactions that have been outstanding for a significant period of time should be
investigated.

Procedures Performed: We compared the Town’s uninsured deposits to fair value of
pledged collateral to report any amounts of uninsured and uncollateralized deposits.

Finding 2014-003:

Critetia: According to State Statute 62 O.S. § 511-516, deposits of public funds cannot
exceed the federal insurance limit unless secured by acceptable collateral.

Condition: The Town’s deposits exceeded the federal insurance limit and there was no
collateral to cover the uninsured amount.

Cause: In the past, the bank balances have been below the FDIC limit, so pledged
collateral was not necessary for the Town.



Effect: This year, the Town’s bank balances exceeded the FDIC limit, leaving uninsured
deposits at year end.

Recommendation: Acquire pledged collateral to cover the amount of uninsured
deposits, and periodically perform tests to ensure that the collateral pledged is sufficient to
cover uninsuted balances.

Procedures Performed: We compared use of matetial-restricted revenues and resources
to their restrictions to report any noted instances of noncompliance.

Finding 2014-004:

Criteria: Restricted donated funds should be spent in accordance with the donot’s intent.
P

Condition: Funds from the Park account (testricted funds) were transferred to the
General account for the purchase of playground equipment. The cost of the equipment
was not as much as expected, but the excess funds were not transferred back to the Park

accournt.

Cause: The original invoice for the equipment was more than the final invoice. The
check written for the otiginal invoice was voided and the final check was not written until
several months later. The excess funds remained in the General account.

Effect: Restricted donations could have been spent on items that were not within the
donors’ intent.

Recommendation: Monitor restricted funds periodically to ensure that the restrictions
are followed before funds are released.

Procedures Performed: We compared the accounting for the Town’s activities by fund
to the legal and contractual requitements for separate funds to report any noted instances
of noncompliance.

Findings: No exceptions wete found as a result of applying the procedure.
Procedures Performed: We compared the Town’s account balances in resetve accounts
to contractually required balances and debt service coverage requirements of bond

indentures to the actual coverage to report any noted instances of noncompliance.

Findings: This procedure is not applicable because the Town is not required to have a
reserve account.

As to the Carmen Public Works Authority, as of and for the fiscal year ended June 30, 2014:

il

Procedures Performed: From the Authority’s trial balance, we prepared a schedule of

revenues, expenses and changes in net position for each fund (see accompanying Exhibit
3) and compared the schedule results to the applicable trust prohibitions for creating net
position deficits to report any noted instance of noncompliance.
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Findings: No exceptions were found as a result of applying the procedures.
Procedures Petformed: We agreed the Authority’s material bank account balances to
bank statements, and traced the timely clearance of significant reconciling items to report
any significant or unusual instances of reconciling items that have not cleared.

Findings: See Finding 2014-002 listed above.

Procedures Performed: We compated the Authority’s uninsured deposits to fait value of
pledged collateral to report any amounts of uninsured and uncollateralized deposits.

Findings: No exceptions were found as a result of applying the procedures.
Procedures Performed: We compared the Authority’s use of material-restricted
revenues and resources to their restrictions to report any noted instances of
noncompliance.

Findings: No exceptions were found as a result of applying the procedures.
Procedures Performed: We compared the accounting for the Authority’s activities by
fund to the legal and contractual requirements for separate funds to report any noted
instances of noncompliance.

Findings: No exceptions were found as a result of applying the procedures.
Procedures Performed: We compared the Authority’s account balances in resetve
accounts to contractually required balances and debt service coverage requitements of

bond indentures to the actual coverage to teport any noted instances of noncompliance.

Findings: This procedure is not applicable because the Authority is not required to have
a resetve account.

As to the Town of Carmen, Oklahoma and Public Works Authority Grant Programs, as of and for
the fiscal year ended June 30, 2014:

in

Procedures Petformed: From the Town and Authority’s trial balance, we prepated a
schedule of grant activity for each grant/contract (see accompanying Exhibit 4) and
compared the receipts and disbursements to grant agreements and supporting information
to report any noted instances of noncompliance with grant agreements.

Findings: No exceptions were found as a result of applying the procedures.

We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to out attention that would have been
reported to you.



This report is intended solely for the information and use of the specified users, as identified above, and
is not intended to be and should not be used by anyone other than these specified parties.

TFSWep (PAe-pLLE,

FSW&B CPA’s- PLLC
Woodward, OK

August 11, 2015



Town of Carmen, Oklahoma

Summary of Changes in Fund Balances/Net Position - Modified Cash Basis

For the Year Ended June 30, 2014

TOWN:

General Fund

Street and Alley
Cemetery Fund
Cemetery Care Fund

Town Subtotal

ENTERPRISE FUNDS:
Public Works Authority

Enterprise Funds Subtotal

Overall Totals

Exhibit 1

Beginning of
Year Fund End of Year Fund
Balances/Net Current Balances/Net
Position Year Change Position
$ 249,750 $ 24,747 $ 274,497
- 415 415
801 63 864
250,551 25,225 275,776
806,183 (30,222) 775,961
806,183 (30,222) 775,961
$ 1,056,734 $ (4,997) $ 1,051,737

See accompanying notes and independent accountant's report.
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Town of Carmen, Oklahoma

Budgetary Comparison Schedule - Modified Cash Basis
General Fund

For the Year Ended June 30, 2014

Beginning Budgetary Fund Balance
Resources (inflows):

Revenues:
General Fund

Total Revenues

Taxes:
Sales Tax
Use Tax

Frranchise Tax
Total Taxes

Intergovernmental:
Alcoholic Beverage Tax
Cigarette Tax
Fire Department Grant
Library Grant
CDBG - CIP Grant
CDBG Grant
REAP Grant

Total Intergovernmental

Charges for Services
Park [ncome
Swimming Pool

Total Charges for Services

Licenses and Permits
ORV Permits

Total Licenses and Permits

Miscellaneous Income
Electricity Generation Revenue
Other Income
Interest Income
Donation Income
Fire Department Donations
Library Donations
Park Donations
Swimming Pool Donations

Total Miscellaneous Income

Other Financing Sources:
T'ransfers from other funds

Total Resources (Inflows)

Amounts Available for Appropriation

Exhibit 2

Variance with

dgeted Amounts Final Budget
Original Final Actual Positi v
§ 249750 $ 249,750 $ 249,750 $ -
150,000 150,000 (150,000)
150,000 150,000 - (150,000)
- - 98,634 98,634
- - 10,820 10,820
- - 41,923 41,923
- - 151,377 151,377
- - 7,512 7,512
. = 1,164 1,164
- 4,474 4,474 -
- 2,944 2,944 -
15,000 15,000 15,000 -
275,000 275,000 4,750 (270,250)
50,000 50,000 4,308 (45,692)
340,000 347,418 40,152 (307,266)
- - 900 900
- - 4,742 4,742
i % 5,642 5,642
- - 270 270
- - 270 270
- - 67 67
- - 4,473 4,473
- - 944 944
- 2,000 2,000
- 8,968 8,968 -
- 7,349 7,349 -
- 44 44
- 18,361 23,845 5,484
490,000 515,779 221,286 (294,493)
739,750 765,529 471,036 (294,493)

See accompanying notes and independent accountant's report.
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Town of Carmen, Oklahoma

Budgetary Comparison Schedule - Modified Cash Basis

General Fund
For the Year Ended June 30, 2014

Charges to Appropriations (Outflows):

General Government
Personal Services
Maintenance and Operations
Maintenance and Operations-Donations
Utilities and Telephone
General Government
Grant Expenditures (CDBG-CIP)
Grant Expenditures (CDBG)
Grant Expenditures (REAP)

Total General Government
Swimming Pool
Maintenance and Operations
Maintenance and Operations-Donations
Total Swimming Pool Improvements
Library Department
Maintenance and Operations
Maintenance and Operations-Donations
Grant Expenditures
Total Library Department
Park Department
Maintenance and Operations
Maintenance and Operations-Donations
Total Park Department
Fire Department
Maintenance and Operations
Donation Expenditures
Grant Expenditures

Total Fire Department

First Responders
Maintenance and Operations

Total First Responders
Other Financing Uses:
Transfers to other funds
Transfers to component unit
Total Transfers Out
Total Charges to Appropriations
Change In Budgetary Fund Balance

Ending Budgetary I'und Balance

Eixhibit 2

Variance with

Budg nts Final Budget
Original Final Actual Positive/(Negative)
40,000 40,000 48,644 (8,G44)
9,000 9,000 26,084 (17,084)
- 2,000 2,000 -
15,000 15,000 13,474 1,526
5,500 5,500 - 5,500
15,000 15,000 15,000 -
275,000 275,000 4,750 270,250
50,000 50,000 4,308 45,692
409,500 411,500 114,260 297,240
18,000 18,000 9,752 8,248
- 44 44 L
18,000 18,044 9,796 8,248
3,000 3,000 3,928 (928)

3 2,944 2,944 ¥
3,000 5,944 6,872 (928)
4,000 4,000 0.19 4,000

- 3,448 3,448 -
4,000 7,448 3,448 4,000
6,500 6,500 4,758 1,742

- 8,968 8,968 -

: 4,474 4474 5
6,500 19,942 18,200 1,742
1,000 1,000 757 243
1,000 1,000 757 243

38,500 38,500 41,637 (3,137)

- - 1,569 (1,569)

38,500 38,500 43,206 (4,706)
480,500 502,378 196,539 305,839
9,500 13,401 24,747 11,346

$ 250,250 8§ 263,151 § 274,497 11,346

See accompanying notes and independent accountant's report.



Town of Carmen, Oklahoma

Budgetary Comparison Schedule - Modified Cash Basis
Street and Alley Fund

For the Year Ended June 30, 2014

Beginning Budgetary Fund Balance
Resources (inflows):

Revenues:
Street & Alley Fund

Total Revenues

Intergovernmental:
Commercial Vehicle Tax
Gasoline Excise Tax
Miscellaneous Income

Total Intergovernmental

Other Financing Sources:
Transfers from other funds

Total Resources (Inflows)

Amounts Available for Appropriation

Charges to Appropriations (Outflows):
Street and Alley Fund

Personal Services

Maintenance and Operations

Utilities

Capital Outlay

Total Street and Alley

Total Charges to Appropriations
Change In Budgetary Fund Balance

Ending Budgetary Fund Balance

See accompanying notes and independent accountant's report.

Exhibit 2

Variance with

Budge mounts Final Budget
Qriginal Final Actual Positive/(Negative)
$ - $ - $ - $ -

4,500 4,500 L (4,500)
4,500 4,500 E (4,500)

# = 2129 229

- - 648 648

= . 560 560

g 5 3,937 3,937

38,500 38,500 41,248 2,748

43,000 43,000 45,185 2,185

43,000 43,000 45,185 2,185

8,000 8,000 6,639 1,361
4,000 4,000 31,467 (27,467)
6,000 6,000 6,664 (664)
25,000 25,000 - 25,000
43,000 43,000 44,770 (1,770)
43,000 43,000 44,770 (1,770)

i ” 415 415

$ - B - $ 415 § 415
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Town of Carmen, Oklahoma

Budgetary Comparison Schedule - Modified Cash Basis
Cemetery Fund

For the Year Ended June 30, 2014

Exhibit 2

Variance with

Budge s Final Budget
Beginning Budgetary Fund Balance $ e - - $ -
Resources (inflows):
Revenues:

Cemetery 2,000 2,000 - (2,000)
Total Revenues 2,000 2,000 - (2,000)
Miscellaneous Income

Cemetery Land Rent - . 698 698

Cemetery Lot Sales - - 438 438
Total Miscellaneous Income - - 1,136 1,136
Other Financing Sources;

Transfers from other funds - - 2,252 2,252
Total Resources (Inflows) 2,000 2,000 3,388 1,388
Amounts Available for Appropriation 2,000 2,000 3,388 1,388
Charges to Appropriations (Outflows):

Cemetery

Personal Services 1,500 1,500 2,551 (1,051)

Maintenance and Operations 500 500 837 (337)
Total Cemetery 2,000 2,000 3,388 (1,388)
Total Charges to Appropriations 2,000 2,000 3,388 (1,388)
Change In Budgetary Fund Balance - - - =
Ending Budgetary Fund Balance $ . $ - - $ =

See accompanying notes and independent accountant's report.
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Town of Carmen, Oklahoma Exhibit 3
Statement of Revenues, Expenses and Changes in Net Position

of Public Works Authority- Modified Cash Basis

For the Year Ended June 30, 2014

Operating Revenues:

Trash Sales $ 28,351
Sewer Charges 20,330
Sewer and Water Taps -
Water Sales 62,236
Miscellaneous 200
Total Operating Revenues 111,117

Operating Expenses:

Bad Debt Expense 88
Salaries and Wages 55,212
Trash Hauling 29,072
Maintenance and Operations 40,337
Depreciation Expense 18,371
Total Operating Expenses 143,080
Operating Income/ (Loss) (31,963)

Non-Operating Revenues/(Expenses):

Interest Income 2,034
Total Non-Operating Revenues/(Expenses) 2,034
Net Income(Loss) Before Contributions and Transfers (29,929)
Transfets In/(Out) (293)
Change in Net Position (30,222)
NetPosition - Beginning 806,183
Net Position - Ending $ 775,961

See accompanying notes and independent accountant's report.
12
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Town of Carmen
Notes to the General Purpose Financial Statements
As of and for the Year Ended June 30, 2014

1. Summary of Significant Accounting Policies

The Reporting Entity

The Town of Carmen (Town) operates under the Statutory Town Board of Trustees form of government and
provides the following services as authorized by its charter: public safety, streets, public improvements, planning
and zoning, and general administration. The financial statements of the reporting entity include those of the
Town of Carmen (the primary government) and its component units. The component unit discussed below is
included in the Town’s reporting entity because of the significance of its operational and financial relationships

with the Town.

Component Units

Carmen Public Works Authority (PWA), a legally separate entity from the Town is govetned by the same board
that governs the Town. For financial repotting purposes, the PWA is reported as if it were patt of the Town’s
operations because its purpose is to finance and provide water, sewer, and trash utility services to the citizens of
the Town.

Basis of Presentation- Fund Accounting

The accounts of the City ate organized on the basis of funds, each of which is considered a separate accounting
entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise
its assets, liabilities, fund equity, revenues, and expenditures or expenses, as appropriate. Governmental resources
are allocated to and accounted for in individual funds based upon the purposes for which they are to be spent and

the means by which spending activities are controlled.

Governmental Fund Types — These are the funds through which most governmental functions typically are
financed. The funds included in this category are as follows:

General Fund - The general fund is used to account for all financial resources except those required to be

accounted for in another fund.

Special Revenue Funds - (Street & Alley Fund; Cemetery Fund) — Special Revenue Funds are used to account for
the proceeds of specific revenue sources that are legally or contractually restricted to expenditures for specified

purposes.

Permanent Funds - (Cemetery Care Fund) — Permanent funds are used to account for and report resources that
are restricted to the extent that only earnings, and not principal, may be used for purposes that support the
reporting government’s programs—that is, for the benefit of the government or its citizenty.

Proprietary Fund Types — These funds account for operations that are organized to be self-supporting through

user charges.

Enterprise Fund — (Utility Fund) — This fund is used to account for operations that are financed and operated in a
manner similar to a private business enterprise, where the intent is that the costs of providing goods or services to
the general public on a continuing basis be financed or recovered primatily through user charges.
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Town of Carmen
Notes to the General Purpose Financial Statements
As of and for the Year Ended June 30, 2014

1. Summary of Significant Accounting Policies (continued)

Basis of Accounting and Measurement Focus

The entity reports the results of operations for governmental type funds on a budgetary basis of accounting as
directed by Oklahoma State Statute. Revenues are recognized when teceived and expenditures are recognized
when they are encumbered or expended.

Budgetary Accounting and Control

The budget, as adopted by the Board of Trustees is filed with the Alfalfa County Excise Boatd. Budget
amendments or supplements made during the year are recommended by the Town Clerk and must be approved
by the Board of Trustees. Amendments are then filed with the agency mentioned above. The budget and actual
comparisons presented in the financial statements include the legally amended budgets for the respective funds.

Formal budgetary integration is employed as a management control device during the year for the General Fund.

Budgets as adopted by the Board of Trustees are prepared on a modified cash basis of accounting for
governmental funds which is the same basis used to record actual revenues and expenditures.

All unencumbered budget appropriations lapse at the end of each fiscal year.

The level of control at which expenditures and encumbrances may not legally exceed appropriations is at the
department level by fund for each legally adopted fiscal operating budget.

Restricted Assets

Certain assets of the Town are restricted for use for certain payments. The assets consist of cash and short-term
investments which are restricted for use as future refunds of utility customer deposits.

Inventory

The Town has adopted the accounting policy of expensing the purchases of inventory items at the time of
putchase. Inventory balances are not maintained for unused materials and supplies on hand at the end of the

year.,

2. Contingencies

Grants require the fulfillment of certain conditions as set forth in the grant instrument. Failure to fulfill the
conditions could result in the return of funds to the grantor. Although that is a possibility, the Board deems the
contingency remote, since by accepting the grants and their terms, it has accomplished the objectives of the Town

to the provisions of the grant.
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Town of Carmen
Notes to the General Purpose Financial Statements
As of and for the Year Ended June 30, 2014

3. Risk Management

The Town is exposed to vatious risks of losses related to torts; thefts of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The Town manages this risk through the
purchase of commercial insurance policies. Risk management activities ate accounted for by fund, and claims are
recognized when it is probable that a loss has occurred and the amount of the loss can be reasonably estimated.
In determining claims, events that might create claims, but for which none have been reported, are considered.

4. Accounting Basis for Grants

The Town does not follow its normal accounting procedures for recognizing revenue and expenses related to
grants. The Town uses the accrual basis of accounting consistent with generally accepted accounting principles

for municipalities.

5. Subsequent Events

Management has evaluated subsequent events through August 11, 2015 and believes that there are no subsequent
events that are not disclosed. August 11, 2015 is the date that the financial statements were available to be issued.
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