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INDEPENDENT AUDITOR'S REPORT 
 
 
Members of the Town Board 
Town of Maysville, Oklahoma 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, and each major fund of the Town of Maysville, Oklahoma, as of and for the year ended June 30, 
2012, which collectively comprise the City’s basic financial statements as listed in the table of contents. 
These financial statements are the responsibility of the City’s management.  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.  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 includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements.  An audit also includes assessing the accounting principles used and 
the significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinions. 
 
As discussed in Note 1.C., the Town of Maysville, Oklahoma prepares its financial statements on the 
modified cash basis, which is a comprehensive basis of accounting other than accounting principles 
generally accepted in the United States of America. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position—modified cash basis of the governmental activities, the business-type 
activities, and each major fund of the Town of Maysville, Oklahoma, as of June 30, 2012, and the 
respective changes in financial position—modified cash basis, and cash flows, where applicable, thereof for 
the year then ended in conformity with the basis of accounting described in Note 1.C. 
 
In accordance with Government Auditing Standards, we have also issued our report dated August 6, 2013, 
on our consideration of the City’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 accordance 
with Government Auditing Standards and should be considered in assessing the results of our audit. 
 
 
 

 
Chickasha, Oklahoma 
August 6, 2013 
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Town of Maysville, Oklahoma

Statement of Net Assets-Modified Cash Basis

June 30, 2012

Governmental Business-Type  

Activities Activities Total

Assets

Current Assets:

 Cash and Cash Equivalents $ 205,305 $ 33,966 $ 239,271 

 Restricted Cash and Cash Equivalents 37,757 75,520 113,277 

 Investments 67,637 21,135 88,772 

 Restricted Investments

 Due from Other Funds 4,041 4,041 

 Total Current Assets 314,740 130,621 445,361 

Noncurrent Assets:

 Land and other non-depreciable assets 46,000 - 46,000 

 Other capital assets, net of accumulated

 depreciation 506,250 1,518,813 2,025,063 

 Total Noncurrent Assets 552,250 1,518,813 2,071,063 

 Total Assets  866,990   1,649,434  2,516,424 

   

Liabilities

 Accounts Payable 2,165 2,165 

 Payroll Taxes - 

 Due to Depositors 37,689 37,689 

 Due to General Fund 4,041 4,041 

 Long-Term Liabilities:

 Due within one year 20,414 13,447 33,861 

 Due in more than one year 801 19,411 20,212 

 Total Liabilities 21,215 76,753 97,968 

Net Assets

Invested in Capital Assets, net 

 of related debt  531,035  1,485,955  2,016,990 

Restricted for:

 Nonexpendable Permanent Fund Principal 63,248   63,248 

 Expendable:

 Capital Projects  28,787   28,787 

 Other Purposes 97,990   97,990 

Unrestricted 124,715 86,726 211,441 

 Total Net Assets $ 845,775  $ 1,572,681  $ 2,418,456  

The notes to the financial statements are an integral part of this statement.
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Program Revenues   

 Operating Capital  

  Charges for Grants and Grants and Governmental Business-Type

Functions/Programs Expenses Services Contributions Contributions Activities Activities Total

Primary Government:

 Governmental Activities:

 General Government $ 162,935 $ 105 $ $ - $ (162,830) $ - $ (162,830) 

 Fire & Emergency Services 55,351 1,200 4,413 - (49,738) - (49,738) 

 Police 122,599 46,329 - (76,270) - (76,270) 

 Streets 54,654 - (54,654) - (54,654) 

 Cemetery 9,462 - 9,462 - 9,462 

 Parks & Recreation 3,412 - (3,412) - (3,412) 

 Library 37,020 2,756 - (34,264) - (34,264) 

 Total Governmental Activities  435,971  57,096  7,169  -  (371,706)  -  (371,706) 

      

 Business-Type Activities:

 Water & Sewer 515,116 550,725 - - 35,609 35,609 

 Total Business-Type Activities  515,116  550,725  -  -  -  35,609  35,609 

       

 Total Primary Government  951,087   607,821   7,169   -   (371,706)   35,609   (336,097)  

General Revenues:

 Taxes:

 Sales Tax 314,220 - 314,220 

 Franchise Tax 39,456 - 39,456 

 Intergovernmental Revenue 25,306 - 25,306 

 Investment Income 846 576 1,422 

 Miscellaneous 23,941 - 23,941 

 Royalties 13,102 - 13,102 

 Refunds/Rebates - - 

 Transfers - Internal Activity 24,962 (24,962) - 

 Total General Revenues and Transfers 441,833 (24,386) 417,447 

 Change in Net Assets 70,127 11,223 81,350 

 Net Assets - Beginning 749,514 1,553,791

 Prior Period Adjustment 26,134 7,667 33,801 

 Net Assets - Beginning - Restated 775,648 1,561,458 33,801 

 Net Assets - Ending $ 845,775  $ 1,572,681  $ 115,151  

The notes to the financial statements are an integral part of this statement.

Net (Expenses) Revenue and Changes in Net Assets

Town of Maysville, Oklahoma

Statement of Activities-Modified Cash Basis

For the Year Ending June 30, 2012
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Total

 Governmental

General Cemetery Street Library Funds

Assets

 Cash and Cash Equivalents $ 69,456 $ 37,031 $ 87,647 $ 11,171 $ 205,305 

 Restricted Cash and Cash Equivalents 37,757 37,757 

 Investments   67,637    67,637 

 Due from Other Funds  4,041   1,305   5,346 

 Total Assets  111,254  104,668  88,952  11,171  316,045 

     

Liabilities and Fund Balances

 Liabilities:

 Accounts Payable  - - -  - 

 Payroll Withholdings - - - - 

 Due to Other Funds  - - - 1,305  1,305 

 Total Liabilities  -  -  -  1,305  1,305 

     

 Fund Balances:

 Non Spendable  -  63,248  -  -  63,248 

 Restricted   28,787  88,952  9,038  126,777 

 Committed - - - 

 Assigned 12,633 - 828 13,461 

 Unassigned  111,254  - -  111,254 

 Total Fund Balances  111,254  104,668  88,952  9,866  314,740 

 Total Liabilities and Fund Balances $ 111,254 $ 104,668 $ 88,952 $ 11,171 $ 316,045 

The notes to the financial statements are an integral part of this statement.

Town of Maysville, Oklahoma

Statement of Assets, Liabilities an Fund Balance -Modified Cash Basis

Governmental Funds

June 30, 2012
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Total

Governmental

General Cemetery Street Library Funds

Revenues

 Taxes $ 275,121 $ - $ 49,097 $ 29,458 $ 353,676 

 Intergovernmental 13,619 - 11,687 25,306 

 Fines & Forfeitures 46,329 - 46,329 

 Charges for Services 1,305 9,462 1,314 12,081 

 Investment Income 281 440 108 17 846 

 Grant Revenue 4,413 - - 2,756 7,169 

 Miscellaneous 30,507 - - 5,221 35,728 

 Total Revenues  371,575  9,902  60,892  38,766  481,135 

     

Expenditures

 Current:

 General Government  159,459  -  -  -  159,459 

 Fire 41,127 - - - 41,127 

 Police 110,302 - - - 110,302 

 Streets 27,599 - - 27,599 

 Cemetery 3,682 12,110 - 15,792 

 Recreation 2,512 - - - 2,512 

 Library 35,989 

 Debt Service 26,335 

 Capital Outlay 16,774 - 172,784 189,558 

 Total Expenditures  384,108  3,682  184,894  35,989  546,349 

Excess (Deficiency) of Revenues over      

 Expenditures  (12,533)  6,220  (124,002)  2,777  (65,214) 

Other Financing Sources (Uses)

 Capital Lease Proceeds  - - -  - 

 Contribution Expense (838) 

 Transfers In  25,800 - - -  25,800 

 Transfers Out - - - - - 

 Total Other Financing Sources (Uses)  24,962  -  -  -  25,800 

   

Net Change in Fund Balances  12,429  6,220  (124,002)  2,777  (102,576) 

Fund Balances - Beginning 72,690 98,448 212,953 7,089 391,180 

Prior Period Adjustment 26,135 26,135 

Fund Balances - Beginning-Restated 98,825 98,448 212,953 7,089 417,315 

Fund Balances - Ending $ 111,254 $ 104,668 $ 88,951 $ 9,866 $ 314,739 

 

The notes to the financial statements are an integral part of this statement.

Town of Maysville, Oklahoma

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

Governmental Funds

For the Year Ending June 30, 2012
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Reconciliation to Statement of Net Assets:

Fund balances of governmental funds $ 314,740

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

 Capital assets used in governmental activities are not financial resources and, therefore are not 

 reported in the funds:

 Capital assets, net of accumulated depreciation 552,250

 Some liabilities are not due and payable from current financial resources and, therefore are not 

 reported in the funds:

Capital lease payable (21,215) 

Net assets of governmental activities $ 845,775

Reconciliation to Statement of Activities:

Net change in fund balances of governmental funds $ (102,576)

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

 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 in governmental funds 189,508 

Depreciation expense (41,505)

Disposal of capital assets in governmental funds - 

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

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

Capital lease principal payments 24,698

Rounding 2

Change in net assets of governmental activities $ 70,127

The notes to the financial statements are an integral part of this statement..

Town of Maysville, Oklahoma

Reconciliation of Governmental Fund and Government-Wide Financial Statements

Governmental Funds

June 30, 2012

Modified Cash Basis
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Maysville Municipal

Authority

Assets

Current Assets:

 Cash and Cash Equivalents $ 33,966 

 Restricted Cash and Cash Equivalents 75,520 

 Investments 21,135 

 Total Current Assets 130,621 

Noncurrent Assets:

 Capital Assets:

 Other Capital Assets, net of accumulated depreciation 1,518,813 

 Total Noncurrent Assets 1,518,813 

 

 Total Assets  1,649,434 

 

Liabilities  

Current Liabilities:

 Accounts Payable  2,166 

 Due to Depositors  37,689 

 Due to General Fund  4,040 

 Notes Payable-Current Portion  13,447 

 Total  Current Liabilities  57,342 

Noncurrent Liabilities:

 Notes Payable  19,411 

 Total Noncurrent Liabilities  19,411 

 Total Liabilities  76,753 

 

Net Assets

 Invested in Captial Assets, net of related debt  1,485,955 

 Restricted for Capital Projects

 Unrestricted 86,726 

 Total Net Assets $ 1,572,681  

The notes to the financial statements are an integral part of this statement.

Town of Maysville, Oklahoma

Statement of Net Assets-Modified Cash Basis

Proprietary Funds

June 30, 2012
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Total

Maysville Municipal

Authority

Operating Revenues

 Water $ 291,318 

 Sewer 96,845 

 Solid Waste 128,729 

 Miscellaneous Charges  34,560 

 Total Operating Revenues 551,452 

Operating Expenses

 Personal Services 213,477 

 Maintenance & Operations 232,976 

 Depreciation 66,542 

 Total Operating Expenses 512,995 

Operating Income (Loss) 38,457 

Non-Operating Revenues (Expenses)

 Investment Income & Other 576 

 Interest Expense (2,121) 

 Investment Income & Other (727) 

 Total Non-Operating Revenues (Expenses) (2,272) 

Net Income (Loss) Before Contributions and Transfers 36,185 

Transfers

 Contibuted Income 838 

 Transfers In - 

 Transfers Out (25,800) 

 Change in Net Assets 11,223 

Total Net Assets - beginning 1,553,791 

 Prior Period Adjustment 7,667 

Total Net Assets - beginning - Restated 1,561,458 

Total Net Assets - ending $ 1,572,681  

The notes to the financial statements are an integral part of this statement.

Town of Maysville, Oklahoma

Statement of Revenues, Expenses, and Changes in Fund Net Assets

Proprietary Funds

For the Year Ending June 30, 2012

Modified Cash Basis
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Maysville Municipal

Authority

Cash Flows from Operating Activities:

 Receipts from customers $ 551,452 

 Payments to suppliers (232,976) 

 Payments to employees (213,477) 

 Customer meter deposit receipts/refunds 1,760 

 Net Cash Provided by (Used in) Operating Activities 106,759 

Cash Flows from Noncapital Financing Activities:

 Transfers, net (25,800) 

 Contibuted income General Fund 838 

 Net Cash Provided by (Used in) Noncapital 

 Financing Activities (24,962) 

Cash Flows from Capital and Related

 Financing Activities:

 Purchases of capital assets (49,282) 

 Debt proceeds 29,119 

 Principal paid on debt (47,622) 

 Net Cash Provided by (Used in) Capital and

 Related Financing Activities (67,785) 

Cash Flows from Investing Activities:

 Interest Received 576 

 Interest Expense (2,121) 

 Purchase of investments (108) 

 Net Cash Provided by (Used in) Investing Activities (1,653) 

Net Increase (Decrease) in Cash and Cash Equivalents 12,359 

Cash and Cash Equivalents - Beginning of Year-Restated 97,127 

Cash and Cash Equivalents - End of Year  109,486 

Reconciliation of Operating Income (Loss) to

 Net Cash Provided by Operating Activities:

 Operating income (loss) 38,457 

 Adjustments to reconcile operating income (loss):

 Depreciation expense 66,542 

 Change in accounts payable - 

 Change in due to depositors 1,760 

 Net Cash Provided by Operating Activities $ 106,759 

The notes to the financial statements are an integral part of this statement.

Town of Maysville, Oklahoma

Statement of Cash Flows-Modified Cash Basis

Proprietary Funds

For the Year Ending June 30, 2012
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TOWN OF MAYSVILLE, OKLAHOMA 
Notes To Basic Financial Statements 

For the Year Ended June 30, 2012 
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Note 1 - Summary of Significant Accounting Policies 

 

1. A.  Financial Reporting Entity 

 
The Town’s financial reporting entity includes the primary government (Town of Maysville), and its blended 
component unit.  This report includes all activities for which the Town of Maysville’s Town Council is fiscally 
responsible.  In determining the financial reporting entity, the Town complies with the provisions of 
Governmental Accounting Standards Board Statement No. 14, “The Financial Reporting Entity” and includes 
all component units for which the Town is financially accountable. 

 

The Town of Maysville, Oklahoma is incorporated under the laws of the state of Oklahoma.  The Town 
operates under a form of government that comprises of an elected Town Council and Mayor. The Town 
provides its citizens with public safety, streets and highways, sanitation, social services, culture and recreation, 
public improvements, utilities, planning and zoning, and general administrative activities. 

 

Blended Component Unit 

 
 Blended component units are separate legal entities that meet the GASB 14 component unit criteria and 

whose governing body is the same or substantially the same as the Town Council or the component unit 
provides services entirely to the Town.  These component units’ funds are blended into the Town’s by 
appropriate fund type to comprise part of the primary government presentation. 

 

Maysville Municipal Authority - The Maysville Municipal Authority (MMA) is a public trust created 
under authority of and pursuant to the provisions of Title 60, Oklahoma Statutes 1061 Section 176 to 
180, for the use and benefit of the Town of Maysville, Oklahoma.  The trust has as its purpose to 
develop, construct, plan, establish, install, enlarge, improve, maintain, equip, operate, control and 
regulate utility facilities whether water or sewage types of public and municipal services within or 
without the corporate boundaries of the Town of Maysville, Oklahoma. 

 
The MMA is empowered to lease, acquire or construct the properties necessary to provide and maintain 
these services.  It is also empowered to obtain funds for these purposes and in so doing, to incur 
indebtedness whether unsecured or secured by all or any part of the Trust Estate and its revenues.   The 
MMA is also permitted to transfer monies to the Town of Maysville for the use of the Town.  The Town 
Council of the Town of Maysville acts as Trustees of the MMA. 

 

1. B.  Basis of Presentation 

 
Government-Wide Financial Statements - The Statement of Net Assets and Statement of Activities report 
information on all of the nonfiduciary activities of the primary government and its component unit.  For the 
most part, the effect of interfund activity has been removed from these statements.  Governmental activities, 
which normally are supported by taxes and intergovernmental revenues, are reported separately from business-
type activities, which rely, to a significant extent on fees and charges for support. 
 
The Statement of Activities demonstrates the degree to which the direct expenses of a given function or 
segment is offset by program revenues.  Direct expenses are those that are clearly identifiable with a specific 
function or segment.  Program revenues include 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular function or 
segment.  Taxes and other items not properly included among program revenues are reported instead as 
general revenues. 



TOWN OF MAYSVILLE, OKLAHOMA 
Notes To Basic Financial Statements 

For the Year Ended June 30, 2012 
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Fund Financial Statements - Separate financial statements are provided for governmental funds, proprietary 
funds, Major individual governmental funds and major individual enterprise funds are reported as separate 
columns in the fund financial statements. 

 

1. C.  Measurement Focus, Basis of Accounting, and Financial Statement Presentation 

 
Basis of accounting refers to when revenues and expenditures/expenses are recognized and reported in the 
financial statements.  This relates to the timing of the revenues, expenditures/expenses regardless of the 
measurement focus applied.  Measurement focus identifies which transactions and events should be recorded. 
In the governmental fund financial statements, a current financial resources measurement focus is applied.  In 
the government-wide Statement of Net Assets and the Statement of Activities, and the proprietary funds, an 
economic resources measurement focus is applied. 
 
Both governmental and business-type activities in the government-wide financial statements and the fund 
financial statements are presented using a modified cash basis of accounting.  This modified cash basis of 
accounting is based on the recording of cash and cash equivalents and changes therein, and only recognizes 
revenues, expenses, assets and liabilities resulting from cash transactions adjusted for modifications that have 
substantial support in generally accepted accounting principles.  These modifications include adjustments for 
the following balances arising from cash transactions: 
 

• capital assets and the depreciation of those assets, where applicable 

• long-term debt 

• cash-based interfund receivables and payables, if any 

• note issuance costs paid from cash 

• investments and other deposits 

• utility deposit liabilities 
 
This basis is a comprehensive basis of accounting other than accounting principals generally accepted in the 
United States of America.  As a result of the use of the modified cash basis of accounting, certain assets and 
their related revenues (such as accounts receivable and revenue for billed or provided services not yet 
collected, and accrued revenue and receivables) and certain liabilities and their related expenses (such as 
accounts payable and expenses for goods or services received but not yet paid, and accrued expenses and 
liabilities) are not recorded in these financial statements. 
 
If the Town used the basis of accounting required by generally accepted accounting principles, the fund 
financial statements for governmental funds would use the modified accrual basis of accounting and the fund 
financial statements for proprietary fund types would use the accrual basis of accounting.  All government-
wide financial statements would be presented on the accrual basis of accounting.  Under the modified accrual 
basis of accounting, revenues would be recognized when susceptible to accrual (i.e. both measurable and 
available) and expenditures would be recorded when the current liability is incurred.  Under the accrual basis 
of accounting, revenues are recognized when earned and expenses are recorded when the liability is incurred. 
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The Town reports the following funds: 
 

Governmental Funds 

 

Major Governmental Funds: 

• General Fund - is the general operating fund of the Town.  It is used to account for all financial 
resources except those required to be accounted for in another fund. 

• Street & Alley Fund – accounts for revenues from state gasoline and vehicle taxes restricted for 
street projects. 

• Cemetery Fund – accounts for the maintenance and operations of the cemetery. Included in this 
fund is Cemetery Perpetual Care which accounts for 12.5% of cemetery revenues restricted for 
cemetery capital purposes and donations received for permanent fund principal. 

• Library – accounts for the operations of the Public Library. 
 
 

Proprietary Funds 

 

Enterprise Funds: 

 Major Enterprise Fund: 

• Maysville Municipal Authority – accounts for the operation of the water and wastewater 
systems. 

• Meter Fund – accounts for utility deposits maintained for customers. 

 

 
The Town’s policy is to eliminate interfund transfers and balances in the statement of activities and net assets 
to avoid the grossing up of balances.  Only the residual balances transferred between governmental and 
business-type activities are reported as internal transfers and internal balances and then offset in the total 
column in the government-wide statements.  Interfund transfers and balances between funds are not eliminated 
in the fund financial statements. 
 
Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or 
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including 
special assessments.  Internally dedicated resources are reported as general revenues rather than as program 
revenues.  Likewise, general revenues include all taxes. 
 
Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating revenues 
and expenses generally result from providing services and producing and delivering goods in connection with 
a proprietary fund’s principal ongoing operations.  The principal operating revenues of the Town’s enterprise 
fund are charges to customers for sales and services.  Operating expenses for the enterprise fund include the 
cost of sales and services, administrative expenses, and depreciation on capital assets.  All revenues and 
expenses not meeting this definition are reported as non-operating revenues and expenses. 
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1. D.  Assets, Liabilities and Fund Equity 
 
Cash and Cash Equivalents - The Town considers all cash in hand, demand deposit accounts, interest bearing 
checking accounts and time deposit accounts including certificates of deposit with maturities of three months 
or less to be cash and cash equivalents.  Investments in open-ended mutual funds held in the trustee accounts 
are also considered cash equivalents. 
 
Investments - Investments consist of certificate of deposits maturing beyond three months and direct 
obligations of the United States government and agencies.  Investments are stated at cost, which approximates 
market value. 
 
Inventories – The Town has chosen to record inventory items as expenditures/expenses at the time of 
purchase.  Thus, an inventory amount has not been presented. 
 
Capital Assets – The accounting and reporting treatment applied to capital assets depends on whether the 
assets are used in governmental fund operations or proprietary fund operations and whether they are reported 
in the government-wide or fund financial statements. 
 
Receivables and Payables - Receivables in governmental funds and governmental activities include tax 
accruals and intergovernmental revenues such as grant requests, since they are both measurable and available. 
Revenue from non-exchange transactions collectible but not available are deferred. 
 
Proprietary fund and business-type activities receivables include revenues earned at year end but not yet 
received.  Billed and unbilled utility accounts receivable comprise the majority of the receivables. 
 
All such receivables are shown net of an allowance for uncollectible accounts. 
 

Government-Wide Statements - In the government-wide financial statements, capital assets are accounted for 
as assets in the Statement of Net Assets.  All capital assets are valued at historical cost or estimated historical 
cost if actual is unavailable, except for donated capital assets which are recorded at their estimated fair value at 
the date of donation.  Estimated historical cost was used to value the majority of the assets acquired prior to 
July 1, 2001.  Prior to July 1, 2001, governmental funds’ infrastructure assets were not capitalized. 
Infrastructure assets acquired since July 1, 2001 are recorded at cost. 
 
Depreciation of all exhaustible capital assets is recorded as an allocated expense in the Statement of Activities, 
with accumulated depreciation reflected in the Statement of Net Assets.  Depreciation is provided over the 
assets’ estimated useful lives using the straight-line method of depreciation. The range of estimated useful 
lives by type of asset is as follows: 

 
Buildings                                                        40 years 
Improvements other than buildings           20-30 years 
Machinery and equipment                           5-12 years 
Vehicles                                                       8-16 years 
Infrastructure                                             25-40 years 

 
Fund Financial Statements - In the fund financial statements, capital assets acquired for use in governmental 
fund operations are accounted for as capital outlay expenditures of the governmental fund upon acquisition. 
Capital assets acquired for use in proprietary fund operations are accounted for the same as in the government-
wide statements. 
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Restricted Assets - Restricted assets include assets that are legally restricted as to their use.  The primary 
restricted assets are related to utility customer deposits, permanent fund principal of the cemetery perpetual 
care fund, and trustee accounts restricted for debt service and construction purposes. However, the Town is not 
segregating the cemetery perpetual care funds from the cemetery operating. 
 
Refundable Deposits - Represents the funds received from customers for their water utility deposits.  These 
deposits are refunded or credited to the customer upon termination of the utility service and payment of all 
charges due and connected with the service. 
 
Long-Term Obligations – In the government-wide financial statements, and proprietary fund types in the fund 
financial statements, long-term debt and other long-term obligations are reported as liabilities in the applicable 
governmental activities, business-type activities, or proprietary fund type statement of net assets. 
 
Compensated Absences – The Town permits employees to accumulate earned but unused vacation and sick 
pay benefits and compensatory time in varying amounts according to policies and contracts.  As a result of the 
use of the modified cash basis of accounting, accrued liabilities related to compensated absences (accumulated 
but unused vacation leave and compensatory time earned but unpaid at year-end), are not reflected in the 
financial statements.  Expenditures/expenses related to compensated absences are recorded when paid.  The 
amount of accrued compensated absences has been reported as a commitment in Note 4. 
 
Fund Balances and Net Assets – 
 
Fund Statements: 
 
Governmental fund equity is classified as fund balance. The Town has implemented GASB Statement 54, fund 
balance is further classified as nonspendable, restricted, committed, assigned and unassigned. These 
classifications are defined as: 
 

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

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

 
c. Committed – included amounts that can only be used for specific purposes pursuant to constrains 

imposed by formal action of the Town’s highest level of decision-making authority. The Town’s 
highest level of decision-making authority is made by ordinance while the MMA’s highest level of 
decision-making authority is made by resolution. 

 
d. Assigned – includes amounts that are constrained by the Town’s intent to be used for specific purposes 

but are neither restricted nor committed. Assignments of fund balance may be made by Town council 
action or management decision when the Town council has delegated that authority. Assignments for 
transfers and interest income for governmental funds are made through budgetary process. 

 
e. Unassigned – represents fund balance that has not been assigned to other funds and has not been 

restricted, committed, or assigned to specific purposes with in the general fund. 
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It is the Town’s policy to first use restricted fund balance prior to the use of unrestricted fund balance when an 
expense is incurred for purposes for which both restricted and unrestricted fund balances are available. The 
Town’s policy for the use of unrestricted fund balance amounts require that committed amounts would be 
reduced first, followed by assigned amounts and then unassigned amounts when expenditures are incurred for 
purposes for which amounts in any of those unrestricted fund balance classifications could be used. The only 
exception to this policy is for assigned interest income in governmental funds other than the General Fund to 
be spent prior to restricted fund balance. In those funds, interest income is used first before other revenues. 
 
Net Assets: 
 
Net assets are displayed in three components: 
 

a. Invested in capital assets, net of related debt – 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 attributed to the acquisition, construction, or 
improvements of those assets. 

 
b. Restricted net assets – Consists of net assets with constraints placed on the use either by 1) external 

groups such as creditors, grantors, contributors, or laws and regulations of other governments, or 2) 
law through constitutional provisions or enabling legislation. 

 
c. Unrestricted net assets – All other net assets that do not meet the definition of “restricted” or “invested 

in capital assets, net of related debt.” 
 

It is the Town’s policy to first use restricted net assets prior to the use of unrestricted net assets when an 
expense is incurred for purposes for which both restricted and unrestricted net assets are available. 
 
 
 

1. E.  Internal and Interfund Balances and Activities 
 
Interfund Activity – Interfund activity is reported as either loans, services provided, reimbursements or 
transfers.  Loans are reported as interfund receivables and payables as appropriate and are subject to 
elimination in the government-wide financial statements.  Services provided are treated as revenues and 
expenditures/expenses.  Reimbursements are when one fund incurs a cost, charges the appropriate benefiting 
fund and reduces its related cost as a reimbursement.  Transfers are the flow of assets from one fund to another 
where repayment is not expected and is reported as transfers in and out.  Transfers between governmental or 
proprietary funds are netted as part of the reconciliation to the government-wide financial statements. 
 
 

1. F.  Sales Tax Revenue 
 
Sales Tax - The Town presently levies a four-cent sales tax on taxable sales within the Town.  The sales tax is 
collected by the Oklahoma Tax Commission and remitted to the Town in the month following receipt by the 
Tax Commission.   Three cents is for General Fund operations.  The other one cent is divided 62.5% for the 
streets and 37.5% for the library. 
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1. G.  Use of Estimates 
 
In preparing the Town of Maysville’s financial statements, management is required to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and 
liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the 
reporting period.  Actual results could differ from those estimates. 
 
 

Note 2 – Stewardship, Compliance, and Accountability 

 

2. A.  Budgetary Information 
 
Annual budgets are adopted for all governmental funds.  All annual appropriations lapse at fiscal year end. 
Actual expenditures within a fund may not legally exceed the adopted budget. 
 

 

Note 3 – Detailed Notes on all Funds 

 

3. A.  Deposits and Investments Risk 

 
At June 30, 2012, the reporting entity had the following deposits and investments: 

 
Type of Deposits and Investments   Carrying Value 

    

Deposits:    
 Petty Cash    $                522 
 Demand deposits    294,684 

Total Deposits     295,206 
  Credit  

Investments: Maturities Rating  
 Certificates of Deposit < 6 months  88,772 
 Certificates of Deposit > 6 months   19,585 
    108,357 
    

Total Deposits and Investments   $        403,563 

 
 
Custodial Credit Risk - Deposits – Custodial credit risk is the risk that in the event of a bank failure, the 
Town’s deposits may not be returned to it.  The Town does not have a written deposit policy for custodial 
credit risk, but Oklahoma Statutes requires collateral for all uninsured deposits of municipal funds in financial 
institutions.  As of June 30, 2012, the Town had no bank balances that were exposed to custodial credit risk. 
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Investment Credit Risk – The Town does not have a written investment policy that limits its investment choices 
other than the limitations stated in the Oklahoma Statutes. Oklahoma Statutes allow the Town to invest in: (1) 
full faith and credit, direct obligations of the U. S. Government, its agencies and instrumentalities, and the 
State of Oklahoma and certain mortgage insured federal debt; (2) certificates of deposits or savings accounts 
that are either insured or secured with acceptable collateral; (3) negotiable certificates of deposit, prime 
bankers acceptances, prime commercial paper and repurchase agreements with certain limitations; (4) county, 
municipal or school district tax supported debt obligations, bond or revenue anticipation notes, money 
judgements, or bond or revenue anticipation notes of public trusts whose beneficiary is a county, municipality, 
or school district; and government money market funds regulated by the SEC.  Public trusts created under O.S. 
Title 60, are not subject to the above investment limitations and are primarily governed by any restrictions in 
their trust or note indenture.  As of June 30, 2012, the Town’s investments in certificates of deposit were all 
collateralized or federally insured. 
 

Investment Interest Rate Risk – The Town does not have a formal investment policy that limits investments 
maturities as a means of managing its exposure to fair value losses arising from increasing interest rates. 
 
Concentration of Credit Risk – The Town places no limit on the amount it may invest in any one issuer. 

 
 

3. B. Restricted Assets 
 
The amounts reported as restricted assets consist of cash and investments held for the expenditure of capital 
improvements and amounts due to depositors related to utility deposits.  The restricted assets as of June 30, 
2012 were as follows: 
 

 Current Cash and Current 
Type of Restricted Assets Cash Equivalents Investments 
Capital Improvements-MMA 
Customer Utility Deposits-MMA 

$         39,627 
35,893 

$                 - 
 - 

OMAG Escrow-General Fund  37,757  - 
   
Total Restricted Assets $        113,277 $                 - 
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3. C.  Capital Assets 
Capital asset activity resulting from modified cash basis transactions for the fiscal year ended June 30, 2012, 
was as follows:  

 
 

Balance 

6/30/11 

  

Additions 

  

Disposals 

 Balance 

6/30/12 

Governmental Activities:        
Non-depreciable assets:        
 Land $       46,000 $                 - $                 - $       46,000 
 Construction in progress  71,932   -   (71,932)   - 
 Total non-depreciable assets  46,000   -   (71,932)   46,000 

        
Depreciable assets:        
 Buildings 364,176 2,200 - 366,376 
 Vehicles and equipment 697,439 14,574 (1,100) 710,913 
 Infrastructure  114,500   244,665   -   359,165 
 Total depreciable assets  1,176,115   261,439   (1,100)   1,436,454 
        
Less accumulated depreciation:        
 Buildings 237,530 8,914 - 246,444 
 Vehicles and equipment 593,962 20,477 (1,100) 573,346 
 Infrastructure  98,300   12,114   -   110,414 
 Total accumulated depreciation  889,799   41,505   ( 1,100)   930,204 
        
Net depreciable assets  286,316   219,934   -   506,250 
        
Net governmental activities capital assets $    404,248  $    219,934  $   (71,932)  $    552,250 

 

 

 
 

Balance 

6/30/11 

  

Additions 

  

Disposals 

 Balance 

6/30/12 

Business-Type Activities: 

Non-depreciable assets: 
 

- 
 

  
- 

  
- 

  
- 

Depreciable assets:        
 Buildings $     398,903 $                 - $                 - $     398,903 
 Vehicles and equipment 847,003 31,284 (2,570) 875,717 
 Sewer System 570,801 11,890 - 582,601 
 Water Plant  1,208,915   6,108   -   1,215,023 
 Total depreciable assets  3,025,622   49,282   (2,570) 

- 
  3,072,334 

        
Less accumulated depreciation:        
 Buildings 277,292 9,973 - 287,264 
 Vehicles and equipment 827,089 6,434 (1,842) 831,682 
 Sewer System 231,166 14,570 - 245,736 
 Water Plant  153,274   35,564   -   188,838 
 Total accumulated depreciation  1,488,821   66,541   (1,842)   1,553,520 
        
Net depreciable assets  1,536,801   (17,259)   (728)   1,518,814 
        
Net business-type activities capital assets $  1,536,801  $     (17,259)  $           728  $  1,518,814 
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Depreciation expense was charged to functions as follows in the Statement of Activities: 
 

Governmental Activities:  
 General Government $          3,476 
 Fire 13,327 
 Police  11,556 
 Library 
 Streets 

1,031 
11,214 

 Park  900 
  
Total depreciation expense for governmental activities $        41,505 

 

Business-Type Activities:  
 Water & Sewer $        66,541 
  
Total depreciation expense for business-type activities $        66,541 

 

 

3. D.  Debt 

 
The reporting entity’s long-term debt is segregated between the amounts to be repaid from governmental 
activities and amounts to be repaid from business-type activities. 

 

Short Term Debt 

 

Business-Type Activities – As of June 30, 2012, the short-term debt payable from proprietary fund resources 
consisted of the following: 
 
Notes Payable: 

 
Note payable in the amount of $18,570 with Farmers & Merchants Bank 
dated June 2010,  interest rate of  5%, with a single pay due June 2011, 
including interest of $19,688.  The note did not get paid off until 2011-12 year. 

  
 

Long Term Debt 

 

Governmental Activities - State statutes prohibit the Town from incurring any indebtedness or obligations that 
would require payment from resources beyond the current fiscal year revenue, without first obtaining voter 
approval.  As of June 30, 2012, the long-term debt payable from governmental fund resources consisted of the 
following: 
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Capital Debt Obligations: 

 
$28,000 capital debt obligation with First American Bank for two 
police cars, payable in monthly installments of $840, final payment 
due July 2013.                                                                                                               $       10,588 
 

Current portion  9.786 
Non-current portion  802 
 Total Capital Debt Obligations $      10,588 

 
$38,210 capital debt obligation with First American Bank for fire 
department radios, payable in monthly installments of $840, final 
payment due February, 2013.                                                                                       $       10,627 
 

Current portion 10,627 
Non-current portion  - 
 Total Capital Debt Obligations $      10,627 

 

 
Business-Type Activities – As of June 30, 2012, the long-term debt payable from proprietary fund resources 
consisted of the following: 
 
Notes Payable: 

 
Lease purchase obligation in the amount of $111,706 with Farmers & Merchants Bank 
for a 2007 Garbage Truck, dated September 2007,  interest rate of  5.2%, 60 monthly 
payments of $2,118 final payment September 2012.                                                     $       6,561 
 

Current portion 6,564 
Non-current portion  - 
 Total Notes Payable $        6,564 

Notes Payable: 
 
Lease purchase obligation in the amount of $13,487 with Farmers & Merchants Bank 
for a 2008 Pickup, dated December 2007,  interest rate of  5.25%, 48 monthly 
payments of $312, final payment December 2011.                                                       $                - 
 

Current portion  - 
Non-current portion  - 
 Total Notes Payable $                 - 

 

 
 
 
 
 
 
 



TOWN OF MAYSVILLE, OKLAHOMA 
Notes To Basic Financial Statements 

For the Year Ended June 30, 2012 

 

B - 20 

   

 
Notes Payable: 

 
Lease purchase obligation in the amount of $29,119 with Farmers & Merchants Bank 
for a 2012 Ford Pickup, dated February 2012,  interest rate of  5.00%, 48 monthly 
payments of $607.65, final payment February  2016.                                                    $      26,297 
 

Current portion  6,886 
Non-current portion  19,411 
 Total Notes Payable $       26,297 

 
The following is a summary of changes in long-term debt for the year ended June 30, 2012: 

 
     Amounts 

 Balance   Balance Due Within 

 6/30/11 Additions Deductions 6/30/12 One Year 

Governmental Activities:      
 Capital Debt Obligations $      45,913 $                   - $           24,697 $      21,215 $         20,414 
      

Business-Type Activities:      
 Notes Payable $      32,791 $          29,119 $           29,052 $       32,858 $         13,447 

 
 

The annual debt service requirements to maturity are as follows: 
 

Governmental Activities:  Capital Debt Obligations 

Year Ending June 30 Principal Interest 

2013  $          20,414 $              502 
2014 801 3 
2015  -  - 
Total $           21,215  $              505 

 

Business-Type Activities:  Notes Payable 

Year Ending June 30 Principal Interest 

2013 
2014 
2015 

13,447 
7,238 
7,609 

1,220 
810 
439 

2016  4,564  30 
Total $          32,858 $          2,599 

 

 
Interest expense was charged to functions as follows in the Statement of Activities: 
 
 

Governmental Activities:  
 Fire $             897 
 Police  740 
 Total Governmental Activities  $          1,637 

  

Business-Type Activities:  
 Water & Sanitation  $          2,121 
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3. E. Interfund Transfers and Balances 

 
Transfers between funds of the primary government for the year ended June 30, 2012 Were operating transfers 
from the MMA to the General Fund in the amount of $25,800. 
 
 
At June 30, 2012, the following interfund balances were owed between funds: 
 

Due From  Due To  Amount  Nature of Balance 

       
      
MMA  General Fund  $      4,041  Emergency Service Revenue 

 

 

3. F. Net Assets/Fund Equity 
 

Net Assets Restricted 

 

Street - Sales Tax and State Statute                              $88,952 
Cemetery – State Statute                                                 28,787 
Library – Sales tax and State Statute                                9,038 
 Total                                                                     $126,777 
 
 

3. G. Prior Period Adjustments 

 
In prior year the OMAG accounts were not recorded in the financial statements of the General Fund.  Also in 
prior year an assets was not recorded in the Maysville Municipal Authority.  The effect of these errors is as 
follows: 
 
General Fund: 
 Fund Balance originally prior year                    $72,690 
 Correction: OMAG accounts                               26,135 
 Restated Fund Balance                                      $98,825 
 
Municipal Authority: 
 Fund Balance originally prior year                 $1,553,791 
 Correction:  Asset omitted                                       7,667 
 Restated Fund Balance                                   $1,561,458 
 

 

Note 4 – Other Notes 

 

4. A. Employee Pension Plans 

 
Oklahoma Firefighters Pension - Pursuant to the requirements of Title 11, section 22-102, the Town of 
Maysville participates in the statewide cost-sharing multi-employer defined benefit plan administered by the 
Oklahoma Firefighter’s Pension and Retirement System (OFPRS) on behalf of volunteer firefighters.  The 
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Town has no responsibility or authority for the operation and administration of the pension program nor has it 
any related liability, except for the current contribution requirements. 

 

The contribution rate for the Town is established by Statute.  The Town is required to contribute $60 per 
active volunteer fireman for the year ended June 30, 2012.  The plan is funded by contributions from 
participants, employers, insurance premium taxes, and state appropriations, as necessary. 
 
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. 
 

Schedule of Retirement Plan Contributions – OFPRS 

 

Fiscal Required Amount 

Year Contribution Contributed 

   
2009 $900 $900 
2010 $900 $900 
2011 
2012 

$960 
$1,200 

$960 
$1,200 

 

 

 
 

Municipal Retirement Plan - The Town has provided a defined contribution plan and trust known as the 
Town of Maysville Plan (the “Plan”) in the form of The Oklahoma Municipal Retirement Fund Master 
Defined Contribution Plan (OMRF).  OMRF operations are supervised by a nine-member Board of Trustees 
elected by the participating municipalities.  The Plan is administered by OMRF and plan assets are supervised 
by OMRF.  The defined contribution plan is available to all full-time employees not participating in another 
plan.  Each employee shall be required to contribute to the Plan 3% of his or her compensation.  The Town 
Council determines the Town’s contribution rate each year.  Town contributions for each employee begin 
vesting immediately. The authority to amend the provisions of the plan rests with the Town Council. 
 
For the year ended June 30, 2012, employee contributions were $8,011.79 and the employer contributions 
were $8,011.79. 

 

4. B. Risk Management 
The Town and its public trusts are exposed to various risks of loss related to torts, theft of, damage to, or 
destruction of assets; errors and omissions; injuries to employees; employee health and life; and natural 
disasters.  The Town manages those various risks of loss as follows: 
 

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

 

Workers’ Compensation - Workers’ compensation is covered through participation in the Oklahoma 
Municipal Assurance Group risk entity pool.  CompSource Oklahoma provides coverage in excess of the total 
Loss Fund balance. 
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Management believes the insurance coverage listed above is sufficient to preclude any significant uninsured 
losses to the Town.  Settled claims have not exceeded this insurance coverage in any of the past three fiscal 
years. 

 

4. C.  Commitments and Contingencies 
 

Grant Programs - In the normal course of operations, the Town participates in various federal and state grant 
programs from year to year.  Amounts received or receivable from grantor agencies are often subject to audit 
and adjustment by the grantor agency.  Any disallowed claims, including amounts already collected, may 
constitute a liability of the applicable fund.  The amount, if any, of expenditures which may be disallowed by 
the grantor agency cannot be determined at this time, although the Town expects such amounts, if any, to be 
immaterial. 

 

Litigation - The Town is a party to various legal proceedings that normally occur in the course of 
governmental operations.  The financial statements do not include accrual or provision for loss contingencies 
that may result from these proceedings.  State statutes provide for the levy of an advalorem tax over a three-
year period by a Town Sinking Fund for the payment of any court-assessed judgement rendered against the 
Town.  While the outcome of the above noted proceedings cannot be predicted, due to the insurance coverage 
maintained by the Town and the State statute relating to judgments, the Town feels that any settlement or 
judgement not covered by insurance would not have a material adverse effect on the financial condition of the 
Town. 
 

 

 

 

Compensated Absences – As a result of the Town’s use of the modified cash basis of accounting, accrued 
liabilities related to compensated absences (accumulated but unused vacation leave and compensatory time 
earned but unpaid at year-end) are not reflected in the financial statements.  Governmental funds obligation for 
accrued compensated absences is $3,498, while the General Fund unassigned fund balance is $69,456 at June 
30, 2012.  Proprietary funds obligation for accrued compensated absences is $7,203, while the MMA 
unreserved fund balance is $11,206 at June 30, 2012. 
 

Commitments-Construction – At June 30, 2012, the Town had no pending construction project contracts in 
progress. 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF THE ACCOMPANYING FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 
 
 
Members of the Town Council 
Town of Maysville, Oklahoma 
 
We have audited the accompanying modified cash basis financial statements of the governmental activities, 
the business-type activities, each major fund, and the aggregate remaining fund information of the Town of 
Maysville, Oklahoma, as of and for the year ended June 30, 2012, which collectively comprise the Town’s 
basic financial statements and have issued our report thereon dated August 6, 2013.  The report was a 
special report on the Town’s use of a comprehensive basis of accounting other than accounting principles 
generally accepted in the United States of America. The Management Discussion and Analysis is not 
presented as required by the Governmental Accounting Standards Board. 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. 
 
Internal Control Over Financial Reporting 

 
Management of the Town of Maysville is responsible for establishing and maintaining effective internal 
control over financial reporting.  In planning and performing our audit, we considered the Town's internal 
control over financial reporting as a basis for designing our auditing procedures for the purpose of 
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Town’s internal control over financial reporting.  Accordingly, we do not express an 
opinion on the effectiveness of the Town’s internal control over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses and therefore, there can be no assurance that all 
deficiencies, significant deficiencies, or material weaknesses have been identified.  However, as described 
below, we have identified certain deficiencies in internal control over financial reporting that we consider 
to be material weaknesses and other deficiencies that we consider to be significant deficiencies. 
 
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. We consider 
the deficiencies described in the accompanying schedule of findings and responses to be material 
weaknesses are items: 12-1, 12-7 and 12-10. 
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A significant deficiency is a deficiency, or 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. We 
consider the deficiencies described in the accompanying schedule of findings and responses that we 
consider to be significant deficiencies in internal control over financial reporting:  12-2, 12-3, 12-4, 12-5, 
12-6, 12-8, 12-9, 12-11, and 12-12. 
 
 
Compliance and Other Matters 

 
As part of obtaining reasonable assurance about whether the Town's financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The 
results of our tests disclosed instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standard and which are described in the accompanying schedule of findings 
and responses as items; 12-5, 12-6, and 12-8. 
 
The Town’s response to the findings identified in our audit is described in the accompanying schedule of 
findings and responses.  We did not audit the Town’s response and, accordingly, we express no opinion on 
it. 
 
This report is intended solely for the information and use of management, Town Council, others within the 
Town of Maysville, and federal awarding agencies, and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties. 
 
 

Chickasha, Oklahoma 
August 6, 2013 
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Deficiencies of Internal Control, Compliance and Other Matters 

 

12-1. Criteria – The Town’s management is responsible for internal controls over financial reporting. 
This includes controls over the fair and complete presentation of the Town’s annual financial 
statements in accordance with financial statements prepared on a modified cash basis of 
accounting, which is a comprehensive basis of accounting other than accounting principles 
generally accepted in the United States of America.  The preparation of financial statements on a 
modified cash basis of accounting requires internal controls over both (1) recording, processing, 
and summarizing accounting data (i.e., maintaining internal books and records), and (2) reporting 
government-wide and fund financial statements, including the related footnotes (i.e., external 
financial reporting).  Professional audit standards clearly indicate that the external financial 
statement auditor cannot perform any part of management’s control activities or be a component of 
the internal controls over financial reporting 
 
Condition – As is the case with many smaller entities, the Town has historically relied extensively 
on its independent external auditors to provide the needed expertise to assist in the preparation of 
the financial statements and footnotes as part of its controls over the financial reporting process. 
 
Cause and Effect – Lack of financial reporting system to produce required financial reports. As a 
result of this condition, without reliance on its external auditors, the government lacks the 
necessary internal controls over the preparation of financial statements in accordance with a 
modified cash basis of accounting. 
 
Recommendation – The Town should consider designing and implementing sufficient internal 
controls over financial reporting by obtaining the necessary knowledge, expertise, and continuing 
education to prepare financial statements in accordance with modified cash basis of accounting 
without reliance on the external financial statement auditor.  This could be achieved through 
employment of qualified accounting staff or the outsourcing of these control activities to a 
qualified firm other than the external auditor. 
 
Management response – Management will contact a consult to assist with this in the future. 
 

 

12-2. Criteria - A good system of internal control provides for a proper segregation of the accounting 
functions. 
 
Condition - The Town has a small number of employees that perform the duties that would 
normally be divided among a large number of employees. 
 
Cause and Effect – A lack of internal control surrounding the accounting functions could result in 
more than a low risk that errors or irregularities may occur and not be detected within a timely 
period. 
 
Recommendation – It may not be cost effective to hire the additional administrative staff that 
would be necessary in order to adequately segregate the responsibilities. However management 
needs to closely monitor accounting records to mitigate the risk. 
 
Management response – Management agrees. 
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12-3. Criteria – Meter deposits payable should be reconciled on a monthly basis and any cash shortage in 
the meter deposits should be covered by the Town. In addition, the balance for meter deposits 
payable in the general ledger should agree with the meter deposit listing in the utility billing 
system. 
 
Condition – Meter deposits are not being reconciled on a monthly basis to ensure all deposit 
collections and refunds are properly accounted for within the accounting system. The balance in 
the accounting system for meter deposits refundable does not agree with the balance in the utility 
billing deposit listing. The utility billing deposit report balance as of June 30, 2011 was $28,580 
while the general ledger balance was $35,979. These balances should agree. 
 
Cause and Effect – A lack of proper procedures and controls does not allow for a means to ensure 
all deposit collections and refunds are properly accounted for within the accounting system. 
Without sufficient reconciliation procedures in place, providing accurate reconciliations, the risk 
significantly increases that error and fraud related to meter deposits could occur and not be 
detected timely. 
 
Recommendation – The Town should implement procedures for staff to reconcile beginning and 
ending meter deposits payable on a monthly basis by using monthly deposits collected and refunds 
issued. 
 
Management response – Management agrees however staff is unsure they will be able to reconcile 
the general ledger and the meter deposit listing.  The consultant will be used to assist with the 
process. 
 
 

12-4. Criteria – Utility accounts receivable should be reconciled on a monthly basis. 
 
Condition – Our testing noted that utility accounts receivables are not being reconciled on a 
monthly basis to ensure all billings, collections and adjustments are properly accounted for within 
the utility billing accounting system. 
 
Cause and Effect – A lack of proper procedures and controls does not allow for a means to ensure 
all billings, collections and adjustments are properly accounted for within the utility billing 
accounting system. It was noted there were differences between the general ledger balance and the 
utility billing system balance. Without sufficient reconciliation procedures in place, providing 
accurate reconciliations, the risk significantly increases that errors and fraud related to utility 
billing could occur and not be detected timely. 
 
Recommendation – The Town should implement procedures for staff to reconcile beginning and 
ending utility accounts receivable on a monthly basis by using monthly billing reports, daily 
deposit records, penalties, deposits applied and adjustment authorization forms. 
 
Management response – Management agrees however staff is unsure they will be able to reconcile 
the general ledger and the utility billing system.  The consultant will be used to assist with the 
process. 
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12-5. Criteria – There should be adequate cash or cash equivalents in the meter deposits accounts to 
cover all meter deposits. 
 
Condition – While testing restricted cash in the meter deposit account it was noted there was not 
adequate cash to cover the recorded meter deposit liability in the general ledger. Meter deposit 
funds, in comparison with the liability account recorded in the general ledger, were short $1,796. 
 
Cause and Effect – Not reconciling meter deposits or having a correct meter deposit listing 
presents an issue with being able to correctly determine whether or not there is adequate cash to 
cover meter deposits. Not having adequate cash to cover meter deposits is a violation of Oklahoma 
Statutes. It is also noted there is a discrepancy between the general ledger balance and the utility 
billing system balance. 
 
Recommendation – The Town should implement procedures for staff to reconcile meter deposits 
and ensure adequate funds are available to cover customer deposits. 
 
Management response – Management will transfer cash necessary to cover the deposit liability. 
 
 

12-6. Criteria – Oklahoma Statutes Title 11, Section 26-109 requires a Cemetery Care Fund to be 
established for deposits not less than twelve and one-half percent (12.5%) of all monies received 
from the sale of lots and interments.  This fund can only be expended for purchasing lands for 
cemeteries and for making capital improvements to the municipally owned cemeteries.  Oklahoma 
Statutes Title 11, Section 26-201 requires a Perpetual Care Fund to be established for deposits 
received from donations or bequests for the special care of specified lots.  Only the interest derived 
from this fund shall be used in the care, maintenance and repair of the cemetery. 
 
Condition – Although the Town has separate bank accounts for operations and perpetual care it 
does not have three individual funds to separately account for cemetery operations, cemetery care 
and cemetery perpetual care. In addition, in the revenue accounts, the donations are not being 
identified separately from lot sales. Therefore, we were unable to determine if 12.5% of lot sales 
are being deposited to the Cemetery Care Fund. 
 
Cause and Effect – The lack of separate funds makes it difficult to identify if revenues, expenses 
and corresponding fund balances are in compliance with Oklahoma Statutes. 

 
Recommendation – The Town should separate the bank accounts, investments and corresponding 
fund balances into three separate funds; Cemetery Operations, Cemetery Care and Cemetery 
Perpetual Care.  The Town should deposit funds and make expenditures according to the 
Oklahoma Statues. 
 
Management response – Management agrees.  The consultant will assist with compliance. 
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12-7. Criteria – Set payroll accounts need to be established to provide meaningful financial reporting. 
 
Condition – Payroll items were not consistently coded into the financial statements. 
 
Cause and Effect – Lack of established accounting procedures.  Also turnover in personnel and 
lack of training contributed to this problem 

 
Recommendation – Establish procedures and train personnel in these procedures. 
 
Management response – Management agrees. 
 
 
 

12-8. Criteria – Oklahoma Statues Title 11, Section 17:211A states “No expenditure may be authorized 
or made by any officer or employee which exceeds the appropriation of any fund.” 
 
Condition – Expenditures exceeded appropriations in the General Fund, Street And Alley Fund 
and Public Library Fund. Total expenditures for the General Fund exceeded appropriations by 
$7,118, Street & Alley by $51 and the Public Library Fund by $57. 
 
Cause and Effect – A lack of proper procedures and controls for monitoring the Town’s 
expenditures in relations to their approved budget appropriations allowed non-compliance with 
Oklahoma Statutes. 

 
Recommendation – The Town should closely monitor each budget on a monthly basis and not 
approve any expenditure exceeding appropriation until additional amendments have been made 
and approved. The categories of each budgeted fund should be tracked in order to determine the 
remaining budget balance. The Town Council can approve all transfers of appropriations between 
budgeted categories for each fund; however, all supplemental appropriations require the approval 
of both the Town Council and the County Excise Board. 
 
Management response – Management agrees. 
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12-9. Criteria – Oklahoma Statues require that all expenditures to be encumbered against the budget 
prior to purchasing the goods or services. The Purchase order is to be signed by the encumbrance 
clerk along with an official authorized to initiate purchases. 
 
Condition – Certain purchase orders examined did not comply with state purchasing statutes. 
Several purchase orders examined were dated prior to the date of the purchase order. Also, the 
encumbrance clerk and/or authorized purchasing official did not sign on the purchase. Several 
expenses were coded to the wrong account such as a capital item being recorded as maintenance 
and operations. 
 
Cause and Effect – A lack of proper procedures and controls concerning the encumbrance process 
allows the possibility of unauthorized or otherwise unallowable expenditures and non compliance 
with state statues. 

 
Recommendation – The Town should implement procedures to ensure the purchasing process is 
followed correctly. Approval should be obtained before any goods or services are ordered, 
signature of approval of available appropriation, documentation should be obtained of the goods or 
services ordered after approval and signature of receipt of goods should be obtained prior to 
payment of vendors. 
 
Management response – Management agrees. 
 
 

12-10. Criteria – Capital assets (land, building, improvements, utility property/improvements, machinery, 
equipment, vehicles, and infrastructure) should be properly identified for capitalization and 
recorded in a capital asset listing according to a board approved capitalization policy. 
 
Condition – No procedure has been established to track and record capital assets in the capital 
asset listing throughout the year. 
 
Cause and Effect – The Town does not have a written capitalization policy approved by the Board. 
This lack of procedures and controls for tracking capital assets allows for the potential 
overstatement of expenses and understatement of capital assets. 

 
Recommendation – The Town should prepare a written capitalization policy and have it approved 
by the Board. Throughout the year capital assets should be identified as defined in the policy and 
track when assets listed on the depreciation schedule are sold, obsolete or idle. 
 
Management response – Management agrees. 
 

12-11. Criteria – Gross payroll and taxes in each department in the general fund should agree with the 
payroll journal. 
 
Condition –Payroll transactions are not departmentalized in the general ledger and do not agree 
with the payroll journal. 
 
Cause and Effect – The setup of the accounting software is not allowing for correct posting of 
gross payroll, payroll taxes and liabilities to the appropriate account in the general ledger. The 
effect of is over/understated expenses and liabilities by department in the financial statements. 
 
Recommendation – The Town should correctly set up its payroll allocations in the accounting 
software. 
 
Management response – Management agrees. 
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12-12. Criteria – The Town participates in the OMRF defined contribution plan.  Each month the plan is 
funded by the employees and the Town. 
 
Condition – At yearend the Town was behind in making the monthly contributions. 
 
Cause and Effect – A lack established procedures and training of employees. 
 
Recommendation – Procedures should be established and employees should be trained in 
procedures. 
 
Management response – Management agrees. 
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Deficiencies of Internal Control, Compliance and Other Matters 

 

11-1. Criteria – The Town’s management is responsible for internal controls over financial reporting. 
This includes controls over the fair and complete presentation of the Town’s annual financial 
statements in accordance with financial statements prepared on a modified cash basis of 
accounting, which is a comprehensive basis of accounting other than accounting principles 
generally accepted in the United States of America.  The preparation of financial statements on a 
modified cash basis of accounting requires internal controls over both (1) recording, processing, 
and summarizing accounting data (i.e., maintaining internal books and records), and (2) reporting 
government-wide and fund financial statements, including the related footnotes (i.e., external 
financial reporting).  Professional audit standards clearly indicate that the external financial 
statement auditor cannot perform any part of management’s control activities or be a component of 
the internal controls over financial reporting 
 
Condition – As is the case with many smaller entities, the Town has historically relied extensively 
on its independent external auditors to provide the needed expertise to assist in the preparation of 
the financial statements and footnotes as part of its controls over the financial reporting process. 
 
Disposition – This is a repeat finding in the current year. 
 

 

11-2. Criteria - A good system of internal control provides for a proper segregation of the accounting 
functions. 
 
Condition - The Town has a small number of employees that perform the duties that would 
normally be divided among a large number of employees. 
 
Disposition – This is a repeat finding in the current year. 
 
 

11-3. Criteria – Meter deposits payable should be reconciled on a monthly basis and any cash shortage in 
the meter deposits should be covered by the Town. In addition, the balance for meter deposits 
payable in the general ledger should agree with the meter deposit listing in the utility billing 
system. 
 
Condition – Meter deposits are not being reconciled on a monthly basis to ensure all deposit 
collections and refunds are properly accounted for within the accounting system. The balance in 
the accounting system for meter deposits refundable does not agree with the balance in the utility 
billing deposit listing. The utility billing deposit report balance as of June 30, 2011 was $28,580 
while the general ledger balance was $35,979. These balances should agree. 
 
Disposition – This is a repeat finding in the current year. 
 
 

11-4. Criteria – Utility accounts receivable should be reconciled on a monthly basis. 
 
Condition – Our testing noted that utility accounts receivables are not being reconciled on a 
monthly basis to ensure all billings, collections and adjustments are properly accounted for within 
the utility billing accounting system. 
 
Disposition – This is a repeat finding in the current year. 
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11-5. Criteria – There should be adequate cash or cash equivalents in the meter deposits accounts to 
cover all meter deposits. 
 
Condition – While testing restricted cash in the meter deposit account it was noted there was not 
adequate cash to cover the recorded meter deposit liability in the general ledger. Meter deposit 
funds, in comparison with the liability account recorded in the general ledger, were short $2,166. 
 
Disposition – This is a repeat finding in the current year. 
 
 

11-6. Criteria – Oklahoma Statutes Title 11, Section 26-109 requires a Cemetery Care Fund to be 
established for deposits not less than twelve and one-half percent (12.5%) of all monies received 
from the sale of lots and interments.  This fund can only be expended for purchasing lands for 
cemeteries and for making capital improvements to the municipally owned cemeteries.  Oklahoma 
Statutes Title 11, Section 26-201 requires a Perpetual Care Fund to be established for deposits 
received from donations or bequests for the special care of specified lots.  Only the interest derived 
from this fund shall be used in the care, maintenance and repair of the cemetery. 
 
Condition – Although the Town has separate bank accounts for operations and perpetual care it 
does not have three individual funds to separately account for cemetery operations, cemetery care 
and cemetery perpetual care. In addition, in the revenue accounts, the donations are not being 
identified separately from lot sales. Therefore, we were unable to determine if 12.5% of lot sales 
are being deposited to the Cemetery Care Fund. 
 
Disposition – This is a repeat finding in the current year. 
 
 

11-7. Criteria – Oklahoma Statutes Title 62, Section 511-517 & 348.1 requires deposits of public funds 
not exceed the federal insurance limit unless secured by acceptable collateral. Collateral, valued at 
market value, is required to secure uninsured deposits and includes a requirement that the treasurer 
review and determine the market value of the pledged collateral not less than quarterly. 
 
Condition – The Town has not obtained a collateral agreement with the banks and is under 
collateralized at June 30, 2011 by $98,390. 
 
Disposition – This was not a finding in the current year. 
 
 

11-8. Criteria – Oklahoma Statues Title 11, Section 17:211A states “No expenditure may be authorized 
or made by any officer or employee which exceeds the appropriation of any fund.” 
 
Condition – Expenditures exceeded appropriations in the General Fund and Public Library Fund. 
Total expenditures for the General Fund exceeded appropriations by $17,118, Fire/EMS by 
$14,923, Police by $23,005, Pool & Park by $21, Street & Alley by $2,691 and the Public Library 
Fund by $700. 
 
Disposition – This is a repeat finding in the current year. 
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11-9. Criteria – Oklahoma Statues require, among others, that all expenditures to be encumbered against 
the budget prior to purchasing the goods or services. 
 
Condition – Certain purchase orders examined did not comply with state purchasing statutes. Eight 
of twenty-three purchase orders examined were dated prior to the date of the purchase order. Also, 
the encumbrance clerk is not signing on the purchase order that the expense has been properly 
encumber. 
 
Disposition – This is a repeat finding in the current year. 
 
 

11-10. Criteria – Capital assets (land, building, improvements, utility property/improvements, machinery, 
equipment, vehicles, and infrastructure) should be properly identified for capitalization and 
recorded in a capital asset listing according to a board approved capitalization policy. 
 
Condition – The Board has not approved a capitalization policy and capital assets are not being 
tracked and recorded in the capital asset listing throughout the year. 
 
Disposition – This is a repeat finding in the current year. 
 
 

11-11. Criteria – Gross payroll and taxes in each department in the general fund should agree with the 
payroll journal. 
 
Condition –Payroll transactions are not departmentalized in the general ledger and do not agree 
with the payroll journal. 
 
Disposition – This is a repeat finding in the current year. 
 
 

11-12. Criteria – In order to provide appropriate internal control and oversight over assets the Town 
Council should approve all bank accounts opened and closed during the year. 
 
Condition –The opened two new bank accounts during the year and no approval could be found in 
the board minutes. 
 
Disposition – This is not a finding in the current year. 



 


