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Scott Northrip

Certified Public Accountant
P.0. Box 642, 311 5. Main SL.
Hobart, Okfahioma 73651

INDEPENDENT AUDITOR'S REPORT

To the Council of
Town of Rocky, Oklahoma

We have audited the accompanying financial statements of the governmental activities, the business type
activities, and the aggregate remaining fund information of Tewn of Rocky, Oklahoma, as of and for the year
ended June 30, 2013, which collectively comprises the Town’s basic financial statements as listed in the table
of contents. These financial statements are the responsibility of Town of Recky, Oklahoma’s management.
Qur responsibility is to express opinions an these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally aceepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptrolier 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 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 described in Note A2, Town of Rocky, 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.

As described in Note E1, Town of Rocky, Oklahoma did not report capital assets in the financial information
as well as depreciate the assets over its estimated useful life before July 1, 2003 for the general fixed assets as
well as the business-type activity assets, Accounting principles generally accepted in the United States of
America require that those assets be capitalized and depreciated. The capitalization of the assets and the
depreciation of them would affect the financial statement but the amount by which this departure would aftect
the financial information could not be reasonably determined.

In our opinion, because of the effects of the matters discussed in the preceding paragraphs, the financial
statements referred to above do not present fairly, the respective financial position of the governmental
activitics, the business-tvpe activities, and the aggregate remaining fund information of the Town of Rocky,
Oklahoma, as of and for the vear ended June 30, 2013, and the cash flows of its business-type activities for
the year ended on the basis of accounting described in Note A2, which is a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America.

MEMHER:
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTY & OKLAHOMA SOCIETY OF CERTIFIED FUBLIC ACC) GUNTANTS
A
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Independent Auditor’s Report — Continued

In accordance with Government Auditing Standards, we have also issued our report dated January 20,2014,
on our consideration of the Town of Rocky, Oklahoma's internal control over financial reporting and on our
tests of its compliance with ceriain 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 infernal 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 conjunction with this report in considering
the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Rocky, Oklshoma’s basic financial siatements. The introductory section and the
combining fund financial statements are presented for purposes of additional analysis and are not a required
part of the basic financial statements, The introductory section has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we express no opinion on
them.

Scott Nortbrip, CPA

Scatt Northrip, CPA

Janvary 20, 2014



ASSETS:

Cash & Cash Equivalents
Cash in Savings

Investments

Accounts Receivable
Prepaid Insurance
Capital Assets, net of depreciation

TOTAL ASSETS

LIABILITIES AND FUND BALANCES:

Liabilities:

Accounts Payable

TOTAL LIABILITIES

Net Position:

Invested in capital assets, net of debt

Grant Funds

Restricted For Meter Refunds
Unrestricted Fund Balance

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

TOWN OF ROCKY, OKLAHOMA

Total Government Statement of Net Position
(Modified Cash Basis)
As of June 30, 2013

Governmental Proprietary

Funds Funds TOTAL
3 40233 % 22636 $ 82,869
12,533 12,533
30,185 22,500 52,685
2.613 B,995 11,608
3,708 B4 3772
127,828 700,174 B28.102
$ 204,667 $ 766,902 § 971,569
= 1,732 1,732
$ - 3 1732 & 1.732
$ 127,928 $ 127928
BBO,237 BB0,237
17,105 17,105
76,739 (132,172) {55,433)
$ 204867 $ 765170 $ 9689837
$ 204667 $ 766,902 § 971,569

See accompanying noles to the financial statements



TOWN OF ROCKY, OKLAHOMA

Total Governmental Statement of Activities & Changes in Net Position
(Modified Cash Basis)
For the Year Ended June 30, 2013

REVENUES:

Taxes

Franchise Fees

Charges for Services
Capital & Operating Grants
Building Rent

Donations

Investment Revenues
Miscelianeous Revenues
TOTAL REVENUES

EXPENDITURES:

General Government

Utilities

Fuel, Repairs & Maintenance
Capital Outlay

Other Expenditures
Depreciation

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OTHER SOURCES (USES):

Transfers In

Transfers Out

TOTAL OTHER SOURCES (USES)

NET CHANGES IN FUND BALANCES
Net Position - Beginning

NET POSITION - ENDING

Governmental Proprietary
Funds Funds TOTAL

5 23,984 $ 23984
38611 3,611
6,485 87,376 93,861
B,284 8,284
120 120
1,950 1,950
227 184 421
23 23
$ 44684 $ 87,570 § 132,254
? 7643 $§ 28241 § 35,884
9,340 753 10,083
4.555 8,605 13,160
19,597 43,979 63,576
17,620 26,628 44 248
$ 58,755 $ 108,206 § 166,961
$ (14,071) § (20,636) $ (34,707)
® 131 $ 1891 § 2122
{1,831) (191) (2,122)
$ (1,800) % 1,800 % =
$ (15871) § (18,836) § (34,707)
220,538 784,008 1,004,544
] 204.55?_5 765,170 $ 969,837

See accompanying notes to the financial statements.
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TOWN OF ROCKY, OKLAHOMA
Footnotes to the Statements of Net Position & Activities
For the Year Ended June 30, 2013

The Town of Rocky, Okiahoma's financial reporting entity includes the primary government and utifity
guthority.

The statements of net assets and aclivities are reported on 2 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

* jong-term debt

= cash-based inter-fund receivables and payables
s [nvestmants

«  Utility deposit liabilities

As a result of the use of this modified cash basis of accounting, certain assets and their related revenues
and certain liabilities and their related expenses are not recorded in these financial statements.

For business-type activities, Financial Accounting Standard Board (FASB) pronouncements and
Accounting Principles Board (APB) opinions issued on or before November 30, 1988, have been applied
as they apply lo the modified cash basis, unless those pronouncements conflict with or contradict GASB
pronouncements, in which case, GASB prevails.

The Town has not impiemented the new accounting and financial reporting provisions of GASB
Statement No. 34, Basic Financial Statements-and Management's Discussion and Analysis-for State and
Local Governments. These new standards have changed the format and content of the financial
Statements from that used In periods prior to June 30, 2004,

Cash and cash equivalents includes all demand and savings accounts, certificates of deposit or short-
term investments with an original matunty of three months or less;

Investments consist of long-term certificates of deposit and are reported at cost.

Capital assets are reporied as assels net of accumulated depreciation. Capital outlays are not
reported as an expenditure and depreciation is reported on statement of activities.

Long-term debt is reported when the debt arises from a cash transaction. As of June 30, 2013 the Town
did not have any long-term debt.

Fund balance or net assets are displayed in three components.

a. Invested In capital assets, ne! of refated debt — consists of capital assets including restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
morigages, notes, or other borrowings that are atiributable to the acquisition, construction, or
impravements of those assets,

b. Resiricted net assels — consists of net assets with constraints placed on the use sither by an
external group such as creditors, grantors, contributors, or laws and regulations of other
govemments, or by law through constitutional provisions or enabling legislation.

¢. Unresincted net assels — all other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt”.
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TOWN OF ROCKY, OKLAHOMA
Footnotes to the Statements of Net Position & Activities - Continued
For the Year Ended June 30, 2013

The Town is not a party to any legai proceedings which normally occur in the course of government
operations, The financial stalements do nol include accruals or provisions for loss confingencies that
may resull from these proceedings. State statuies provide for the levy of an advalorem tax over a
three-year period by a Town Sinking Fund for the payment of any courl assessed judgment rendered
agains! the Town. While the cutcome of the above noled proceedings cannol be predicted, due fo
the Insurance coverage maintained by the Town and the Stale statule relating o judgments, the Town

feeis that any settlement or judgment not covered by insurance would not have a material adverse
effect on the financial condition of the Town

The Town's policy is lo liminate inter-fund receivables and payables between funds in the statement of
net assels to avoid the grossing up of balances

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management 1o maks estimates and assumptions that effact
certain reported amounts and disclosures  Accordingly, actual results could differ from those estimates.

For the year ending 6/30/13 two of the Town's Trustees and the Town's Cleri/Treasurer resigned after
the August 13, 2012 councll meeting. This left only the Mayor in charge of conducting the Town's
business activities. There were no council meetings held until April 22, 2013, after an election was
held and Trustess were elected and a different Mayor was appointed al that time.



TOWN OF ROCKY, OKLAHOMA

Governmental Funds Statement of Net Position

(Maodified Cash Basis)
As of June 30, 2013

ASSETS:

Cash & Cash Equivalents
Investments

Taxes Receivabile
Prepaid Insurance

TOTAL ASSETS

LIABILITIES AND FUND BALANCES:
Liabilities:

Due to other funds

Due to others

TOTAL LIABILITIES

MNet Position:
Unreserved Fund Balance

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

Other TOTAL
Government GOVERNMENT

General Funds FUNDS
17.886 5 22346 § 40,232
25,093 5,083 30186
2613 - 2613
3,708 3,708

49300 % 27439 § ?ﬁ,?i_ﬁ_

3 - 3 -
£ % : & =
49,300 § 27439 § 76,738
49300 3 27439 3 76,739
49,300 $ 27,439 § 76,739

Ses accompanying notes to financial slatements



Governmental Funds Statement of Activities & Fund Balance

REVENUES:

Taxes

Charges for Services
Capital & Operating Grants
Donations

investment Revenues
Miscelianeous Revenues

TOTAL REVENUES
EXPENDITURES:

General Government
Maintenance & Operations
Capital Outiay

TOTAL EXPENDITURES
EXCESS (DEFICIENCY) OF
OTHER SOURCES (USES):

Transfers in
Transfers Out

TOWN OF ROCKY, OKLAHOMA

(Modified Cash Basis)
For the Year Ended June 30, 2013

REVENUES

TOTAL OTHER SOURCES (USES)

NET CHANGES IN FUND BALANCES

Fund Batances - Beginning

FUND BALANCES - ENDING

Other TOTAL
Government GOVERNMENT

General Funds FUNDS
5 27.298 3 2899 8§ 27,595
120 6,485 6,605
8,284 8.284
1.500 450 1.950
189 51 250
$ 29115 § 15,569 £ 44 684
b7 7,643 3 7,643
18,811 14,681 33.492
s 26,454 35 14,681 § 41,135
s 2661 3 888 $ 3,549
3 131 5 131
(1.831) (1,831)
$  (1,800) $ - § (1,800)
5 861 § 888 $§ 1,749
48 438 26551 74,930
$ 49300 § 27,439 § 76,739

See accompanying notes to the financial statements

g



TOWN OF ROCKY, OKLAHOMA
Footnotes to Governmental Funds Financial Statements
For the Year Ended June 30, 2013

B1 The Town's governmental funds are comprised of the following funds:

Non-Major Funds:

B2.

B3

BS

« General Fund — accounts for all activities of administering and maintaining the City

= Special Revenue Funds — consists of three separate funds which are Street & Alley, Federal
Revenue, and Fire Depariment.

The governmenta! funds are reported on a modified cash basis of accounting, as described in footnote
A2 and current financial resources measurement focus. Only current financial assets and liabilities are
generally included on the fund balance shest or statement of net assets. The statement of activities
present sources and uses of available spendable financial resources during a given period. These fund
financial statement use fund balance or net assats as their measure of available spendable financial
resources at the end of the period.

Sales tax revenues represents a three (3) cent local tax on each dollar of taxable sales within the Town.

The Town presently levies no property tax. In accordance with state law, a municipality may only levy 2
praperty tax to refire general obligstion debt approvad by the voters or to pay judaments rendered
against the Town

As a result of the Town's use of the modified cash basis of accounting, accrued fiabilities related to
compensated absencas and compensatory time earned bul unpaid at year end, and any employer-
related costs eamed and unpaid, are not reflectad in the financial stalements

Capital Outlays are reported as cash transactions on the statement of activities and no depreciation Is
reported,

10



TOWN OF ROCKY, OKLAHOMA
Proprietary Funds Statement of Net Position

(Modified Cash Basis)
As of June 30, 2013

ASSETS:

Current Assets.
Cash & Cash Eqguivalents
Investmeants
Accounts Receivable
Prepaid Insurance

Total Current Assets

Noncurrent Assets:
Capital Assets:
Cther Capital Assets, net of depreciation
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES AND NET POSITION:
Liabilities:

Accounts Payable
Total Liabilities

Met Fosition:
Grant Funds
Restricted for Meter Refunds
Unrestricted Fund Balance

Total Net Position

TOTAL LIABILITIES AND NET POSITION

See accompanying notes to the financial statements

Utility
Authority
5 35,169
22,500
8,995
64
$ 66728
700,174
$ 700,174
$ 766,902
1,732
$ 1,732
$ 880,237
17,105
(132,172)
$ 765170
$ 766,902



TOWN OF ROCKY, OKLAHOMA
Proprietary Funds Statement of Activities & Changes in Net Position
(Modified Cash Basis)
For the Year Ended June 30, 2013

Utility
Authority

OPERATING REVENUES:
UHility Services 5 87,376
Cost of Utility Services (40,604)
Net Revenue from Utility Services $ 46,772
Other Revenues -
Total Operating Revenues $ 48,772
OPERATING EXPENSES:
Administration $ 255650
Litilities 753
Fuel, Repairs & Maintenance B.321
Other Expenses 6,350
Depreciation 26,628
Total Operating Expenses $ 67,602
OPERATING INCOME (LOSS) $ (20,830)
OTHER REVENUES (EXPENSES):
Investment Revenues 3 194
Grant Revenues $ -
Total Other Revenues(Expenses) $ 194
NET INCOME (LOSS) BEFORE TRANSFERS $ (20,636)
Transfers In 1,83
Transfers Out (181)
CHANGES IN NET POSITION $ (18,838)
Net Position - Beginning 784,006
NET POSITION - ENDING $ 765170

See sccompanying notes to the financial statements.

12



TOWN OF ROCKY, OKLAHOMA

Proprietary Funds Statement of Cash Flows
(Maodified Cash Basis)
Asof June 30, 2013

CASH FLOWS FROM OPERATING ACTIVITIES:

Receipts from cusiomers 3 87,059
Payments Io suppliers {53,718)
Paymenis to employees (25.550)
Net Cash Provided from Operating Activities $ 7,631

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Investment in Capital Improvements -

Transfers from Other Funds 1,891

Transfers to Other Funds (181)
Granl Revenues =

Net Cash Provided from Noncapital Financing Activities 5 1,800
CASH FLOWS FROM INVESTING ACTIVITIES:

Interast Collected 184

Cash Flows fram Investing Activities % 184

INCREASE (DECREASE]) IN CASH 5 8825

Cash Balance, July 1, 2012 47 Ba4

Cash Balance, June 30, 2013 2 57,668

RECONCILIATION OF OPERATING INCOME TO NET CASH

PROVIDED BY OPERATING ACTIVITIES:

Operating Income $ (20.830)
Adjustments to reconcile operating income to

net cash provided by operating activities:

Depreciation 5 26628
Change in assets & liabilities:
Decrease (Increase) in accounts receivable (277)
Decrease (Increase) in prepaid expenses 578
(Decrease) Increase in liabilities 1,732
Total Adjustments 28,661

o

NET CASH PROVIDED BY OPERATING ACTIVITIES 7.831

See accompanying notes to the financiat statements

13
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TOWN OF ROCKY, OKLAHOMA

Footnotes to Proprietary Funds Financial Statements
For the Year Ended June 30, 2013

The proprietary funds consist primarily of the Utilities Authority generally receives funds through the
services of providing the different utilities to the customers of the Town. The proprietary funds are
reported on the modified cash basis of accounting and an economic resources measurement focus.

The proprietary funds are reported on a modified cash basis, as defined in footnote A2, and economic
resources measurement focus. Financial Accounting Standard Board (FASE) pronouncements and
Accounting Principles Board (APB) opinions issued on or before November 30, 1885, have been
applied as applicable to the modified cash basis of accounting, unless those pronouncements confiic
with or contradict GASB pronouncemsnts, in which case, GASB prevalls.

For the purpose of the cash flow statement, cash and cash equivalents includes all demand and
savings accounts and certificates of deposit

As a resull of the Town's use of the modified cash basis of accounting, accrued liabilities related to

compensated absences and compensatory time eamed but unpaid at year end, and any employer-
related costs eamed and unpaid, are not reflected in the financial statements

14



TOWN OF ROCKY, OKLAHOMA

Schedule of Deposits and Investments
For the Year Ended June 30, 2013

L ]

Schedule of Deposits and Investments:

Demand Deposits £ 75402
Certificates of Deposil 52.685
Total §__ 128087

Reconciliation to Statement of Net Position:

Cash and Cash Equivalents § 75402
Investments 52.685
Total 5__128.087

Footnotes to Schedule of Deposits and Investments:

D1

D2

Custody Credit Risk — deposits in financial institutions, reported as cash & cash equivaients and
investments, were insured by depository insurance and/or secured with collateral held by the Town's
agent in its name.

Investment Interest Rate Risk - the Town does not have a formal investment policy that limits
investment maturilies as a means of managing its exposure to fair vaiue losses arising from increasing
rafes.

Investment Cradit Risk — the Town has no investment policy that limits its investment choices other than
the limitations of state law that generally authorizes investments in: (1) government obligations; (2)
certificates of deposit or savings accounts that are either insured or secured with acceptable collateral;
(3) certain negotiable instruments; (4) county, municipal or school district supported debt obligations.

Cancentration of Investment Credit Risk — the Town places no limit on the amount it may invest in any
gne issuer,

15



GENERAL FIXED ASSETS GROUP
Forthe Year 83072013

Land & Improvements
Building

Machinery & Equipment
Office Eguipment

TOTAL

ACCUMULATED DEPRECIATION:
Land improvemants

Building

Machinery & Equipment

Office Equipment

TOTAL ACCUM. DEP

NET FIXED ASSETS

PROPRIETARY FUNDS
For the Year 6/30/2013

Land & Waler Membership
Water System

Sewear Sysiem

Fira Station

TOTAL

ACCUMULATED DEPRECIATION:
Land & Water Membarship

Watar System

Sewar System

Fire Station

TOTAL ACCUMULATED DEPRECIATION  §

MNET FIXED ASSETS

TOWN OF ROCKY, OKLAHOMA

SCHEDULE OF CAPITAL ASSETS:

Balance Additions: Delstions Batance
7-1-2012 6-30-2013
5 1360000 S - 3 -1 13,600.00
148 162.00 = 148 162 00
23187028 - 231,870.28
5.836.10 - 5.836.70
5 357 488.08 S - s 5 387.4595.08
s - 3 -5 s ;
RZ 756 49 B.181.73 555948 22
184 44065 11,010.89 205 .451.65
4,753.47 41724 517071
5 25185062 § 1761088 $§ 5 269.570.58
5 14554836 § {17.619.56) § 5 127928 40
Batance Additions Deletions Balanze
7M. £/30/2013
% 60000 F - 5 . 800.00
458 512.03 = 48851203
550 21261 - 588 21261
847500 - 8 475.00
5 1,068,80064 § N $ 1,068,800 64
s : § = I8 s -
213,585.52 125659915 Z26.284 67
118,837,31 13,929.16 132 866 47
9.476.00 - 9 476.00
341,88883 3 2662831 S 3 36862714
-2 72880181 § (26628.31) § 5 70017350

16




TOWN OF ROCKY, OKLAHOMA

Footnotes to the Schedule of Capital Assets For Year Ending June 30, 2013:

E1. Capital assets are reported at actual or estimated histarical cost at the time of the cash transaction.
Prior to July 1, 2003, governmental funds’ infrastructure assets, such as streeils, drainage systems,
and traffic signal systems were not being capitaiized. Infrastructure assets acquired since July 1,
2003 are recorded at cost

E2. Depreciable capital assets are depreciated on a8 straight-ine basis over their estimated useful iife.
A capitalization threshold of $500 is used to report capital assets. The range of estimated useful
lives by type of assets is as follows:

Buildings 20-50 years
Improvements other than buildings 10-25 years
Machinery, furniture and equipment 3-10 years
Utility property and improvements 10-50 years
Infrastructure 5-50 years

17



TOWN OF ROCKY, OKLAHOMA

Budgetary Comparison Schedule of General Fund
For the Year Ended June 30, 2013

GENERAL FUND
Budgeted Amounts Variance
Actual Posltive
Original Final Amounts (Negative)

Beginning Budgetary Fund Balance 5 46,420 $§ 46420 $ 46,420 S -
RRESOQURCES ({INFLOWS}:
TAXES:

Sales Tax & Cigar Tax 3 20045 § 20845 § 20400 % (545)

Alcohol Beverage Tax 1,825 1,825 2,139 314

Motor Vehicle Tax 1,002 1,002 1,148 144

Franchise Tax 3,587 3,587 3.611 24
Total Taxes b 27,358 § 27,358 § 27296 § (63)
CHARGES FOR SERVICES:

Rent & Royalties s 101 § 101 & 143 42

Other Charges & Insurance Refunds - - - -
Total Charges for Services 5 101 & 101 § 143 $ A2
GRANTS 5 - 3 - $ - $ =
DONATIONS 5 - 3 - 3 1,500 $ 1,500
INVESTMENT REVENUES $ 378 $ 378 % 176 § (202)
TRANSFERS FROM OTHER FUNDS - - 427 427
TOTAL RESOURCES (INFLOWS) ] 27838 & 27838 3 29542 § 1,704

AMOUNT AVAILABLE TO APPROPRIATE _$ 74,258 5 74,258 § 75962 $ 1,704

APPROPRIATIONS (OUTFLOWS):

GENERAL GOVERNMENT:
Adminisirative s 12000 5 12,000 $ TH72 % 4228
Maintenance & Operations 25,000 25,000 18,877 8,023
Capital Outiay 37,258 37,258 - 37,258
Total General Government 3 74258 5 74258 § 26,748 5 47 509
TRANSFERS TO OTHER FUNDS 5 - 3 - 9 1831 % (1.831)
TOTAL APPROPRIATIONS g 74268 § 74258 % 28680 3 45578
ENDING BUDGETARY FUND BALANCE ) = 5 - 3 AT 282 3 47,282

ﬁ

Footnotes to Budgetary Comparison:

F1. The budgetary comparison schedule is reported on the same modified cash basis as governmental
funds within the basic financial statements.

F2. The legal leve! of appropriation control is the department leve! within a fund. Transfers of appropriation
within a fund require Mayor's approval, while supplemental appropriations require Council approval.

18



TOWN OF ROCKY, OKLAHOMA

SCHEDULE OF FEDERAL & STATE AWARDS
For the year Ending June 30, 2013

Federal/State Grantor/Pass thru £ Federal Pass thru Aoward Contract Contract
GrantoriProgram Title CrDAa# Grant # Amount Ravenues Expanditures
STATE AWARDS:

Southwest OK Developmeant Authority.
CENA Grant MNiA 238 CENA 13 5 3800 § 3800 % 3,800

Department of Agriculture
Fire Department Grant $ 4484 5 4484 3 4,484

TOTAL STATE AWARDS 5 8284 5 8284 3§ B.284

Footnotes to Schedule of Expenditures of Federal & State Awards

H1. The Scheduls of Expenditures of Federal and State Awards is prepared on a modified cash basis

18



Scott Northrip

Certified Public Accountant
P.0. Box 642, 311 8. Main St.
FHobart, Oklakoma 73651

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Council of
Town of Rocky, Oklahoma

We have audited the accompanying financial statements of the governmental activities, the business type
activities, and the aggregate remaining fund information of Town of Rocky, Oklahoma, as of and for the year
ended June 30, 2013, which collectively comprises the Town’s basic financial statements prepared on the
modified cash basis and have issued our report thereon dated January 20, 2014. The report reflects an adverse
opinion based on the fact that the financial statements did not include the capitalization of the capital assets or
the depreciation of them. 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
Audditing Standards, issued by the Comptroller General of the United States.

Internal Control Financial i

In planning and performing our audit, we considered Town's internal control over financial reporting as
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements and but not for the purpose of expressing our opinions 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.

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 a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above,

We noted certain matters that we reported to management of the Town in a separate letter dated January 20,
2014
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Report of Compliance and Int Control over Financi ing - Continued
Compliance and Other Matters

As part of obtaining reasonable assurance about whether Town of Rocky, Oklahoma's financial statements
are free of material misstatement, we performed tests of its compliance with cenain 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 chjective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the Council, management of the Town of Rocky.
and is not intended to be and should not be used by anyone other than these specified parties.

Scott Nortbip, CPA

Seott Northrip, CPA

January 20, 2014
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Scott Northrip

Certified Public Accountant
®.0. Box 642, 311.5. Main St.
Hobart, ORlahoma 73651

January 20, 2014

Town Council
Town of Rocky, Oklahoma

In planning and performing our audit of the financial statements of the Town of Rocky, OK, for
the year ended June 30, 2013, we noted matters involving the internal control structure and its
operations that are less serious than significant deficiencies conditions which we reported to
you in a separate report. These matters, even though less serious than significant deficiencies,
are opportunities for strengthening internal controls and operating efficiency. The following
summarizes our findings and suggestions regarding these matters. This letter does not affect
our “Independent Auditor’s Report” dated January 20, 2014 on the financial statements of the
Town of Rocky, OK.

2013-1 Finding — During our review of the Town's internal controls, it was noted that the
Town's business activities from August, 2012 through April, 2013 was left entirely under the
control of the Mayor due to the resignation of the Trustee's and Clerk/Treasurer after the
August, 2012 council meeting.

Recommendation — We recommend that a council be maintained at all times so no one
individual will have control of all business activities without a Council’s approval.

2013-2 Finding — During the review of minutes of the meetings it was noted that the August,
2012 meeting was not signed by any Council members due to their resignation after that
meeting.

Recommendation — We recommend that a council be maintained at all times to continue
regular council meetings.

2013-3 Finding — In review of the payment vouchers we found some of the invoices missing and
vouchers were out of order and hard to find. Also, penalties and interest were incurred on
payroll taxes from late filing.

Recommendation — Keep invoices with the payment vouchers where applicable and keep
vouchers in order according to fund and numerical order. Also, at the end of each quarter
make sure payroll taxes are filed timely.



We would like to acknowledge that this has been a difficult year for the current management
and that these findings were not necessarily within their control. We would like to thank you
for your assistance extended to us during the course of our audit,

Scott Nortbnip, CPA

Scott Northrip, CPA

January 20, 2014



