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TOWN OF ALLEN
PONTOTOC COUNTY, OKLAHOMA

June 30, 2011

Management’s Discussion and Analysis

This discussion and analysis of the Town’s financial statements provides a basic overview of the financial
activities for the year ended June 30, 2011. Management has prepared the financial statements and related
disclosures along with the discussion and analysis. It should be read in conjunction with the accompanying
basic financial statements.

Financial Highlights

The Town’s Net Assets increased approximately $178,000 and combined net assets totaled approximately
$2,489,674.

Overview of the Town’s Financial Statements and Corresponding Financial Analysis

The discussion and analysis serves as an introduction to the Town of Allen’s basic financial statements.
The Town of Allen’s basic financial statements are comprised of three component’s; government-wide
financial statements, fund financial statements, and notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements themselves.

Government-Wide Financial Statements

The government-wide financial statements report information about the Town as a whole, using accounting
methods similar to those used by private-sector companies. The statement of net assets includes all of the
government’s assets and liabilities, reported using the full accrual basis of accounting. The statement of
activities accounts for all of the current year’s revenues and expenses, regardless of when cash is received
or paid.

The two government-wide statements report the Town’s net assets and how they have changed. Net assets,
the difference between the Town’s assets and liabilities, is one way to measure the financial health of the
Town. Over time, increases or decreases in the Town’s net assets are an indicator of whether its financial
health is improving or deteriorating. To assess the overall health of the Town, one needs to consider other
nonfinancial factors such as changes in the local economy and related sales tax increases or decreases.
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TOWN OF ALLEN
PONTOTOC COUNTY, OKLAHOMA

June 30, 2011

Fund Financial Statements

The Town’s Governmental Funds consist of the General Fund and Special Revenue Funds. The special
revenue fund consists of the Street and Alley Fund and various miscellaneous funds. These funds focus
more on how cash and other financial assets that can readily be converted to cash flow in and out and the
balances left at year end that are available for spending. Consequently, the governmental funds statements
provide a short-term view that helps determine whether there are more or fewer financial resources that can
be spent in the near future to finance the Town’s programs.

Financial Analysis of the Town as a Whole

Over time, net assets may serve as a useful indicator of a governmental’s financial position. In the case of
the Town of Allen, assets exceeded liabilities by $2,489,674. The majority of the Town’s net assets
(85.7%) are held in capital assets at 6-30-11. The Town of Allen had no outstanding long-term debt as of
June 30, 2011.

Operating Revenues

The Town relies primarily on sales tax and alcoholic beverage taxes as its main source of income. For the
year ended June 30, 2011, the Town had sales and use tax collections totaling $175,054 and alcoholic
beverage tax collections totaled $5,403. The business-type activities (Allen Public Works Authority) relies
primarily on sale of water and sewer as its main source of revenue.

Operating Expenses

Total depreciation expense for the Town’s governmental activities was $9,773. Total depreciation of the
Allen Public Works Authority was $35,462 which was 11.2% of the Authority’s total expenses.

Balance Sheet and Statement of Revenues, Expenditures and Changes in Fund Balance —
Governmental Funds

The governmental fund balance sheets show total assets of $161,064, comprised of cash and investments.
The net change in fund balance of the governmental funds totaled ($16,457).
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TOWN OF ALLEN
PONTOTOC COUNTY, OKLAHOMA

June 30, 2011

Capital Assets

As of June 30, 2011, the Town had $230,325 invested in capital assets net of related accumulated
depreciation. The Business Activities of the town had $1,925,871 invested in capital assets net of related
accumulated depreciation.

Debt

As of June 30, 2011 the Town had no outstanding long-term debt.

Economic OQutlook

Nothing occurred during the fiscal year ended June 30, 2011 that impacted the financial statements on a
significant basis.
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Independent Auditor's Report

Honorable Mayor and Town Council
Town of Allen
Allen, Oklahoma

We have audited the accompanying financial statements of the governmental activities and business type
activities, each major fund, and the aggregate remaining fund information of the Town of Allen, Oklahoma, as
of and for the year ended June 30, 2011, which collectively comprise the Town’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Town of Allen'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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business type activities, each major fund, and the
aggregate remaining fund information of the Town of Allen, Oklahoma, as of June 30, 2011, and the respective
changes in financial position and cash flows, where applicable, thereof for the year ended in conformity with
accounting principles generally accepted in the United States of America.
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Honorable Mayor and Town Council
Town of Allen
Page Two

In accordance with Governmental Auditing Standards, we have also issued our report dated June 23, 2011, on
our consideration of the Town of Allen’s internal control over financial reporting and 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.

The management’s discussion and analysis on pages 1 through 3 is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of inquires of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Ada, Oklahoma W ﬁW

June 5, 2012
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Exhibit A

TOWN OF ALLEN, OKLAHOMA
Statement of Net Assets
June 30, 2011
Governmental Business
Activities Activities Total
ASSETS
Current Assets:
Cash $ 49816 §$ 91,875 § 141,691
Investments 110,667 53,834 164,501
Receivables:
Utilities - 39,145 39,145
Taxes 14,886 - 14,886
Intergovernmental 1,004 - 1,004
Other - - -
Insurance Deposit - - -
Total Current Assets 176,373 184,854 361,227
Capital Assets:
Land 4,500 27,970 32,470
Buildings 404,000 1,474,131 1,878,131
Autos, Trucks and Equipment 179,818 175,139 354,957
Water and Sewer System Equipment - 1,215,455 1,215,455
Accumulated Depreciation (357,993) (966,824) (1,324,817)
Capital Assets, Net 230,325 1,925,871 2,156,196
Total Assets $ 406,698 $ 2,110,725 $ 2,157,423

The accompanying notes are an integral part of these financial statements.



Governmental Business

Activities Activities Total
LIABILITIES
Current Liabilities:

Current Portion of Long-Term Debt $ - 3 -3 -
Accounts Payable - - -
Payroll Taxes Payable 3,471 2,991 6,462
Meter Deposits - 21,287 21,287
Total Current Liabilities 3,471 24278 27,749
Long-Term Debt - - -
Total Liabilities 3,471 24,278 27,749

NET ASSETS

Invested in Capital Assets, Net

of Related Debt 230,325 1,925,871 2,156,196
Restricted for debt services - - -
Unrestricted 172,902 160,576 333,478

Total Net Assets $ 403,227 $ 2,086,447 $ 2,489,674




Exhibit B

TOWN OF ALLEN, OKLAHOMA
Statement of Activities
Year Ended June 30, 2011
Program Revenues
Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions  Contributions
Primary Government
Governmental Activities:
General Government $ 67327 % $ - 3
Public Saftey 152,849
Street 21,446
Cultural and Recreational 31,639 - -
Cemetery 27,720 -
Project Expenditures 424,687 -
Depreciation 9,773
Total Governmental Activities 735,441 - - -
Business-type Activities
Allen Public Works Authority
Water - 110,726
Sewer - 42,694
Garbage - 100,672
Personal Services 137,072
Maintenance and Operations 95,146
Administrative -
Depreciation 32,986
Grant Expenditures -
Allen Community Development Authority
Rental Income 10,849
General Government 15,615
Depreciation 35,462
Total Business-type Activities 316,281 264,941 - -
Total Primary Government $ 1,051,722 § 264,941 $ - $ -
General Revenues
Taxes
Intergovernmental
Charge for Services
Grant Revenue
Fines
Investment Earnings
Miscellaneous
Donations
Transfers
Total General Revenues and Transfers
Change in Net Assets
Net Assets Beginning - See Note
Net Assets Ending
(7)

The accompanying notes are an integral part of these financial statements.



Net Revenues (Expenses)

and Changes in Net Assets

Govememental Buisness-type
Activities Activities Total

3 67327) $ $ (67,327)
(152,849) (152,849)
(21,446) (21,446)
(31,639) (31,639)
(27,720) (27,720)
(424,687) (424,687)
9,773) 9,773)
(735,441) - (735,441)
- 110,726 110,726
- 42,694 42,694
- 100,672 100,672
- (137,072) (137,072)
- (95,146) (95,146)
- (32,986) (32,986)
- 10,849 10,849
- (15,615) (15,615)
- (35,462) (35,462)
- (51,340) (51,340)
$ (735441) § (51,340) $ (786,781)
197,415 0 197,415
14,099 0 14,099
4,674 0 4,674
428,905 100,000 528,905
34,951 0 34,951
1,623 730 2,353
19,390 932 20,322
162,071 0 162,071
0 0 0
863,128 101,662 964,790
127,687 50,322 178,009
275,540 2,036,125 2,311,665
$ 403,227 $ 2,086,447 $ 2,489,674




Exhibit C

TOWN OF ALLEN, OKLAHOMA
Balance Sheet
Governmental Funds
June 30, 2011
Other Total
Governmental Governmental
General Funds Funds
ASSETS
Cash $ 86,418 $ (36,602) $ 49,816
Investments 110,667 - 110,667
Receivables:
Taxes - -
Intergovernmental - 581 581
Due from other Funds - - -
Insurance Deposits - -
Total Assets $ 197,085 § (36,021) $ 161,064
LIABILITIES
Current Portion of Lease Payable $ - 5 - 3 -
Salaries and Taxes Payable 2,913 558 3,471
Vacations Payable - -
Payable from Restricted Assets
Due to Depositors -
Total Liabilities 2,913 558 3,471
FUND BALANCE
Reserved - - -
Unreserved 194,172 (36,579) 157,593
Total Reserves and Fund Equity 194,172 (36,579) 157,593
Total Liabilities, Reserves,
and Fund Equity $ 197,085 $ (36,021) $ 161,064

The accompanying notes are an integral part of these financial statements.



Exhibit D
TOWN OF ALLEN, OKLAHOMA

Reconciliation of Balance Sheet
To the Statement of Net Assets
June 30, 2011

Total Fund Balances - Governmental Funds (Exhibit C) $ 157,593

Amounts Reported for Governmental Activities in the Statement
of Net Assets are Different Because:

Accounts Receivable Reported on Statement of Net Assets 15,309

Capital Assets Used in Governments Activities are not Current Financial

Resources and Therefore are not Reported in the Governmental Funds. 230,325
Lease Payable Reported on the Statement of Net Assets -
Total Net Asssets - Governmental Assets (Exhibit A) $ 403,227
®

The accompanying notes are an integral part of these financial statements.



Exhibit E
TOWN OF ALLEN, OKLAHOMA
Statement of Revenues, Expenditures and
Changes in Fund Balance
Governmental Funds

Year Ended June 30, 2011
Other Total
Governmental Governmental
General Funds Funds
Revenues
Taxes $ 198,171 § - S 198,171
Intergovernmental 5,403 8,696 14,099
Charges For Service 2,774 1,900 4,674
Grant Revenue 229,267 199,638 428,905
Fines and Forfeirtures 34,951 - 34,951
Miscellaneous 19,390 - 19,390
Investment Income 1,571 52 1,623
Donations 4,802 2,269 7,071
Total Revenues 496,329 212,555 708,884
Expenditures
Administration 67,000 - 67,000
Municipal Court 20,606 - 20,606
Police 111,860 - 111,860
Fire 17,227 - 17,227
Animal Control 3,156 - 3,156
Park and Recreation 12,834 64 12,898
Library 18,741 - 18,741
Street - 21,446 21,446
Cemetary - 27,720 27,720
Project Expenditure 224,869 199,818 424,687
Total Expenditures 476,293 249,048 725,341
Excess of Revenues Over (Under) Expenditures 20,036 (36,493) (16,457)
Beginning Fund Balance - July 1 174,136 (86) 174,050
Ending Fund Balance - June 30 $ 194,172  § (36,579) $ 157,593
(10)

The accompanying notes are an integral part of these financial statements.



Exhibit F
TOWN OF ALLEN, OKLAHOMA
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities
Year Ended June 30, 2011

Net Change in Fund Balance - Total Governmental Funds (Exhibit E) $ (16,457

Amounts Reported for Governmental Activities in the Statement
of Activities (Exhibit B) are Different Because:

Adjustment Required to Record Tax Accruals (1,083)

Government funds report capital outlay as expenditures. However,
in the Statement of Activities, the cost of those assets is allocated
over their useful estimated lives and reported as depreciation expense.
This and the net effect of various transactions involving capital assets
increased net assets.

Depreciation Expense Reported in Statement of Net Assets (5,898)

Principal payments on notes payable not reported as expenses on Statement of Activities -

Change in Net Assets of Governmental Activities (Exhibit B) $ (23,438)
(11)

The accompanying notes are an integral part of these financial statements.



Exhibit G
TOWN OF ALLEN, OKLAHOMA
Statement of Net Assets
Proprietary Fund
June 30, 2011

Allen Public Allen Community

Works Development
Authority Authority Totals
ASSETS
Current Assets
Cash $ 88,393 $ 3482 § 91,875
Investments 38,110 15,724 53,834
Receivables:
Utilities Receivable 39,145 - 39,145
Insurance Deposits - - -
Total Current Assets 165,648 19,206 184,854
Noncurrent Assets
Capital Assets (Net) 648,793 1,277,078 1,925,871
Total Noncurrent Assets 648,793 1,277,078 1,925,871
Total Assets 814,441 1,296,284 2,110,725
LIABILITIES
Current Liabilities:
Accounts Payable - - -
Payroll Taxes Payable 2,991 - 2,991
Meter Deposits Payable 21,287 - 21,287
Total Current Liabilities 24,278 - 24,278
Total Liabilities 24,278 - 24,278
NET ASSETS
Invested in Capital Assets, Net of Related Debt 648,793 1,277,078 1,925,871
Unrestricted 141,370 19,206 160,576
Total Net Assets $ 790,163 § 1,296,284 § 2,086,447

(12)

The accompanying notes are an integral part of these financial statements.



Exhibit H
TOWN OF ALLEN
Statement of Revenues, Expenses, and Changes in Fund Balance
Proprietary Funds
Year Ended June 30, 2011

Allen Public Allen Community

Works Development
Authority Authority Totals

Operating Revenue

Water $ 101,542 $ - 5 101,542

Sewer 42,694 - 42,694

Garbage 100,672 - 100,672

Rental Income - 10,849 10,849

Miscellaneous Income 10 922 932

Late Fees 9,184 - 9,184

Total Operating Revenue 254,102 11,771 265,873

Operating Expenses

Personal Services 137,072 - 137,072

Maintenance and Operations 95,146 3,322 98,468

Utilities - 5,783 5,783

Insurance - 5,510 5,510

General Government - 1,000 1,000

Depreciation 32,986 35,462 68,448

Total Operating Expenses 265,204 51,077 316,281

Net Operating Income (11,102) (39,306) (50,408)
Non-Operating Revenue (Expense):

Grant Revenue 100,000 - 100,000

Grant Expenditures - - -

Interest Earned 502 228 730

Transfers From General Fund - - -
Net Non-Operating Revenue (expense) 100,502 228 100,730
Net Income 89,400 (39,078) 50,322
Beginning Retained Earnings - July 1 700,763 1,335,362 2,036,125
Beginning Retained Earnings - June 30 $ 790,163  § 1,296,284 $ 2,086,447

(13)

The accompanying notes are an integral part of these financial statements.



Cash Flows from Operating Activities:
Receipts from Customers
Interest Received
Payment to Employees
Payment to Suppliers
Net Cash Provided by Operating Activities

Cash Flow from Capital and Related
Financing Activities:
Grant Revenue
Grant Expenditures - Construction in Progress
Net Cash Provided (Used) from Capital
and Related Financing Activities:

Net Increase (Decrease) in Cash and Investments
Cash and Investments - Beginning of Year

Cash and Investments - End of Year

Exhibit [

Page 1 of 2
TOWN OF ALLEN
Statement of Cash Flows
Business-Type Funds
Year Ended June 30, 2011
Allen Public Allen Community
Works Development
Authority Authority Totals
247237 $ 11,771  $ 259,008
502 229

(137,072) - (137,072)
(93,906) (15,615) (109,521)

16,761 (3,615) 12,415

100,000 - 100,000
(113,090) - (113,090)
(13,090) - (13,090)
3,671 (3,615) (675)

122,832 22,821 145,653

126,503 § 19,206 § 144,978

(14)

The accompanying notes are an integral part of these financial statements.



Exhibit I

Page 2 of 2
TOWN OF ALLEN
Statement of Cash Flows
Business-Type Funds
Year Ended June 30, 2011
Allen Public Allen Community
Works Development
Authority Authority Totals
Cash Flows from Operating Activities:
Operating Income (Loss) $ (11,102) $ (39,306) $ (50,408)
Adjustments to Reconcile Operating Income (Loss)
to Net Cash Provided by Operating Activities
Depreciation Expense 32,986 35,462 68,448
Interest Income 502 229 731
Changes in:
Accounts Receivable (6,865) - (6,865)
Accured Expenses 1,240 - 1,240
Net Cash Provided by Operating Activities  $ 16,761 $ (3,615) $ 13,146

(15)

The accompanying notes are an integral part of these financial statements.



Note 1.

TOWN OF ALLEN, OKLAHOMA
Notes to the Financial Statements
June 30, 2011

Summary of Accounting Policies

The Town of Allen, Oklahoma is a Statutory Town under Title II, Chapter 12 of the Oklahoma
Statutes. The Town is governed by a Board of Trustees who elect among each other a mayor.

The Town provides a full range of services for its citizens. These services include police and fire
protection, collection and disposal of refuse, water and sewer services, storm water management,
parks and recreation facilities, libraries, and maintenance of streets and highways.

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34,
“Basic Financial Statements and Management’s Discussion and Analysis for State and Local
Governments.” This Statement, known as the Reporting Model, provides for the most significant
change in financial reporting for state and local governments in over 20 years and affects the way
the Town prepares and presents financial information. The Statement was adopted as of July 1,
2003. In addition to this statement, GASB Statement No. 37, “Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Governments: Omnibus” and GASB
Statement No. 38, “Certain Financial Statement Note Disclosures” have been adopted and are
reflected in these financial statements.

The following is a summary of the significant accounting policies of the Town of Allen, Oklahoma:

A. Financial Reporting Entity

1. Component Units

As defined by accounting principles generally accepted in the United States of America, the
financial reporting entity consists of the primary government (Town of Allen), as well as its
component units which are legally separate organizations for which the Town Council is
financially accountable. Discretely presented component units are entities that are legally
separate from the Town, but for which the Town is financially accountable, or whose
relationship with the Town is such that exclusion would cause the Town’s financial
statements to be misleading or incomplete. These component units are reported in separate
columns to emphasize that they are legally separate from the Town.

Based upon the criteria listed above the Town of Allen does not have any
component units.

(16)



Note 1.

TOWN OF ALLEN, OKLAHOMA

Notes to the Financial Statements
June 30, 2011

Summary of Accounting Policies (continued)

B. Basic Financial Statements

In accordance with GASB Statement No. 34 — Basic Financial Statements and Management’s
Discussion and Analysis for State and Local Governments, the basic financial statements
include both government-wide and fund financial statements. The government-wide financial
statements (Statement of Net Assets and Statement of Activities) report on the Town of Allen
and its component units as a whole, excluding fiduciary activities. 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.
All activities, both governmental and business-type, are reported in the government-wide
financial statements using the economic resources measurement focus and the accrual basis of
accounting, which includes long-term assets and receivables as well as long-term debt and
obligations. The government-wide financial statements focus more on the sustainability of the
Town as an entity and the change in aggregate financial position resulting from the activities of
the fiscal period.

Generally, the effect of interfund activity has been removed from the government-wide
financial statements. Net interfund activity and balances between governmental activities and
business-type activities are shown in the government-wide financial statements.

The government-wide Statement of Net Assets reports all financial and capital resources of the
Town. It is displayed in a format of assets less liabilities equals net assets, with the assets and
liabilities shown in order of their relative liquidity.

Net assets are required to be displayed in three components: 1) invested in capital assets, net of
related debt, 2) restricted, and 3) unrestricted. Invested in capital assets, net of related debt is
capital assets net of accumulated depreciation and reduced by outstanding balances of any
bonds, mortgages, notes or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets. Restricted net assets are those with constraints
placed on their use by either: 1) externally imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of other governments, or 2) imposed
by law through constitutional provisions or enabling legislation. All net assets not otherwise
classified as restricted, are shown as unrestricted. Generally, the Town would first apply

restricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net assets are available.

(17)



Note 1.

TOWN OF ALLEN, OKLAHOMA

Notes to the Financial Statements
June 30, 2011

Summary of Accounting Policies (continued)

B. Basic Financial Statements (continued)

The government-wide Statement of Activities demonstrates the degree to which both direct and
indirect expenses of the various functions and programs of the Town are offset by program
revenues. Direct expenses are those that are clearly identifiable with a specific function
identifiable activity. Indirect expenses for administrative overhead are allocated among the
functions and activities using a full cost allocation approach and are presented separately to
enhance comparability of direct expenses between governments that allocate direct expenses
and those that do not. Interest on general long-term debt is not allocated to the various
functions. Program revenues include: 1) charges to customers or users who purchase, use or
directly benefit from goods, services or privileges provided by a particular function or program
and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or program. Taxes, unrestricted investment income and
other revenues not identifiable with particular functions or programs are included as general
revenues. The general revenues support the net costs of the functions and programs not covered
by program revenues.

Also, part of the basic financial statements are fund financial statements for governmental
funds, proprietary funds and fiduciary funds, even though any fiduciary funds are excluded from
the government-wide financial statements. The focus on the fund financial statements is on
major funds, as defined by GASB Statement No. 34. Although this reporting model sets forth
minimum criteria for determination of major funds (a percentage of assets, liabilities, revenues,
or expenditures/expense of fund category and of the governmental and enterprise funds
combined), it also gives government the option of displaying other funds as major funds. Other
nonmajor funds, as well as the internal service funds, are combined in a single column on the
fund financial statements.

The Town reports the following major governmental funds:

The General Fund is the Town’s primary operating fund. It accounts for all financial resources
of the Town, except those required to be accounted for in another fund. Revenues are derived
primarily from sales and other local taxes, state and federal distributions, licenses, permits,
charges for service, and interest income. A significant part of the General Fund’s revenues is
used principally to finance the operations of the Town of Allen, Oklahoma.

The Town has the following major proprietary funds which are included in these financial
statements:

The Allen Public Works Authority provides water and sanitary sewer waste collection and
transmission services to the citizens of Allen and accounts for operations that are financed in a
manner similar to private business enterprises.

The Allen Community Development Authority was established in October 22, 2001 to promote
and facilitate economic development for the Town of Allen and surrounding area.

(18)



TOWN OF ALLEN, OKLAHOMA

Notes to the Financial Statements
June 30, 2011

Note 1. Summary of Accounting Policies (continued)

B. Basic Financial Statements (continued)

Additionally, the Town reports the following fund types:

Special Revenue Funds account for revenue derived from specific sources that are restricted
by legal and regulatory provisions to finance specific activities.

C. Basis of Accounting

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and fiduciary
fund financial statements. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenues as soon as all eligibility requirements imposed by provider have been
met.

The governmental fund financial statements are prepared on a current financial resources
measurement focus and modified accrual basis of accounting. To conform to the modified
accrual basis of accounting, certain modifications must be made to the accrual method. These
modifications are outlined below:

A. Revenue is recorded when it becomes both measurable and available (received within
60 days after year-end). Revenue considered susceptible to accrual includes: sales and
use taxes, licenses, fees and permits, charges for services, penalties, and interest.

B. Expenditures are recorded when the related fund liability is incurred.

C. Disbursements for the purchase of capital assets providing future benefits are considered
expenditures. Bond proceeds are reported as another financing source.

With this measurement focus, operating statements present increases and decreases in net
current assets and unreserved fund balance as a measure of available spendable resources.

This is the traditional basis of accounting for governmental funds and also is the manner in
which these funds are normally budgeted. This presentation is deemed most appropriate to: 1)
demonstrate legal and covenant compliance, 2) demonstrate the sources and uses of liquid
resources, and 3) demonstrate how the Town’s actual revenues and expenditures conform to the
annual budget. Since the governmental funds financial statements are presented on a different
basis than the governmental activities column of the government-wide financial statements, a
reconciliation is provided immediately following each fund statement. These reconciliations
briefly explain the adjustments necessary to transform the fund financial statements into the
governmental activities column of the government-wide financial statements.

(19)



Note 1.

TOWN OF ALLEN, OKLAHOMA

Notes to the Financial Statements
June 30, 2011

Summary of Accounting Policies (continued)
D. Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates that could affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

E. Cash, Cash Equivalents and Investments

Cash and cash equivalents include cash on hand, amounts in demand deposits, and short-term
investments with a maturity date within three months of the date acquired by the Town.

Investments are stated at cost, which approximates market unless otherwise indicated.

F. Capital Assets

Capital assets, which include property, plant, equipment, are reported in the applicable
governmental activities columns in the government-wide financial statements. Assets are
defined by the Town as assets with an initial, individual cost of $1,000 or more and an
estimated useful life in excess of two years. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized. Improvements are capitalized and depreciated
over the remaining useful lives of the related fixed assets, as applicable.

Property, plant, and equipment of the Town is depreciated using the straight-line method over
the following estimated useful lives:

Assets Years
Buildings 40
Building improvements 40
Vehicles 5-10
Machinery and equipment 10-20
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Note 2.

Note 3.

TOWN OF ALLEN, OKLAHOMA
Notes to the Financial Statements
June 30, 2011
Accounts Receivable

Accounts Receivable at June 30, 2011 are as follows:

Primary Government
Governmental Business-Type
Activities Activities Total
Sales & Use Tax $ 14,886 $ $ 14,886
Motor Vehicle Tax 581 581
Alcoholic Beverage 423 423
Utilities - 39,145 39,145

$ 15,890 § 39,145 § 55,035

Cash and Investments

The Town's investment policies are governed by state statute. Permissible investments include
direct obligations of the United States Government and Agencies; certificate of deposit of savings
and loan associations, and bank and trust companies; and savings accounts or savings certificates
of savings and loan associations, and trust companies; Collateral is required for demand deposits
and certificates of deposit for all amounts not covered by Federal Deposit Insurance.

The Town’s Deposits and investments are in various financial institutions as follows:

Bank Pledged FDIC
Balance Collateral Insurance
Farmers State Bank, Allen, OK $ 287429 § 344422 $ 250,000
Total Deposits $ 287,429 § 344,422

Custodial Credit Risk-Exposure to custodial credit risk related to deposits exist when to Town
holds deposits that are uninsured and uncollateralized; collateralized with securities held by the
pledging financial institution, or by its trust department or agent but not in the Town’s name; or
collateralized without a written or approved collateral agreement. Exposure to custodial credit risk
related to investments exists when the Town holds investments that are uninsured or unregistered,
with securities held by the counterparty or by its trusts department or agent not in the town’s name.

The town secures cash deposits in excess of $250,000 with U.S. Government or Federal Agency
securities. State law requires all deposits of public funds to be collateralized; however the town
does not have a formal policy for collateralizing cash deposits. At June 30, 2011 the carrying
amount of the town’s deposits was $306,192 and the bank balance was $287,429. As of June 30,
2011 none of the Town’s bank balance was exposed to custodial credit risk.
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Note 4.

TOWN OF ALLEN, OKLAHOMA
Notes to the Financial Statements
June 30, 2011

Prepaid Insurance Deposits and Contingent Liabilities

The Oklahoma Municipal Assurance Group Worker's Compensation Plan (the Plan) became
effective October 1, 1984. The purpose of the plan is to provide worker's compensation coverage
through the State Insurance Fund to participating municipalities in the State of Oklahoma. In that
capacity, the Plan is responsible for providing loss control arrangements for the underwriting,
excess insurance agreements, claims processing, and legal defense for any and all claims submitted
to it during the Plan year. A plan year normally begins at 12:00 am July 1, in any year and ends at
Midnight June 30, of the following calendar year. The Plan, or its designated agent, has a right to
audit at all reasonable times such books and records of the participant as necessary to determine the
monies owed for benefits provided to the municipality or its employees.

A municipality may apply and enter into agreement with the Plan to participate in the coverage and
services that the Plan offers as outlined above. Upon acceptance into the Plan, a participant has the
responsibility to pay fees set by the Plan and to pay those fees from funds appropriated for that
purpose according to the established payment schedule. In additions, a participant in the Plan is
responsible for complying with all requirements of the Oklahoma Worker's Compensation Act.
Participants have a right to the return of any Loss Funds set aside for the claims which have not
been paid out as benefits. Also, the participant has a right to receive the interest earnings on funds
held by the Plan for the participant subject to bank charges and audit fees.

The Town of Allen has the following balances in the Plan at June 30, 2011:

Escrow Funds $ 1,333
Reserve Funds $ -
Loss Funds $ 679
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Note 5.

TOWN OF ALLEN, OKLAHOMA

Notes to the Financial Statements

June 30, 2011
Capital Assets

Balance Balance

6/30/2010 Increases Decreases 6/30/2011
Governmental Activities:
Land $ 4,500 $ - 3 - 3 4,500
Buildings 249,000 155,000 - 404,000
Equipment 179,818 - - 179,818
Total Capital Assets 433,318 155,000 - 588,318
Accumulated Depreciation (347,893) (10,100) - (357,993)
Capital Assets - Net $ 85425 § 144900 $ - 3 230,325
Balance Balance

6/30/2010 Increases Decreases 6/30/2011
Business Activities:
Land $ 27970 $ - $ - $ 27,970
Building 1,474,131 - - 1,474,131
Autos, Trucks & Equipment 175,139 - - 175,139
Water and Sewer System 1,102,365 113,090 - 1,215,455

Total Capital Assets 2,779,605 113,090 - 2,892,695

Accumulated Depreciation (898,375) (68,449) - (966,824)
Capital Assets - Net $ 1,881,230 § 44641 $ - 3 1,925,871
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Schedule 1
TOWN OF ALLEN, OKLAHOMA
Statement of Revenues, Expenditures and
Changes in Fund Balances

Budget and Actual
General Fund
Year Ended June 30, 2011
Variance
Budget Favorable
Original Final Actual (Unfavorable)
Revenues
Taxes $ 182,000 $ 182,000 $ 198,171 $ 16,171
Intergovernmental 4,500 4,500 5,403 903
Charges for Service 3,500 3,500 2,774 (726)
Grant Revenue - 468,000 229,267 (238,733)
Fines and Forfeitures 20,200 20,200 34,951 14,751
Miscellaneous 15,000 15,000 19,390 4,390
Investment Income 1,200 1,200 1,571 371
Donations - - 4,802 4,802
Total Revenues 226,400 694,400 496,329 (198,071)
Expenditures
Administration 61,000 67,100 67,000 100
Municipal Court 4,900 20,625 20,606 19
Police 135,000 112,000 111,860 140
Fire 25,000 17,250 17,227 23
Animal Control 10,800 3,200 3,156 44
Park and Recreation 7,500 12,850 12,834 16
Library 3,000 18,750 18,741 9
Grant Expenditures - 463,425 224,869 238,556
Total Expenditures 247,200 715,200 476,293 238,907
Excess of Revenue Over
(Under) Expenditures (20,800) (20,800) 20,036 40,836
Beginning Fund Balance - July 1 174,136 174,136 174,136 -
Ending Fund Balance - June 30 $ 153,336 $ 153,336 $ 194,172 $ 40,836
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Schedule 2

TOWN OF ALLEN, OKLAHOMA
Combining Balance Sheet
Other Governmental Funds

June 30, 2011
Street
and Capital Veteran's
Alley Cemetery Improvement Memorial Total
ASSETS
Cash $ (50,176) $ 8435 § 3407 § 1,732 $§ (36,602)
Investments
Receivables:
Intergovernmental 581 - - - 581
Other
Other Assets
Total Assets $ (49,595) $ 8435 § 3407 $ 1,732 § (36,021)
LIABILITIES
Accounts Payable $ 78 $ 480 $ - $ - $ 558
Total Liabilities 78 480 - - 558
RESERVES AND FUND EQUITY
Fund Balances (49,673) 7,955 3,407 1,732 (36,579)
Total Reserves and Fund Equity  (49,673) 7,955 3,407 1,732 (36,579)
TOTAL LIABILITIES,

RESERVES & FUND EQUITY $ (49,595) $ 8,435 $ 3,407 § 1,732 §  (36,021)
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Revenues
Intergovernmental
Charges for Service
Grant Revenue

Fines and Forfeirtures
Miscellaneous
Investment Income
Donations

Total Revenues

Expenditures
Personal Services
Maintenance & Operation
Capital Outlays
Project Expenditures
Total Expenditures

Excess of Revenues Over
(Under) Expenditures

TOWN OF ALLEN, OKLAHOMA

Combining Statement of Revenues, Expenditures
and Changes in Fund Balances
Other Governmental Funds
Year Ended June 30, 2011

Schedule 3

Beginning Fund Balance-July 1

Street
and Capital Veteran's
Alley Cemetery Improvement Memorial Total
$ 869 §$ - 3 - § 8,696
- 1,900 - 1,900
- - 199,638 199,638
- 52 - 52
- 2,189 - 80 2,269
8,696 4,141 199,638 80 212,555
8,955 17,675 - 26,630
12,491 10,045 - 64 22,600
- - 199,818 199,818
21,446 27,720 199,818 64 249,048
(12,750) (23,579) (180) 16 (36,493)
(36,923) 31,534 3,587 1,716 (86)
$§ 7955 $ 3,407 $ 1,732 (36,579)

Ending Fund Balance — June 30 § (49,673)
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON

COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMEDIN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Honorable Mayor and Town Council
Town of Allen
Allen, Oklahoma

We have audited the governmental activities and business-type activities, each major fund, and the
aggregate remaining fund information of the Town of Allen as of and for the year ended June 30, 2011,
and have issued our report thereon dated June 5, 2012. 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

In planning and performing our audit, we considered Town of Allen’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Town of
Allen’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Town of Allen’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 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 would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify and deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.
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Honorable Mayor and Town Council

Town of Allen
Allen, Oklahoma
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Town of Allen’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 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 audit committee, management, others

within the organization, Town Council, 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.

S By

June 5, 2012
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Schedule of Expenditures of Federal Awards

Federal Grantor/Pass Through Grantor/
Program Title

PassedThrough Oklahoma Department
of Commerce

Community Development Block Grant
TOTA1 OKLAHOMA DEPARMENT OFCOMMERCE

Passed Through Oklahoma Housing
Finance Agency

Home Investment Partnerships Program

TOTAL OKLAHOMA HOUSING FINANCE AGENCY

Passed Through Oklahoma State
Department of Emergency Management:

Snow Clearance and Removal
Ice Storm Debris Removal
Ice Storm Debris Removal

TOWN OF ALLEN

Year Ended June 30, 2011
Pass Through
Federal Grantor's
CFDA No. Number
14.228 14069 CDBG 09

14.239

97.036
97.036
97.036

1332 Home 10

PA-06-OK-1876-PW-00247
PA-06-OK-1883-PW-00197
PA-06-OK-1883-RPA-0054

TOTAL OKLAHOMA STATE DEPARTMENT OF EMERGENCY MANAGEMENT

TOTAL FEDERAL FINANCIAL ASSISTANCE

(29)

Receipts Expenditures
$ 199,638 § 185,030
199,638 185,030
224,870 224,870
224,870 224,870
979 979
6,610 6,610
206 206
7,795 7,795
$ 432,303 § 417,695




TOWN OF ALLEN
Schedule of Expenditures of State Awards

Year Ended June 30, 2011
State Grantor Grantor's
Program Title Number Receipts Expenditures
Qklahoma Water Resources Board
OWRB Emergency Grant FAP-09-007-G $ 100,000 $§ 100,000
TOTAL OKLAHOMA WATER RESOURCES BOARD 100,000 100,000
TOTAL STATE FINANCIAL ASSISTANCE $ 100,000 § 100,000
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