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| NDEPENDENT AUDI TORS' REPORT

The Honorabl e Mayor and Menbers of the Board of Trustees
Town of Calvin, Oklahoma

I have audited the acconpanying financial statenents of the governnental
activities, the business-type activities, each major fund, and the aggregate
remai ni ng fund i nformation of the Town of Cal vin, lahonma as of and for the year
ended June 30, 2010, which collectively conprise the Town of Calvin, Olahom's
basi ¢ financial statements. These financial statenments are the responsibility
of Town of Calvin, Cklahona's nmanagenent. My responsibility is to express an
opi nion on these financial statements based on ny audit.

I conducted ny audit in accordance with auditing standards generally
accepted in the United States of Anerica and the standards applicable to
financial audits contained in Governnent Auditing Standards, issued by the
Conptroller General of the United States. Those standards require that | plan
and performthe audit to obtain reasonabl e assurance about whet her the financi al
statenments are free of material msstatenent. An audit includes exam ning, on
a test basis, evidence supporting the amounts and disclosures in the financial
statenments. An audit al so includes assessing the accounting principles used and
significant estimtes nmade by managenent, as well as evaluating the overall
financial statenent presentation. | believe that nmy audit provi des a reasonabl e
basis for ny opinion.

In my opinion, the financial statements referred to above present fairly,
inall material respects, the respective financial position of the governnental
activities, business-type activities, each ngjor fund and t he aggregat e remai ni ng
fund information of Town of Calvin, Oklahoma as of June 30, 2010, and the
respective changes in financial position and cash flows, where applicable,
thereof, in conformty with accounting principles generally accepted in the
United States of America.

The Town of Cal vin, Gkl ahonma has not presented Managenent’s Di scussi on and
Anal ysis or budgetary conparisons that the Governnmental Accounting Standards
Board has determ ned i s necessary to suppl enent, although not required to be part
of, the basic financial statenents.

In accordance with Governnment Auditing Standards, | have also issued ny
report dated Cctober 30, 2012, on ny considerati on of Town of Cal vin, Cklahoma’s
i nternal control over financial reporting and on nmy tests of its conpliance with
certain provisions of | aws, regul ations, contracts and grant agreenents and ot her
matters. The purpose of that report is to describe the scope of our testing of
i nternal control over financial reporting and conpliance and the results of that
testing and not to provide an opinion on the internal control over financial
reporting or on conpliance. That report is an integral part of an audit perforned
in accordance with Government Auditing Standards and should be considered in
conjunction with this report in assessing the results of ny audit.



My audit was conducted for the purpose of form ng opinions on the basic financial
statenments that collectively conprise Town of Calvin, klahoma's financial
statenments of the Town taken as a whole. The conbining financial statenents
presented for purposes of additional analysis are not a required part of the
basi ¢ financial statenents. Such infornmation has been subjected to the auditing
procedures applied in the audit of the basic financial statenents and, in ny
opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

Bopl, Onblsiin.

Ral ph Gsborn

Certified Public Accountant
Bri st ow, Okl ahomm

Cct ober 30, 2012



TOMN OF CALVIN, OKLAHOVA
STATEMENT OF NET ASSETS
JUNE 30, 2010

Pri mary Gover nnent

Gover nrent al Busi ness- Type
Activities Activities Tot al
ASSETS:
Cash and cash equival ents $ 157,790 $ 7,547 $ 165, 337
I nvest nent s 60, 490 - 60, 490
Restricted cash and equival ents - 16, 076 16,076
Conmitted cash and equival ents - 16, 705 16, 705
Accounts recei vabl e, net - 19, 399 19, 399
Due from ot her governnents 11, 697 - 11, 697
I nternal bal ances (48, 864) 48, 864 -
Capi tal assets:
Land 19, 950 95, 000 114, 950
O her capital assets, net of
depreci ati on 150, 771 564, 157 714,928
Total assets 351, 834 767,748 1,119,582
LI ABI LI Tl ES:
Account s payabl e and accrued
liabilities 11, 664 1,421 13, 085
Met er deposit liability - 9,785 9,785
Long-termliabilities:
Due within one year - 31, 527 31, 527
Due in nore than one year - 113, 703 113, 703
Total liabilities 11, 664 156, 436 168, 100
NET ASSETS:
Non- spendabl e 133, 554 582, 190 715,744
Restricted for debt service - 16, 076 16, 076
Conmitted for nmeter deposits - 15, 162 15, 162
Conmitted for energency fund - 1,542 1, 542
Assi gned 8, 902 (3,658) 5,244
Unrestricted 197,714 - 197,714
Total net assets $ 340,170 $ 611,312 $ 951,482

See acconpanyi ng notes to the basic financial statenents.
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TOMN OF CALVIN, OKLAHOVA
STATEMENT OF ACTIVITIES
FOR THE FI SCAL YEAR ENDED JUNE 30, 2010

Net (Expense) Revenue and
Changes in Net Assets

Pri mary Gover nment

Charges for Capital Governnmental Business-Type
Functi ons/ Prograns Expenses Services Grants Activities Activities Tot al
Primary Governnent:
Gover nnent al
activities:
General government $ 211,847 $ - $ - $ (211,847) % - $ (211, 847)
Community services - - - - - -
Total governnental
activities 211, 847 - - (211, 847) - (211, 847)
Busi ness-type
activities:
Uilities 182, 945 187, 160 14,512 - 18, 727 18, 727
Total business-type
activities 182, 945 187, 160 14,512 - 18, 727 18, 727
Total primary
gover nment $ 394,792 $ 187,160 $ 14,512 (211, 847) 18, 727 (193,120)
General revenues:
Taxes:
Sal es and use taxes 144, 790 - 144,790
Franchi se taxes 6, 784 - 6, 784
Cigarette taxes 1, 830 - 1, 830
Li quor taxes 2,786 - 2,786
Gasol i ne taxes 492 - 492
Conmrer ci al vehicle tax 2,499 - 2,499
Fines and court fees 64, 263 - 64, 263
I nvest nent i ncone 893 127 1, 020
Royal ti es 18, 000 - 18, 000
M scel | aneous 15, 785 - 15, 785
Transfers - Internal activity (2, 050) 2, 050 -
Total general revenues 256, 072 2,177 258, 249
Change in net assets 44,225 20, 904 65, 129
Net assets - begi nning 295, 945 590, 408 886, 353
Net assets - ending $ 340,170 $ 611,312 $951,482

See acconpanyi ng notes to the basic financial
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TOM OF CALVIN, OKLAHOVA
BALANCE SHEET
GOVERNVENTAL FUNDS
June 30, 2010

Street Tot al
And Gover nent a
Cener al Al l ey Funds
ASSETS:
Cash and cash equival ents $ 148,888 $ 8,902 $ 157, 790
| nvest nent s 60, 490 - 60, 490
Recei vabl es:
Due from ot her governnents 11, 697 - 11, 697
Tot al assets $ 221,075 $ 8,902 $ 229,977
LI ABI LI TIES AND FUND BALANCES
Liabilities:
Account s payabl e and accrued
liabilities $ 11,664 $ - $ 11, 664
Due to other funds 48, 864 - 48, 864
Total liabilities 60, 528 - 60, 528
Fund Bal ances:
Non- spendabl e - - -
Assi gned - 8, 902 8,902
Unr eser ved 160, 547 - 160, 547
Total fund bal ances 160, 547 8,902 169, 449
Total liabilities and fund bal ances $ 221,075 $ 8,902

Amounts reported for governnental activities in the Statenent
of Net Assets are different because:

Capital assets used in governmental activities are not financia
resources and, therefore, are not reported in the fund, net

of accumul at ed depreciati on of $151, 068. 170,721
Net assets of governnental activities $ 340,170

See acconpanyi ng notes to the basic financial statenents.
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TOMN OF CALVIN, OKLAHOVA

STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES
I N FUND BALANCES- GOVERNVENTAL FUNDS
FOR THE FI SCAL YEAR ENDED JUNE 30, 2010

Revenues:

Taxes

Fi nes and court fees
| nvest nent i ncone
Royal ti es

M scel | aneous

Tot al revenues

Expendi t ures:

Admi ni stration
Capital outlay
Total expenditures

Excess of revenues over expenditures
Q her Financing Sources (Uses):
Transfers in
Transfers out
Total other financing sources
(uses)
Net change in fund bal ances
Fund bal ances-begi nni ng

Fund bal ances-endi ng

See acconpanyi ng notes to the basic financial

O her Tot al
Cener al Gover nnent al Gover nnent al
Fund Funds Funds
$ 156,190 $ 2,991 $ 159, 181
64, 263 - 64, 263
893 - 893
18, 000 - 18, 000
15, 785 - 15, 785
255,131 2,991 258,122
197, 089 - 197, 089
38, 842 - 38, 842
235,931 - 235,931
19, 200 2,991 22,191
(2, 050) - (2, 050)
(2, 050) - (2, 050)
17, 150 2,991 20, 141
143, 397 5,911 149, 308
$ 160,547 $ 8,902 $ 169, 449
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TOMN OF CALVIN, OKLAHOVA
RECONCI LI ATI ON OF THE STATEMENT OF REVENUES, EXPENDI TURES
AND CHANGCES | N FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FI SCAL YEAR ENDED JUNE 30, 2010

Net change in fund bal ances - total governnental funds $ 20, 141
Anmounts reported for governnental activities in the Statenent
of Activities are different because:
CGovernmental funds report capital outlays as expenditures
whi | e governnental activities report depreciation expense
to allocate those expenditures over the |life of the assets:
Capital asset purchases capitalized 38, 842
Depreci ati on expense (14, 758)
24,084
Change in net assets of governnental activities $ 44, 225

See acconpanyi ng notes to the basic financial statenents.
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TOM OF CALVIN, OKLAHOVA
STATEMENT OF NET ASSETS
PROPRI ETARY FUNDS
June 30, 2010

Cal vin
Publ ic Wrks
Aut hority
ASSETS:
Current Assets:
Cash and cash equival ents $ 7,547
Due from ot her funds 48, 864
Accounts receivabl e, net 19, 399
Total current assets 75,810
Noncurrent Assets:
Restricted cash and cash equival ents 16,076
Conmitted cash and cash equival ents 16, 705
Land 95, 000
Capital assets, net of depreciation 564, 157
Total noncurrent assets 691, 938
Total assets 767,748
LI ABI LI TI ES:
Current Liabilities:
Accounts payabl e and accrued liabilities 1,421
Met er deposit liabilities 9,785
Lease obligation - current portion 22,451
Not es payable - current portion 9,076
Total current liabilities 42,733
Noncurrent liabilities:
Lease obligation 5,576
Not es payabl e 108, 127
Total noncurrent liabilities 113, 703
Total liabilities 156, 436
Non- spendabl e 582, 190
Restricted for debt service reserve 16,076
Conmitted for nmeter deposits 15, 162
Conmitted for energency fund 1, 542
Assi gned (3, 658)

Total net assets

A

See acconpanyi ng notes to the basic financial statenents.
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TOMN OF CALVIN, OKLAHOVA

STATEMENT OF REVENUES, EXPENDI TURES

AND CHANGES I N FUND NET ASSETS

PROPRI ETARY FUNDS

FOR THE FI SCAL YEAR ENDED JUNE 30, 2010

Oper ati ng Revenues:
VWt er
Sewer
Sani tation
Penalties & fees
Total operating revenues

Oper ati ng Expenses:

Wages
Payrol | taxes
I nsurance

Mai nt enance & supplies
M scel | aneous
Post age
Tel ephone
Li cense and testing
Landfill
Uilities
Depr eci ation
Total operating expense

Net Operating |Incone (Loss)
Non- Oper ati ng Revenues (Expenses):
G ant
| nvest ment i ncome
I nterest expense
Total non-operating revenues (expenses)
Net incone (loss) before contributions and transfers
Transfer in (out)
Change in net assets

Total net assets - beginning

Total net assets - ending

See acconpanyi ng notes to the basic financial
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Cal vin
Public Wrks
Aut hority

$ 81, 996
18, 728

85, 886

550

187,160

57, 609
4,757

27,173
9,273
1,723
4, 905

13, 128

8,334
47,891
174,793

12, 367

14,512
127
(8,152)

6, 487

18, 854
2,050
20, 904

590, 408

%

st at enent s.



TOMN OF CALVIN, OKLAHOVA
STATEMENT OF CASH FLOWS
PROPRI ETARY FUNDS
FOR THE FI SCAL YEAR ENDED JUNE 30, 2010

Cal vin
Publ i c Works
Aut hority
CASH FLOAS FROM OPERATI NG ACTI VI TI ES
Recei pts from custoners $ 187, 160
Payments to suppliers (90, 202)
Payments to enpl oyees (57,609
Net Cash Provided by Operating Activities 39, 349
CASH FLOAS FROM NON- CAPI TAL FI NANCI NG ACTI VI TI ES
Transfer other funds 2, 050
Net Cash Provi ded Used by Non-Capital Financing
Activities 2, 050

CASH FLOAS FROM CAPI TAL AND RELATED

FI NANCI NG ACTI VI TI ES

Recei ved from CDBG Gr ant 14,512
Acqui sition of property, plant & equipnent (27,674)
Principal paid on capital debt (30, 344)
Interest paid on capital debt (8,152)

Net Cash Used by Capital and Rel ated Fi nancing

Activities (51, 658)

CASH FLOAS FROM | NVESTI NG ACTI VI TI ES
Transfers to restricted and reserved cash (2,661)
I nterest incone 127

Net Cash Provided by Investing Activities (2,534
Net Decrease in Cash and Cash Equival ents (12, 793)
Cash and Cash Equival ents - begi nning of the year 20, 340
Cash and Cash Equivalents - end of the year $ 7,547

Reconciliation of operating |loss to net cash provided

by operating activities:
Operating income (| oss) $ 12, 367
Adj ustnents to reconcil e operating incone to net cash
provi ded (used) by operating activities:

Depreci ati on expense 47, 891
Change in assets and liabilities:

(I'ncrease)/ decrease in accounts receivable (13,176)
(I'ncrease)/ decrease in due fromother funds -

I ncrease/ (decrease) in neter deposit liability -

I ncrease/ (decrease) in accounts payabl e (7,733)

Net Cash Provided by Operating Activities $ 39, 349

See acconpanyi ng notes to the basic financial statenents.
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TOMW OF CALVIN
Cal vin, Gkl ahoma
NOTES TO BASI C FI NANCI AL STATEMENTS
June 30, 2010

NOTE 1. SUMVARY OF SI GNI FI CANT ACCOUNTI NG PCLI CI ES

Except as discussed in Note 1.C., the Town conplies with accounting principles
generally accepted in the United States of America (GAAP). These accounting
principles (GAAP) include all relevant Governnental Accounting Standards Board
(GASB) pronouncenents. |In the governnent-w de financial statenents and the fund
financial statenments for the proprietary funds, Financial Accounting Standards
Board (FASB) pronouncenents and Accounting Principl es Board (APB) opi ni ons i ssued
on or before Novenber 30, 1989, have been applied unless those pronouncenents
conflict with or contradict GASB pronouncenents, in which case, GASB prevails.
For business-type activities and enterprise funds, GASB Statenment Nos. 20 and 34
provi de the Town t he option of el ecting to apply FASB pronouncenents i ssued after
Novenber 30, 1989. The Town has el ected not to apply those pronouncenents. The
accounting and reporting franework and the nore significant accounting policies
are discussed i n subsequent subsections of this Note.

1. A, FI NANCI AL REPORTI NG ENTI TY
The Town’s financial reporting entity is conprised of the foll ow ng:
Primary Governnent: Town of Calvin
Bl ended Component Unit Town of Calvin Public Wrks Authority

In determning the financial reporting entity, the Town conplies with the
provi sions of Governnental Accounting Standards Board Statement No. 14, The
Fi nanci al Reporting Entity, and includes all conponent units of which the Town
is fiscally accountabl e.

The conponent unit is a Public Trust established pursuant to Title 60 of Okl ahonma
State Law. A Public Trust (Authority) has no taxing power. The Authority is
generally created to finance Town servi ces t hrough i ssuance of revenue bonds or
ot her non-general obligation debt and to enabl e the Board of Trustees to del egate
certain functions to the governing body (Trustees) of the Authority debt or ot her
Aut hority generated resources. In addition, in nost cases, the Town has | eased
certain existing assets at the creation of the Authority to the Trustees on a
| ong-termbasis. The Town, as beneficiary of the Public Trust, receives title to
any residual assets when a Public Trust is dissolved.

BLENDED COVPONENT UNI TS

Bl ended conponent units are separate legal entities that neet the GASB 14
conponent unit criteria and whose governi ng body i s the sane or substantially the
same as the Board of Trustees or the conponent unit provides services entirely
to the Town. The conponent wunits’ funds are blended into the Town's by
appropriate fund type to conprise the prinmary governnent presentation. The
conponent unit that is blended into the primary governnent’s fund types of the
Town’s report is present bel ow

11



TOMW OF CALVIN
Cal vin, Gkl ahoma
NOTES TO BASI C FI NANCI AL STATEMENTS
June 30, 2010

Component Unit Brief Description/lnclusion Criteria I ncl uded Funds

Calvin Public Wrks Created to finance, devel op and operate CPWA Enterprise
Authority (CPWA) the water, sewer, and solid waste activ- Fund
ities of the Town. Current Board of Trust-
tees serves as entire governi ng body
(Trustees) of the Authority.

1.B. BASI S OF PRESENTATI ON
Gover nrent - Wde Fi nanci al Statenents:

The statenment of net assets and statenent of activities display infornmati on about
the reporting governnent as a whole. They include all financial activities of the
reporting entity except for fiduciary activities. The statenents distinguish
bet ween governnental and business-type activities. Governnental activities
general |y are financed through taxes, intergovernnental revenues, and ot her non-
exchange revenues. Business-type activities are financed in whole or in part by
fees charged to external parties for goods or services.

The statement of activities presents a conparison between the expenses and
program revenues directly associated with the different governnental functions
and business-type activities to arrive at the net revenue or expense of the
function or activity prior to the use of taxes and other general revenues.
Program revenues include (1) fees, fines, and service charges generated by the
programor activity, (2) operating grants and contributions that are restricted
to neeting the operational requirements of the program or activity, and (3)
capital grants and contributions that are restricted to neeting the capita
requi renments of the programor activity.

Fund Fi nanci al Statenents:

Fund financial statenments of the reporting entity are organi zed i nto funds, each
of which is considered to be a separate accounting entity. Each fund i s account ed
for by providing a separate set of self-bal ancing accounts which constitute its
assets, liabilities, fund equity, revenues, and expenditures/expenses. Funds are
organi zed into three najor categories: governmental, proprietary and fiduciary.
An enphasis is placed on najor funds with the governnental and proprietary
cat egori es.

A fund is considered major if it is the primary operating fund of the Town or
neets the followi ng criteria:

a. Total assets, liabilities, revenues or expenditures/expenses
of that individual governnental or enterprise fund are at
| east 10 percent of the corresponding total for all funds of
that category or type, and

b. Total assets, liabilities, revenues or expenditures/expenses
of the individual governnental fund or enterprise fund are
at least 5 percent of the corresponding total for al
governmental and enterprise funds conbi ned.
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TOWN OF CALVIN
Cal vi n, k|l ahomn
NOTES TO BASI C FI NANCI AL STATEMENTS
June 30, 2010

GOVERNVMENTAL FUNDS

Ceneral Fund

The General Fund is the primary operating fund of the Town. It is used to account
for all activities except those legally or administratively required to be
accounted for in other funds. The GCeneral Fund is reported as a mgjor
gover nent al  fund.

Speci al Revenue Funds

Speci al Revenue Funds are used to account for the proceeds of specific revenue
sources that are legally or admnistratively restricted to expenditures for
certain purposes. The reporting entity includes the follow ng special revenue
f und:

Fund Bri ef Description

Street and Alley Fund Accounts for gasoline excise tax and conmerci al
vehicle tax restricted by state |l aw for street and
al l ey inmprovenents.

ENTERPRI SE FUNDS

Enterprise funds are used to account for business-like activities provided to the
general public. These activities are financed primarily by user charges and the
measurement of financial activity focuses on net income measurenent simlar to
the private sector. The reporting entity includes the followi ng enterprise fund,
which is reported as najor fund:

Fund Brief Description
Calvin Public Wrks Accounts for the activities of the public trust in
Aut hority Fund provi ding water, sewer, and solid waste services to
the public.

1. C. MEASUREMENT FOCUS AND BASI S OF ACCOUNTI NG

Measurenment focus is a term used to describe “how transactions are recorded
within the various financial statements. Basis of accounting refers to “when”
transactions are recorded regardl ess of the measurenent focus applied.

Measur enent Focus

CGovernment - Wde, Proprietary and Fi duciary Fund Fi nancial Statements

In the government-w de Statenment of Net Assets and the Statement of Activities,
and the proprietary and fiduciary fund statenents the “economic resources”
nmeasur ement focus i s applied. The accounting objectives of this measurenent focus
are the determ nation of operating inconme, changes in net assets (or cost
recovery), financial position and cash flows. All assets and liabilities (whether
current or noncurrent, financial or nonfinancial) associated with their
activities are reported.
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TOWN OF CALVIN
Cal vi n, k|l ahomn
NOTES TO BASI C FI NANCI AL STATEMENTS
June 30, 2010

CGover nment al Fund Fi nanci al St atenments

In the governnental fund financial statements, a “current financial resources”
nmeasur enent focus i s applied. Under this focus, only current financial assets and
liabilities are generally included on their balance sheets. Their operating
statenments present sources and uses of avail abl e spendabl e financial resources
at the end of the period.

Basi s of Accounting

In the government-w de Statenent of Net Assets and Statenent of Activities both
gover nrent al and busi ness-like activities are presented using the accrual basis
of accounting. Under the accrual basis of accounting, revenues are recognized
when earned and expenses are recorded when the liability is incurred or economnic
asset used. Revenues, expenses, gains, |osses, assets and liabilities resulting
from exchange and exchange-like transacti ons are recogni zed when the exchange
t akes pl ace.

In the fund financial statenents, governnental funds are presented on the
nodi fi ed accrual basis of accounting. Under this nodified accrual basis of
accounting, revenues are recogni zed when “mneasurabl e and avail abl e”. Measurabl e
means knowi ng or being able to reasonably estimte the amount. Avail abl e neans
collectible within the current period or soon enough thereafter to pay current
liabilities. Expenditures (including capital outlay) are recorded when the
related fund liability is incurred, except for general obligation bond principa
and interest which are recorded when due. Al proprietary and fiduciary funds
utilize the accrual basis of accounting.

1.D. ASSETS, LIABILITIES AND EQUI TY

Cash and Cash Equi val ents

Cash and cash equivalents include all demand accounts, savings accounts, nobney
mar ket investnent in trust accounts, certificates of deposit and short-term
investments with an original maturity of three nonths or less. Investnments in
open- ended mutual fund shares are al so consi dered cash.

| nvest nent s

Investments classified on the bal ance sheet consist entirely of certificates of
deposit whose original maturity term exceeds three nmonths. I|nvestrments are
carried at cost. Additional cash and i nvestnent di scl osures are presented in note
2.B. and Note 3. A

Recei vabl es

In the government -w de statenents, receivabl es consi st of all revenues earned at
year-end and not yet received. Allowances for uncollectible accounts receivable
are based upon historical trends and the periodi c aging of accounts receivable.
Maj or recei vabl e bal ances for the governnental activities include sales and use
taxes, franchise taxes, grants and fines. Business-type activities report
utilities and interest earnings as its mmjor receivabl es.

14



TOMW OF CALVIN
Cal vin, Gkl ahoma
NOTES TO BASI C FI NANCI AL STATEMENTS
June 30, 2010

In the fund financial statenents, material receivables in governnental funds
i ncl ude revenue accruals such as sales tax, franchise tax, fines and grants and
other simlar intergovernnental revenues since they are usually both nmeasurabl e
and avail able. Non-exchange transactions collectible but not available are
deferred in the fund financial statements in accordance with nodified accrual
but not deferred in the government-w de financial statements in accordance with
t he accrual basis. Interest and i nvest nent earni ngs are recorded when earned only
if paid within 60 days since they would be considered both neasurable and
avai |l able. Proprietary fund material receivabl es consist of all revenues earned
at year-end and not yet received. Uility accounts receivable and interest
earnings conprise the majority of proprietary fund receivable. Allowances for
uncol l ecti bl e accounts receivable are based upon historical trends and the
periodi ¢ agi ng of accounts receivable.

I nter-fund Recei vabl es and Payabl es

During the course of operations, numerous transactions occur between individua

funds that result in anpbunts bei ng owed bet ween funds. Those rel ated to goods and
servi ces type transaction are classified as “due to and fromother funds.” Short-
terminter-fund |loans are reported as “inter-fund recei vabl es and payabl es”.

Long-terminter-fund | oans (non-current portion) are reported as “advances from
and to other funds.”

| nventori es
Inventories are valued at average cost. The cost of governnental funds
inventories are recorded as expenditures when consumed rather than when
purchased. This practice is consistent with previous years and does not have a
material inpact on the financial statenents.

Restricted Assets

Restricted assets reported in the fund financial statenents include current
assets of enterprise funds and sim |l ar discretely presented conponent units that
are legally restricted as to their use. The primary restricted assets are rel ated
to utility custoner deposits, debt reserves and revenue bond trustee accounts.

Capital Assets and Depreciation

The accounting treatnent over property, plant and equi pnment (capital assets)
depends on whether the assets are used in governnental fund operations or
proprietary fund operations and simlar discretely presented conponent unit
operations and whet her they are reported i n the government-w de or fund fi nanci al
statenents.

Gover nnment - Wde Statenents:
In the governnent-w de financial statenents, property, plant and equi pnent are

accounted for as capital assets. There are no avail able detailed capital asset
records for the governnental activities or the business-type activities that

contain a conplete detail of all property and equipnent still in service
Therefore, the capital assets reported in the financial statenents represent
estimtes of cost of assets still in service. Al capital assets are valued at

hi storical cost or estimated historical cost if actual is unavail abl e, except for
donat ed capital assets which are recorded at their estinmated fair value at the
date of donation.
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TOWN OF CALVIN
Cal vi n, k|l ahomn
NOTES TO BASI C FI NANCI AL STATEMENTS
June 30, 2010

The Town’ s governmental activities' infrastructure assets were not capitalized.
These assets are not reported on the statement of net assets.

Depreciation of all exhaustible capital assets with a cost of $1,500 or nore is
recorded as an al |l ocat ed expense in the Statenent of Activities, with accunul at ed
depreciation reflected in the Statenent of Net Assets. Depreciation is provided
over the assets’ estimted useful lives using the straight-line method of
depreci ati on.

The range of estimated useful lives by type of asset is as foll ows:
Asset s Life
Bui | di ngs 40 years
Bui | di ng i nprovenents 40 years
Vehi cl es 5-10 years
Machi nery and equi prent 10- 20 years
Conput er equi pnent 3-10 years

In the governmental fund financial statements, capital assets acquired are
accounted for as capital outlay expenditures.

CGover nrent al Fund Fi nanci al St at emrent s:

In the fund financial statements, capital assets used in governnental fund
operations are accounted for as capital outlay expenditures of the governnental
fund upon acquisition. Capital assets used in proprietary fund operations are
accounted for as assets and depreciated the sane as in the government-w de
statenents.

Long- Ter m Debt

Accounting treatment of long-term debt varies depending upon the source of
repaynent and whether the debt is reported in the governnent-wi de or fund
financial statenments.

Al'l long-termdebt to be repaid fromgovernmental resources and busi ness-type and
simlar discretely presented conponent unit resources are reportedas liabilities
in the governnent-w de statenents. The | ong-termdebt consists of notes payable
and revenue bonds payabl e.

Equity Classifications

Gover nnent - Wde Fi nanci al Statenents:
Equity is classified as net assets and displayed in five conponents:

1. Non-spendabl e - Consists of capital assets including restricted capital
assets, net of accunul ated depreciation and reduced by the outstanding
bal ances of any bonds nortgages, notes or other borrowings that are
attributable to the acquisition, construction, or inprovenent of those
assets, and any other assets in a non-spendable form such as inventories
and accounts receivable
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2. Restricted - Consists of net assets with constraints placed on the use
ei ther by 1) external groups such as creditors, grantors, contributors, or
| aws or regul ati ons of other governnents, or 2) | awthrough constitutiona
provi sions ro enabling | egislation

3. Committed - Consists of net assets constrained for a specific purpose by
a government using its highest |evel of decision-naking authority. It
woul d require action by the same group to renove or change the constraints
pl aced on the resources.

4. Assigned - Any remmining positive equity in all funds except the genera
fund and any anount in the general fund constrained for the intent to be
used for a specific purpose by the governing body

5. Unassigned net assets - All other net assets that do not neet the
definition of “non-spendable”, “restricted”, or “assigned”

Fund Fi nanci al Statenents:
Governmental fund equity is classified as fund bal ance. Fund bal ance is further
cl assi fi ed as non-spendabl e, reserved, assi gned, and unassi gned. The reservations
i ncl ude reserves for encunbrances. Proprietary fund equity is classifiedthe sane
as in the governnent-w de statenents
1. E. REVENUES, EXPENDI TURES AND EXPENSES

Sal es Tax
The Town presently levies a three-cent sales tax on taxable sales within the
Town. The sales tax is collected by the Gkl ahoma Tax Commission and renitted to
the Town in the nonth fol |l owi ng recei pt by the Tax Conmi ssion. The Tax Commi ssi on
recei ves the sales tax approximately one nonth after collection by vendors.

Property Tax

At the present tine, the Town levies no property tax. Under State |[aw,
nmunicipalities are limted intheir ability to levy a property tax. Such tax may
only be levied to repay principal and i nterest on general obligation bonded debt
approved by voters and court-assessed judgnents.

Program Revenues

In the Statenent of Activities, revenues are derived directly fromeach activity
or fromparties outside the Town's taxpayers are reported as program revenues.
The Town has the foll owi ng programrevenues in each activity:

General Governnent Li censes and permts and rental incone.

Public Safety Fi ne revenue operating and capital grants and
contributions

Street & Public Works Comrercial vehicle and gasoline excise tax shared
by the State.
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Oper ati ng Revenues and Expenses

perating revenues and expenses for proprietary funds and simlar discretely
presented conponent unit are those that result from providing services and
produci ng and del i veri ng goods and/or services. It also includes all revenue and
expenses not related to capital and rel ated financing, noncapital financing, or
i nvesting activities.

Expendi t ur es/ Expenses

Inthe governnent-wi de financial statenents, expenses are reported on the accrua
basis and are classified by function for both governmental and business-type
activities. In the fund financial statements, expenditures/expenses are
classified as foll ows:

CGovernrmental Funds - By Character: Current (further classified by
activity)
Capital outlay
Debt service

Proprietary Funds - By Operating and Non- Qperating

In the fund financial statenents, governmental funds report expenditures of
financial resources. Proprietary funds report expenses relating to use of
economi c resources.

1. F. USE OF ESTI MATES

The preparation of financial statenents in conformty w th accounting principles
general ly accepted in the United States of Anerica requires nmanagenent to nake
estimates and assunptions that affect certain reported amounts and di scl osures;
accordingly, actual results could differ fromthose estinates.

1. G I NTERNAL AND | NTERFUND BALANCES AND ACTI VI TI ES

In the process of aggregating the financial information for the government-w de
statenment of net assets and statenent of activities, sonme anobunts reported as
interfund activity and balances in the fund financial statements have been
elimnated ro reclassified.

Fund Fi nanci al Statenents:

Inter-fund activity, if any, within and anong the governnmental and proprietary
fund categories is reported as follows in the fund financial statenents:

1. Inter-fund | oans - anpbunts provided with a requi renent for repaynent
are reported as inter-fund receivabl es and payabl es.

2. Inter-fund services - sales or purchases of goods and services
bet ween funds are reported as revenues and expenditures/expenses.

3. Inter-fund rei nbursenments - repaynents from funds responsible for
certain expendi tures/expenses to the funds that initially paid for
them are not reported as reinbursenments but as adjustnments to
expendi t ures/ expenses in the respective funds.

4, Inter-fund transfers - fl ow of assets fromone fund to anot her where
repaynent is not expected are reported as transfers in and out.
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NOTE 2. STEWARDSHI P, COVPLI ANCE AND ACCOUNTABI LI TY

By its nature as a | ocal governnent unity, the Town and its conponent units are
subj ect to various federal, state and | ocal | aws and contractual regul ati ons. An
analysis of the Town's conpliance with significant |aws and regul ati ons and
denonstration of its stewardship over Town resources foll ows:

2. A. FUND ACCOUNTI NG REQUI REMENTS

The Town conplies, in all material respects, with all state and | ocal |aws and
regul ations requiring the use of separate funds. The | egally required funds used
by the Town include the foll ow ng:

Fund Requi red By
Public Works Authority Bond I ndenture

2. B. DEPOSI TS AND | NVESTMENTS LAWS AND REGULATI ONS

In accordance with State law, all uninsured deposits of nunicipal funds in
financial institutions nust be secured with acceptable collateral valued at the
| ower of market or par. Acceptable collateral includes certain U S. Governnent
or Government Agency securities, certain State of lahoma or politica
subdi vi si on debt obligations or surety bonds. As required by 12 U. S.C. A, Section
1823(e), all financial institutions pledging collateral to the Town nust have a
witten collateral agreenent approved by the board of directors or |oan
conmittee. As reflected in Note 3.A, all deposits were fully insured or
col l ateralized.

I nvest ments of a Town (excluding Public Trusts) are limted by State law to the
fol | ow ng:

1. Direct obligations of the U S. Governnent, its agencies and
instrumentalities to which the full faith and credit of the US
CGovernment is pledged, or obligations to the paynent of which the
full faith and credit of the State of Cklahoma is pledged.

2. Certificates of deposit or savings accounts either insured or
secured wth acceptable «collateral wth in-state financial
institutions, and fully insured certificates of deposit or savings
accounts in out-of-state financial institutions.

3. Wth certain limtation, negotiable certificates of deposit, prine
banker’s acceptances, prine commercial paper and repurchase
agreenments with certain limtations.

4, County, nunicipal or school district tax supported debt obligations,
bond or revenue anticipation notes, noney judgnments, or bond or
revenue anticipation notes of public trusts whose beneficiary is a
county, nunicipality or school district.
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5. Not es or bonds secured by nortgage or trust deed insured by the
Federal Housing Adm nistrator and debentures issued by the Federa
Housi ng Admi nistrator, and in obligations of the National Mortgage
Associ ati on.

6. Money market funds regulated by the SEC and in which investnments
consi st of the investnents nentioned in the previ ous paragraphs a.,
b., c. and d.

Public trusts created under O S. Title 60, are not subject to the above noted
investnent limtations and are prinarily governed by any restrictions in their
trust or bond indentures. For the year ended June 30, 2010, the Town and its
public trusts conplied, in all material respects, wth these investnent
restrictions.

2. C. REVENUE RESTRI CTI ONS

The Town has various restrictions placed over certain revenue sources fromstate
or local requirenents. The prinmary restricted revenue sources incl ude:

Revenue Source Legal Restrictions of Use
Gasol i ne Exci se Street & Alley Purposes
Conmer ci al Vehicl e Tax Street & Alley Purposes
Water & Sewer Revenue Debt Service & Utility operations

Ceneral Long- Ter m Debt

Article 10, Sections 26 and 27 of the Okl ahoma Constitution limts the anount of
out st andi ng general obligation bonded debt of the nmunicipality for non-utility
or non-street purposes to no nore than 10% of net assessed val uation. For the
year ended June 30, 2010, the Town had no general obligation debt outstanding.

O her Long- Ter m Debt

As required by the Cklahoma State Constitution, the Town (excluding Public
Trusts) may not incur any i ndebtedness that woul d requi re paynent fromresources
beyond the current fiscal year revenue, w thout first obtaining voter approval
As of June 30, 2010, the Town had no note obligations payabl e.

Revenue Bond Debt

The various bond indentures and |oan agreenents relating to the revenue bond
i ssuances and Rural Wility Service, fornerly known as FnHA, | oans of the Calvin
Public Wrks Authority contain a number of restrictions or covenants that are
financial related.
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Deficit Prohibition

Title 11, Section 17-211 of the Cklahoma Statutes prohibits the creation of a
deficit fund balance in any individual fund. For the year ended June 30, 2010,
the Town had not incurred a fund bal ance deficit in any individual fund.

2. D. BUDGETARY COMPLI ANCE

The Town prepares its annual operating budget under the provision of the
Muni ci pal Budget Act (the “Budget Act”). In accordance with those provisions, the
foll owing process is used to adopt the annual budget:

a. Prior to June 1, a proposed budget is subnmitting to the Board of
Trustee's for the fiscal year comrencing the follow ng July 1.

b. Public hearings are conducted to obtain citizens comments. At | east
one public hearing nmust be held no later than 15 days prior to July
1.

C. Subsequent to the public hearings but no | ater than seven days pri or
to July 1, the budget is adopted by resolution of the Board of
Trustee’s.

d. The adopted budget is filed with the office of State Auditor and

I nspector within 30 days of the start of the year.

The legal level of control at which expenditures nay not legally exceed
appropriations is the departnent |level within a fund.

Al | transfers of appropriations between departnents and suppl enental
appropriations require Board of Trustee's approval. Suppl enental appropriations
much also be filed with the Ofice of State Auditor and | nspector.

NOTE 3. DETAI L NOTES- TRANSACTI ON CLASSES/ ACCOUNTS

The foll owing notes present detail information to support the amounts reported

in the basic financial statenents for its various assets, liabilities, equity,
revenues and expenditures/expenses.
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3. A. DEPOSI TS AND | NVESTMENT

Schedul e of Deposit and Investnents by type as of June 30, 2010:

Primary gover nnent Maturities in Years

Fair On Less Mor e
Type Val ue Demand Than One Than One
Demand Accounts $ 198,118 $ 198,118 $ - $ -
Subt ot al $ 198,118 $ 198,118 $ - $ -
Certificates of Deposit 60, 490

Total Investments and Deposits $ 258, 608

Reconciliation to Statenment of net Assets:

Cash & Cash Equival ents $ 165, 337
I nvest nent s 60, 490
Restricted Cash & Equival ents 16,076
Conmitted Cash & Equival ents 16, 705

I nvest nent s -
Tot al $ 258, 608

Pri mary Governnent Deposits:

I nvestnent Interest Rate Risk:

Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of an investnment. The Town does not have a fornal
i nvest nent policy to nmanage exposure to fair val ue | osses ari sing fromincreasing
interest rates. The Town discloses its exposure to interest rate risk by
di sclosing the maturity dates of its various instrunents.

Custodial Credit Risk:

Exposure to custodial credit risk related to deposits exists when the Town hol d
deposits that are uninsured and uncollateralized; collateralization wth
securities held by the pledging financial institution, or by its trust depart nent
or agent but not in the Town’s nane, or collateralized without a witten or
approved collateral agreenent. Exposure to custodial credit risk related to
investments exists when the Town holds investnents that are uninsured and
unregi stered, with securities held by the counterpart or by its trust departnent
or agent but not in the Towns nane.

As required by Federal 12 U. S.C A, Section 1823(e), all financial institutions
pl edgi ng col l ateral to the Town nust have a witten coll ateral agreenment approved
by the board of directors or | oan commttee. At June 30, 2010 the Town was not
exposed to custodial credit risk.
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Concentration of Investnment Credit Risk

Exposure to concentration of credit risk is considered to exi st when i nvestnents
in any one issuer represent a significant percent of total investnents of the
Town (any over 5%are disclosed). Investnents issued or explicitly guaranteed by
the U S. Governnent and investnents in nutual funds, external investnent pools,
and other pooled investnents are excluded fromthis consideration.

At June 30, 2010, the Town had no concentration of credit risk as defined above.
3. B. RECEI VABLES

Account s recei vabl e of the busi ness-type activities consist of custonmer utilities
services provided, both billed and unbilled, due at year end, reported net of
al l owance for uncollectible anpbunts. The governmental activities receivables
i ncl ude taxes and mi scel | aneous receivabl es.

3. C. RESTRI CTED ASSETS

The ampounts reported as restricted assets in the fund financial statenents are
conprised of cash and investnents held by the trustee bank on behal f of the
various public trusts (Authorities) related to their required revenue bond
accounts as described in Note 2.C. and deposits held for refund

The restricted assets as of June 30, 2010 were as foll ows:

Current
Cash & Cash
Type of Restricted Asset Equi val ent s | nvest nent s Tota
Revenue Bond Deposit $ 16,023 $ - $16, 023
Total Restricted Assets $ 16,023 $ - $16, 023

3. D. LONG TERM DEBT

The Town’s |ong-term debt is segregated between the anobunts to be repaid from
governrment al type funds (General Long-TemDebt) and the amobunts to be repaid from
proprietary type funds (Enterprise Fund Debt).

Ceneral Long- Ter m Debt

At June 30, 2010, the general |ong-termdebt of the financial reporting entity
had no outstanding | oans.
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Enterpri se Fund Long- Ter m Debt

As of June 30, 2010, the long-term debt payable from busi ness-type activities
resources consisted of the follow ng:

1983 Note payable with USDA Rural Devel opment dated July 6,
1983, original sales |ease price of $250,000 with an
annual interest rate of 5.00% due in nonthly install-

ments of $1,228, for forty years. $117, 203
Current Portion $ 9,076
Non- Current Portion 108, 127
Total Note Payabl e $117, 203

2006 Lease agreenent with The Enpire Conpani es dated Decenber
4, 2006, original sales |ease price of 102,712 with an
annual interest rate of 6.00% due in nonthly installnents

of $1,980, for five years. $ 28,027
Current Portion $ 22,451
Non- Current Portion 5,576
Total Note Payabl e $ 28, 027
Total Current Portion of Notes Payable $ 31,527
Total Non-Current Portion 113, 703
Tot al Notes Payabl e $145, 230
Debt Service Requirenments to nmaturity:
Governnmental Activities Busi ness- Type Activities
Year Endi ng June 30, Pri nci pal | nt er est Pri nci pal | nt erest
2009- 2010 $ - $ - $ 31,527 $ 6, 969
2010- 2011 - - 15,101 7,555
2011- 2012 - - 10, 028 4,708
2012- 2013 - - 10, 542 4,194
2013- 2014 - - 11, 081 3, 655
2014- 2019 - - 64,511 9, 169
2019- 2022 - - 2,440 16
$ - $ - $ 145,230 $ 36, 266
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3. F CAPI TAL ASSETS

PRI MARY GOVERNVENT
CGovernnental activities
Bal ance, June 30, 2009
I ncreases
Decr eases
Bal ance, June 30, 2010
Accunul at ed Depreci ation
Bal ance, June 30, 2009
I ncrease
Decr eases
Bal ance, June 30, 2010
CGovernnental activities
Capital Assets, Net
Busi ness-type activities
Bal ance, June 30, 2009
I ncreases
Decr eases
Bal ance, June 30, 2010
Accunul at ed Depreci ation
Bal ance, June 30, 2009
I ncrease
Decr eases
Bal ance, June 30, 2010
Busi ness-type Activities
Capital Assets, Net
PRI MARY GOVERNVENT
Capital Assets, Net
DEPRECI ATI ON EXPENSE

TOMN OF CALVIN

Cal vi

n, Okl ahoma

CAPI TAL ASSETS, DEPRECI ATED

Infrastructure & Furniture, Capita
I mprovenents Machi nery, Asset s Not
O her Than And Depr eci at ed
Bui | di ngs Bui | di ngs Equi pnent Total s Land
$ 35,000 $ 48,259 $ 179,983 $ 263,242 $ 19, 950
- - 38, 842 38, 842 -
35, 000 48, 259 218, 825 302, 084 19, 950
29,534 1, 339 105, 682 136, 555
669 1, 237 12, 852 14, 758
30, 203 2,576 118,534 151, 313
$ 4,797 3 45 683 $ 100,291 $ 150,771 $ 19,950
$ - $ 1,159,971 $ 111,933 $1,271,904 $ 95, 000
- 27,674 - 27,674
- 1, 187, 645 111, 933 1, 299, 578 95, 000
- 648, 849 38, 681 687, 530
- 31, 374 16, 517 47,891
- 680, 223 55,198 735,421
$ - $ 507,422 $ 56,735 $ 564,157 $ 95, 000
$ 4797 $ 553,105 $ 157,026 $ 714,928 $ 114, 950

Depreci ati on expense was charged to functions of the primary government as

foll ows:

GOVERNMENT ACTI VI TI ES

General governnent
Public safety

6,924

7,75

1
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Publ i ¢ wor ks

$

BUSI NESS- TYPE ACTI VI TI ES
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NOTE 4. OTHER NOTES
4. A. COW TMENTS AND CONTI NGENCI ES

Cont i ngenci es:

Grant Program | nvol venent

In the nornal course of operations, the Town participates in various
federal or state grant/loan prograns from year to year. The
grant/l oan prograns are often subject to additional audits by agents
of the granting or | oani ng agency, the purpose of which is to ensure
conpliance with the specific conditions of the grant or |oan. Any
liability for reinbursenent which nmay arise as a result of these
audi ts cannot be reasonably determned at this tine, although it is
bel i eved the amount, if any, would not be naterial.

Litigation

The Town and the Public Wrks Authority are parties to various | ega

proceedi ngs which nornmally occur in the course of governnental

operations. The financial statenents do not include accruals or
provision for 1loss contingencies that may result from these
proceedi ngs. State statutes provide for the levy of an ad val orem
tax over a three-year period by a Town “Sinking Fund” for the
paynment of any court assessed judgnent rendered agai nst the Town.

This statutory taxing ability is not available to the Town’s public
trusts (Authorities).

Wi | e the outcome of the above proceedi ngs cannot be predicted, due
to the insurance coverage mmintained by the Town and the State
statute relating to judgnents, the Town feels that any settl ement or
j udgnment not covered by i nsurance woul d not have a material adverse
effect on the financial condition of the Town.

4. B. EVMPLOYEE PENSI ON AND OTHER BENEFI T PLANS

The Town participates in one enpl oyee pension systemas foll ows:

Narme of Pl an/ System Type of Pl an
Ol ahoma Firefighters Pension Cost Sharing Multiple Enployer-
and Retirenent Fund Defined Benefit Pl an
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Ckl ahoma Firefighter’s Pension and Retirenment Systens

Town of Calvin participates in a statew de, cost-sharing nultiple-enployer
defined benefit plan on behalf of volunteer firefighters. The systemis
adm ni stered by an agency of the State of Okl ahoma and funded by contributions
from participants, enployers, insurance prenm umtaxes, and state
appropriations, as necessary. The following is a sunmary of eligibility
factors, contribution nethods, and benefit provisions.

Okl ahoma Firefighter’s Pension
And Retirenent System

Eligibility to Participate Al full-time or voluntary
Firefighters of a participating
Muni cipality hired before age 45

Aut hority establishing State Statute
contribution obligations
and benefit provisions

Pl an menbers’ contribution rate 8% of covered payroll

Town's contribution rate 13% of covered payroll

Period required to vest 10 years

Benefits and eligibility 20 years credited service, 2 ¥
for distribution (full tinme) O final average salary nultiplied

By the years of credited service with
A maxi mum of 30 years considered;

If vested, at or after age 50, or

After 10 but before 20 years of
Credited service, with reduced benefits

Benefits and eligibility 20 years credited service equal to
for distribution (Volunteer) $5.46 per nonth per year of service
Wth a maxi mum of 30 Years consi dered

Deferred retirement option Yes, 20 years credited service with

Conti nued service for 30 or nore years

Provi sions for:
Cost of living adjustnents

(nornal retirenent) Yes Yes, if vested by 5/83
Death (duty, non-duty,

post-retirenent) Yes Yes

Disability Yes Yes

Cost of living all owances Yes Yes

The Town is required to contribute $60 per year per volunteer firefighter.
For those years in which the Town General Fund revenue falls below a statutory
amount the Town is not required to nake a contribution
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Contributions required by State Statue
Ol ahoma Firefighter’s Pension
And Retirenent System

Fi scal Requi r ed Per cent age
Year Contribution Contri buted
2010 $ 900 100%
2009 900 100%
2008 900 100%

Trend informati on showi ng the progress of the systemin accumul ating
sufficient assets to pay benefits when due is presented in the annua
financial reports of the plan. Copies of the report nay be obtained fromthe
state retirenent systens.

Vol unteer firefighters receive a nonthly pension based on their years of

service. The volunteer may receive death or spousal benefits if certain
condi tions are net.
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REPCRT ON | NTERNAL CONTROL OVER FI NANCI AL REPORTI NG AND ON COWVPLI ANCE
AND OTHER MATTERS BASED ON AN AUDI T OF FI NANCI AL STATEMENTS PERFORMED | N
ACCORDANCE W TH GOVERNVENT AUDI TI NG STANDARDS

To the Honorabl e Mayor and Menbers of the Board of Trustees
Town of Calvin
Cal vi n, Gkl ahoma

I have audited the acconpanying financial statenents of the governnmenta
activities, the business-type activities, each mgjor fund, and the aggregate
remai ning fund information of Town of Calvin, Oklahoma, as of and for the year
ended June 30, 2010, which collectively conprise Town of Calvin, Clahoma's basic
financial statenents, and have issued ny report thereon dated Cctober 30, 2012.
| conducted ny audit in accordance with auditing standards generally accepted in
the United States of Anerica and the standards applicable to financial audits
contai ned in Governnent Auditing Standards, issued by the Conptroller General of
the United States.

Internal Control Over Financial Reporting

Managenent of Town of Calvin is responsible for establishing and maintaining
effective internal control over financial reporting. In planning and perform ng
ny audit, | considered Town of Calvin, Gklahoma's internal control over
financial reporting as a basis for designing nmy auditing procedures for the
pur pose of expressing nmy opinions on the financial statenents, but not for the
purpose of expressing an opinion on the effectiveness of Town of Calvin,
&l ahoma’ s internal control over financial reporting. Accordingly, | do not
express an opinion of the effectiveness of Town of Calvin, Cklahonma's interna
control over financial reporting.

A deficiency ininternal control exists when the design or operation of a control
does not al | ow nanagenent or enpl oyees, in the normal course of performng their
assi gned functions, to prevent, or detect and correct m sstatenents on a tinely
basis. A nmaterial weakness is a deficiency, or a conbination of deficiencies, in
internal control such that there is a reasonable possibility that a material
m sstatenent of the entity’'s financial statenents will not be prevented, or
detected and corrected on a tinely basis.

My consi deration of internal control over financial reporting was for the linited
pur pose described in the first paragraph of this section and was not designed to
identify all deficienciesininternal control over financial reporting that m ght

be deficiencies, significant deficiencies, or naterial weaknesses. | did not
identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above. However, | consider the

lack of segregation of duties to be a significant deficiency. A significant
deficiency is a deficiency, or conbination of deficiencies, in internal control
that is less severe than a material weakness, yet inportant enough to nerit
attention by those charged with governance.
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Conpl i ance and Gther Matters

As part of obtaining reasonable assurance about whether Town of Calvin,
&l ahoma’ s financial statements are free of nmaterial misstatement, | perforned
tests of its conpliance with certain provisions of | aws, regul ati ons, contracts,
and grant agreenents, nonconpliance with which could have a direct and nmateri al
effect on the determination of financial statenent anobunts. However, providing
an opi nion on conpliance with those provi sions was not an objective of ny audit,
and accordingly, | do not express such an opinion. The results of ny tests
di scl osed no i nstances of nonconpliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the informati on and use of managenent, Board
of Trustees, and federal awardi ng agenci es and pass-through entities and i s not
intended to be and should not be used by anyone other than these specified
parties.

Si ncerely,

Copl., Onbligtin

Ral ph Gsborn

Certified Public Accountant
Bri st ow, Okl ahoma

Cct ober 30, 2012
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