5300 WEST OKMULGEE AVENUE

MUSKOGEE, OKLAHOMA 74401
PHONE (918) 684-1040 WEB: KERSHAWCPA.COM PHONE (580) 762-1040

Fax (918) 684-1041 E-MAIL: REK@KERSHAWCPA .COM Fax (580) 762-1047

FILED

0CT 2 ¢ 201

State Auditor & inspector

RECEIPT #

)Mo

AUDIT REPORT

TOWN OF GARVIN, OKLAHOMA )

JUNE 30, 2011

KERSHAW CPA & ASSOCIATES, PC

607 NORTH 15T STREET
PoNcA CITY, OKLAHOMA 74601

of



INTRODUCTORY SECTION:

TOWN OF GARVIN, OKLAHOMA
JUNE 30, 2011

TABLE OF CONTENTS

LIST OF PRINCIPAL OFFICERS

FINANCIAL SECTION:

INDEPENDENT AUDITOR’S REPORT

BASIC FINANCIAL STATEMENTS:

Government-Wide Financial Statements:

EXHIBIT A

EXHIBIT B

STATEMENT OF NET ASSETS - MODIFIED
CASH BASIS

STATEMENT OF ACTIVITIES - MODIFIED
CASH BASIS

Fund Financial Statements:

EXHIBIT C

EXHIBIT D

EXHIBIT E

EXHIBIT F

EXHIBIT G

BALANCE SHEET - GOVERNMENTAL FUNDS
MODIFIED CASH BASIS

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE -
GOVERNMENTAL FUNDS - MODIFIED

CASH BASIS

STATEMENT OF NET ASSETS - PROPRIETARY FUND
- MODIFIED CASH BASIS

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET ASSETS - PROPRIETARY FUND
- MODIFIED CASH BASIS

STATEMENT OF CASH FLOWS - PROPRIETARY
FUND - MODIFIED CASH BASIS

NOTES TO THE FINANCIAL STATEMENTS

REQUIRED SUPPLEMENTARY INFORMATION:

EXHIBIT H

BUDGETARY COMPARISON SCHEDULE

PAGE

5-6

10-11

12

13

14

15-26

27



TON GF GRM N CKLAHOMA
JUNE 30, 2011

NOTES TO BUDGETARY OOMPAR SON SCHEDULE 28

REPCRT QN | NTERNAL. OONTRCL. OVER FI NANCI AL REPCRTI NG AND ON OCWPLI ANCE
AND OHER NRTTERS BASED ON AN AN T F FI NaNOJ AL STATEVENTS PERFCRVED
I N ACOCRDANCE WTH GOVERNUENT AL T1 NG STANDARDS 29-30

SCGHULE GF FI NO NGB 31-32
OHER SUPPLEMENTARY | NFGRVRTT ON

EHBTI OOME N NG BALANCE SHEET - NONWAUCR
GO/ERNVENTAL FUNDS - MO FI ED CASH BASI S 33

BEHBTJ OCME N NG STATEMENT OF REVENLES,
EXPEND TURES AND CHANGES | N FUND BALANCE
- NONVAJQR GOVERNMENTAL FUNDS - MO A ED
CASH BASI S 34



LUST &F PRNOPAL GFFIQ ALS

JUNE 30, 2011
NAVE PCBI TI ON
BYRON FGSTER MAYCR
ANTHONY SM TH TREASURER
BRTT NRERY TRUSTEE
DM D RIDGERS TRUSTEE
Unaudited

4



KERSHAW CPA & ASSOCIATES, PC

5300 WEST OKMULGEE AVENUE 607 NORTH 15T STREET
MUSKOGEE, OKLAHOMA 74401 PoNcA CiTy, OKLAHOMA 74601
PHONE (918) 684-1040 WEB: KERSHAWCPA .COM PHONE (580) 762-1040
FAaX (918) 684-1041 E-MAIL: REK@KERSHAWCPA .COM FAX (580) 762-1047

INDEPENDENT AUDITOR’'S REPORT

To the Town Counci |
Town of Garvin, Cklahoma

| have audited the acconpanying financial statements of the govermmental activities, the
busi ness-type activities, each mjor fund, and the aggregate remaining fund information of
the Town of Garvin, klahoma, as of and for the fiscal year ended June 30, 2011, which
col lectively conprise the Town of Garvin, Oklahoma's basic financial statements as listed in
the table of contents. These finmancial statements are the responsibility of the Town of
Garvin, Oklahoma’s management. My responsibility is to express an opinion on these financial
statenents based on ny audit.

I conducted ny audit in accordance wth auditing standards generally accepted in the United
States of Anerica, and the standards applicable to financial audits contained in Governnent
Audi ting Standards, issued by the Conptroller General of the United States, and in accordance
wth (klahoma Statutes. Those standards require that 1 plan and performthe audit to obtain
reasonable assurance about whether the fimancial statenents are free of naterial
nmisstatement. An audit includes exanining, on a test basis, evidence supporting the anounts
and disclosures in the financial statenents. An audit also includes assessing the accounting
principles used and significant estimates nade by nmanagenent, as well as evaluating the
overal | financial statenent presentation | helieve that ny audit provides a reasonabl e basis
for ny opini on.

Ps described in the Notes, these financial statenents were prepared on the nodfied cash
basis of accounting, which is a conprehensive basis of accounting other than US general ly
accepted accounting pri nci pl es.

As discussed in Note 1 to the financial statenents, the Town has not maintai ned accurate
capital asset records to support the historical cost of past capital asset purchases.
Accounting principles generally accepted in the United States of America require that capital
assets be recorded at historical cost net of accumdated depreciation Docunent ati on
supporting historical cost vas not readily available for ny review The anount by which this
departure would affect the assets, net assets, and expenses of the Governmental & Busi ness-
Type Activities is not readily determnabl e.

In ny opinion, except for the effects, if any, on the financial statements of inproper
capital asset recordkeepi ng described in the preced ng paragraph, the financial statenents
referred to above present fairly, in all naterial respects, the respective cash basis
financial position of the governnental activities, business-type activities, each major fund
and the aggregate remaining fund information of the Town of Garvin, Gkl ahoma, as of June 30,
2011, and the changes in cash basis financial position thereof for the year then ended in
conformty wth the basis of accounting described above.

In accordance wth Gvernnent Auditing Standards, | have also issued ny report dated Qctober
5, 2011, on my consideration of the Town of Garvin, Oklahoma's <internal control over
financial reporting and on ny tests of its conpliance wth certain provisions of laws,
regu ations, contracts and grant agreenents and other matters. The purpose of that report is
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to describe the scope of our testing of internal control over financial reporting and
conpliance and the resuts 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 conpliance wth Govermnent Auditing Standards and shou d be considered in
assessing the results of ny audit.

The budgetary conparison information and the notes to the budgetary comparison infornation
are not a required part of the financial statements but are supplenentary information
required by accounting principles generally accepted in the United States of Anerica. | have
applied certain linited procedures, which consisted principally of inquiries of managenent
regarding the nethods of neasurenent and presentation of the required supplenentary
informtion Hovever, | did not audit the information and express no opinion onit.

The Town of Garvin has inplenented the general provisions of the Govermmental Accounting
Standards Board (GASB) Statement No. 34. However the Town has not presented the Management's
O scussion and Analysis required by the Govermnental Accounting Standards Board (GASH that
the GASB has deternined is necessary to suppl enent, although not required to be part of, the
basi ¢ financial statenents.

W audit was conducted for the purpose of forning opinions on the finmancial statenents that
collectively comprise the Town of Garvin's basic financial statements. The introductory and
the other suppl enentary infornmation sections listed in the acconpanying table of contents are
presented for the purpose of additiomal analysis and are not a required part of the basic
financial statenents of the Tomn Such additional infornation has not been subjected to the
audi ting procedures applied in ny audit of the basic financial statenents, and accordingy, |
do not express an opi ni on thereon

Gt € Ewir

Robert E Kershaw CPA

Qctober 5, 2011



TOWN OF GARVIN, OKLAHOMA
STATEMENT OF NET ASSETS - MODIFIED CASH BASIS
JUNE 30, 2011

Governmental Business-Type 2011
Activities Activities Total
ASSETS
Current Assets:
Cash and cash equivalents $ 26,565 $ 34,915 61,480
Investments 21,640 16,230 37,870
Total Current Assets 48,205 51,145 99,350
Other Assets:
Cash and cash equivalents - Restricted - 8,753 8,753
Total Other Assets - 8,753 8,753
Capital Assets:
Capital Assets, net of Accum. Depreciation 205,782 460,677 666,459
Total Capital Assets 205,782 460,677 666,459
TOTAL ASSETS 253,987 520,575 774,562
LIABILITIES
Current Liabilities:
Accrued Interest Payable - 50 50
Payroll Taxes Payable - - -
Current Portion of Long-Term Debt - 2,692 2,692
Customer Deposits - 6,723 6,723
Total Current Liabilities - 9,465 9,465
Long-Term Liabilities:
Capital Debt Obligations - - -
Notes Payable - USDA RD - 21,068 21,068
Less: Current Portion of Long-Term Debt - (2,692) {2,692)
Total Long-Term Liabilities - 18,376 18,376
TOTAL LIABILITIES - 27,841 27,841
NET ASSETS
Invested in capital assets, net of related debt 205,782 439,609 645,391
Restricted for:
Debt Service - 8,753 8,753
Other Purposes - - -
Unrestricted 48,205 44,373 92,678
TOTAL NET ASSETS $ 253,987 $ 492,735 746,722

See Accountant's Audit Report & Notes Which Accompany These Financial Statements

EXHIBIT A



EXHIBIT B

TOWN OF GARVIN, OKLAHOMA
STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Program Revenues

Operating Capital Net
Charges for Grants and Grants and (Expenses)/
Functions/Programs Expenses Services Contributions Contributions Revenue
Governmental activities:
General Government $ 66,711 $ - $ 20,367 $ - $ (46,344)
Public Safety - - - - -
Highways & Streets - - - - -
Debt Service - Interest Expense - - - - B
Total Governmental Activities 66,711 - 20,367 - (46,344)
Business-type activities:
Water, Sewer & Sanitation 42,795 43,405 - - 610
Total Business-type Activities 42,795 43,405 - - 610
Total $ 109,506 % 43,405 § 20,367 - $ (45,734)
Changes in Net Assets:
Governmental Business-Type
Activities Activities Total
Net (expense)/revenue $ (46,344) $ 610 $ (45,734)
General revenues:
Taxes:
Sales Tax 27,446 - 27,446
Cigar Tax 390 - 390
Franchise Tax 2,566 - 2,566
Intergovernmental:
Motor Vehicle Tax 1,095 1,095
Alcoholic Beverage Tax 2,220 - 2,220
Gasoline Excise Tax 252 - 252
Donations - - -
Sale of Property/Equipment 900 - 900
Miscellaneous Income 9,256 . 9,256
Interest Income 399 299 697
Transfers - Internal Activity - - -
Total general revenues & transfers 44,523 299 44,822
Changes in net assets (1,821) 908 (912)
Net assets - beginning 255,808 491,827 747,635
Net assets - prior year adjustment - - -
Net assets - ending $ 253,987 $ 492,735 $ 746,722

See Accountant's Audit Report & Notes Which Accompany These Financial Statements



TOWN OF GARVIN, OKLAHOMA

BALANCE SHEET - MODIFIED CASH BASIS

EXHIBIT C

GOVERNMENTAL FUNDS
JUNE 30, 2011
Other Total
General Community Wellness Governmental Governmental
Fund Center Center Funds Funds
ASSETS

Cash and cash equivalents $ 22,427 110 $ 3,445 $ 583 $ 26,565

Investments 21,640 - - - 21,640
TOTAL ASSETS $ 44,067 110 $ 3,445 $ 583 $ 48,205
LIABILITIES & FUND EQUITY
LIABILITIES:

Payroll Taxes Payable $ - B $ - $ - $ -
TOTAL LIABILITIES - - - - -
FUND BALANCES:

Unreserved 44,067 110 3,445 - 47,622

Unreserved, reported in nonmajor

special revenue funds - - - 583 583
TOTAL FUND BALANCES 44,067 110 3,445 583 48,205
TOTAL LIABILITIES AND FUND BALANCES $ 44,067 110 $ 3,445 $ 583
Reconciliation to Statement of Net Assets:

Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities of $205,781.33, net of accumulated depreciation
of $0, are not financial resources and, therefore, are not reported in the funds. 205,782
Some liabilities, including capital debt obligations payable, are not due and payable in the current
period and therefore are not reported in the funds. -
Net Assets of Governmental Activities $ 253,987

See Accountant's Audit Report & Notes Which Accompany These Financial Statements



TOWN OF GARVIN, OKLAHOMA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

EXHIBIT D

Other Total
General Community Wellness Governmental Governmental
Fund Center Center Funds Funds
REVENUES:
Taxes:
Sales Tax $ 27446 § - § - % - 27,446
Cigar Tax 390 - - - 390
Franchise Tax 2,566 - . - 2,566
Intergovernmental:
Motor Vehicle Tax 1,095 - - - 1,095
Alcoholic Beverage Tax 2,220 - - - 2,220
Gasoline Excise Tax 252 - - - 252
Grants - 20,367 - - 20,367
Donations - - - - -
Sale of Property/Equipment 900 - - - 900
Miscellaneous Income 1,150 - 5,676 2,530 9,256
Interest Income 396 - 2 - 399
TOTAL REVENUES 36,415 20,367 5,678 2,530 64,890
EXPENDITURES:
General Government 59,959 1,282 3,487 1,982 66,711
Public Safety - - - - -
Highways & Streets - - - - -
Debt Service - - - - -
Capital Outlay - - - - -
TOTAL EXPENDITURES 59,959 1,282 3,487 1,982 66,711
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES (23,544) 19,085 2,091 548 (1,821)
OTHER FINANCING SOURCES (USES):
Operating Transfers In 18,975 - - - 18,975
Operating Transfers Out B (18,975) - - (18,975)
Capital Debt Proceeds - - - - -
TOTAL OTHER FINANCING SOURCES (USES) 18,975 (18,975) - - -
NET CHANGES IN FUND BALANCES (4,569) 110 2,091 548 (1,821)
FUND BALANCE - BEGINNING OF YEAR 48,636 B 1,354 36 50,026
FUND BALANCE - PRIOR YEAR ADJUSTMENT - - - - -
FUND BALANCE - END OF YEAR $ 44,067 $ 110 $ 3,445 $ 583 48,205

See Accountant’s Audit Report & Notes Which Accompany These Financial Statements
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TOWN OF GARVIN, OKLAHOMA

EXHIBIT D (CONTINUED)

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS

GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Reconciliation to Statement of Activities:
Net change in fund balances - total governmental funds
Amounts reported for governmental activities in the Statement of Activities are different because:
Repayment of debt principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the Statement of Net Assets:

Capital debt obligation principal payments

Issuance of new capital debt obligations is recorded as capital debt proceeds in the

governmental funds, but the proceeds create long-term liabilities in the Statement of Net Assets:

Capital Debt Proceeds

Governmental funds report capital outlays as expenditures while governmental activities
report depreciation expense to allocate those expenditures over the life of the assets:
Capital asset purchases capitalized
Depreciation expense

Change in Net Assets of Governmental Activities

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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TOWN OF GARVIN, OKLAHOMA
STATEMENT OF NET ASSETS - MODIFIED CASH BASIS

PROPRIETARY FUND

JUNE 30, 2011

ASSETS

Current Assets:
Cash and cash equivalents
Investments

Total Current Assets

Noncurrent Assets:
Restricted cash and cash equivalents
Other capital assets, net of accumulated depreciation

Total Noncurrent Assets
TOTAL ASSETS

LIABILITIES & FUND EQUITY

Current Liabilities:
Accrued Interest Payable
Current Portion of Long-Term Debt
Customer Deposits

Total Current Liabilities

Noncurrent Liabilities:
Notes Payable - USDA RD
Less: Current Portion of Long-Term Debt

Total Noncurrent Liabilities
TOTAL LIABILITIES

NET ASSETS:
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted

TOTAL NET ASSETS

EXHIBIT E

Garvin Public
Works Authority
Enterprise Fund

June 30, 2011

Memo Only
June 30, 2010

$ 34915 $ 21,950
16,230 15,974
51,145 37,925

8,753 8,564
460,677 475,942
469,430 484,506
520,575 522,431

50 53

2,692 2,561

6,723 6,923

9,465 9,537

21,068 23,629
(2,692) (2,561)

18,376 21,068
27,841 30,604
439,609 452,314
8,753 8,564

44,373 30,950

$ 492,735 $ 491,827

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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TOWN OF GARVIN, OKLAHOMA

EXHIBIT F

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS - MODIFIED CASH BASIS

PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

OPERATING REVENUES:
Water, Sewer, Sanitation, and Tap Fees
TOTAL OPERATING REVENUES
OPERATING EXPENSES:
Water Purchases
Commissions & Fees
Materials & Supplies
Depreciation Expense
Office Expense & Miscellanous
Professional Fees
Repairs & Maintenance
Contract Labor
Utilities
Bank Charges
Miscellaneous
TOTAL OPERATING EXPENSES
NET OPERATING INCOME (LOSS)
NON-OPERATING REVENUES (EXPENSES)
Interest Income
Interest Expense
TOTAL NON-OPERATING REVENUES (EXPENSES)
NET INCOME (LOSS) BEFORE CONTRIBUTIONS & TRANSFERS
Capital Contributions
Transfers in
Transfers out
CHANGE IN NET ASSETS
TOTAL NET ASSETS - BEGINNING
TOTAL NET ASSETS - PRIOR YEAR ADJUSTMENT -
TOTAL NET ASSETS - ENDING

Garvin Public
Works Authority
Enterprise Fund

Memo Only

June 30, 2011 June 30, 2010

$ 43,405 $ 44,210

43,405 44,210
9,517 10,297
1,141 1,548

. 777
15,265 18,014
457 557

. 2,315

a 1,845
7,964 7,753
7,077 6,610
154 %
100 .

41,675 49,716

1,730 (5,506)
299 334
(1,121) (1,243)
(822) (908)
908 (6,414)
908 (6,414)
491,827 498,241

$ 492,735 $ 491,827

See Accountant’s Audit Report & Notes Which Accompany These Financial Statements
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TOWN OF GARVIN, OKLAHOMA

STATEMENT OF CASH FLOWS - MODIFIED CASH BASIS

PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Net Cash Flows from Operating Activities:

Cash Receipts from Customers

Other Cash Receipts

Payments to Suppliers, Employees & Laborers
Receipts of Customer Utility Deposits, Net of Refunds

Net Cash Provided (Used) by Operating Activities

Net Cash Flows from Non-Capital Financing Activities:
Operating Transfers in
Operating Transfers Qut

Net Cash Provided (Used) by Non-Capital Financing Activities

Net Cash Flows from Capital & Related Financing Activities:
Additions to Capital Assets
Capital Contributions
Loan Proceeds received
Principal paid on Notes
Interest paid on Notes
Net Cash Provided (Used) by Capital & Related Financing Activities

Net Cash Flows from Investing Activities:
(Increase)Decrease in Investments
Interest Income

Net Cash Provided (Used) by Investing Activities
Net Increase (Decrease) in Cash and Cash Equivalents

Cash & Cash Equivalents, Beginning of Year
Cash & Cash Equivalents, Prior Year Adjustment
Cash & Cash Equivalents, End of Year

Reconciliation of operating income (loss) to net cash provided
operating activities:

Operating Income (Loss)
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities
Depreciation Expense
Increase(Decrease) in Customer Deposits
Net Cash Provided (Used) by Operating Activities

EXHIBIT G

Memo Only
2011 2010

$ 43,405 $ 44,210
(26,410) (31,702)

(200) 96

16,795 12,604
(2,561) (2,436)

(1,123) (1,248)

(3,684) (3,684)

(256) (282)

299 334

43 52

13,154 8,972
30,514 21,542

$ 43,668 $ 30,514
$ 1,730 $ (5,506)
15,265 18,014

(200) 96

$ 16,795 $ 12,604

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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TOWN G GRMN GKHAHNA
NOTES TO FI NANQ AL STATEMENTS
JUNE 30, 2011

NOE 1 - SUMMARY CF SI GN F1 CANT ACOOLNI NG PAU A ES

REPCRTI NG ENN TY

The Town of Garvin, Oklahoma is a “Statutory Town Government” under Title 11 of the
(ki ahoma Statutes.

The Town provides the followng services: public safety, streets and hi ghways,
sanitation, public inprovenents, and general adninistrative services. The Grvin
Public Wrks Authority (Enterprise Fund) provides vater and sever services. The
Garvin Public Wrks Authority (the PP is a public trust created under the authority
of Title 60 Ckdahoma Statutes. The Town board of trustees and PWA board of directors
are the sane.

FUND AQOCLNI NG

The accounts of the Town are organized on the basis of funds, each of wvhich is
considered to be a separate accounting entity. The operations of each fund are
accounted for with a separate set of self-balancing accounts wvhich conprise its
assets, liabilities, fund ecquity, revenues, and expenditures or expenses, as
appropriate. Governnent resources are allocated to and accounted for in ind vidual
funds based upon the purpose for vhich they are to be spent and the neans by which
spendi ng activities are controlled The various funds are grouped, in the financial
statenents in this report, into tw broad fund types and two generic categories as
fol |l ovs:

COERNMENTAL FUND TYPES

General Fund

The General Fund is used to accout for all of the general revenues of the Town not
specifically levied or collected for other Town funds, and for expenditures prinarily
related to the rendering of the general services to the Town.

PRCPR ETARY FUND TYPES

Enterprise Funds

Enterprise funds are used to account for the acquisition, operation and nai ntenance
of Town facilities vwhich are financed primarily by user charges. The Enterprise
funds are accounted for sinmlar to activities of the private sector. The neasurenent
focus is upon determination of net incone, financial position and changes in
financial position. The Garvin Public Works Authority is accounted for as the Town’s
Enterprise Fund

15



TOWNCGF GRMN G4LAHONA
NOES TO Fl NANQ AL STATEMENTS

JUNE 30, 2011
Girvin Public Wrks Authority Accounts for the activities of the public
trust in providing vater and sewer services
to the public.

BASI S (F ACCOLNI NG

Basis of accounting refers to the tine vhen revenues and expenditures are recognized
in the accounts and reported in the financial statenents. Basis of accounting is
related to the tinming of the neasurenent nade, regardess of the neasurenent focus
appl i ed

The cash basis of accounting is folloved by all funds of the Town, which is not in
accordance wth generally accepted accounting principles. Under this cash basis of
accounting, revenues are recorded when received and expenditures are recorded when
paid In accordance wth generally accepted accounting principles, governnental fund
types would utilize the nedified accrual basis of accounting vhile proprietary type
funds vould use the accrual basis of accounting

If the books of the governnental fund types and the similar trust fund vere
maintained on the basis of accounting required by generally accepted accounti ng
principles, revenues would be recorded when susceptible to accrual (i.e. both
neaswrable) and available and expenditures would be recorded wvhen the current
liability is incurred. |f the books of the proprietary fund types and sinilar trust
funds vere maintained on the basis of accounted required by general ly accepted
accounting principl es, revenues vou d be recogni zed vhen earned and expenses woul d be
recorded vhen the liability is incurred.

CASH AND CASH BCUI VALENTS

For the purpose of financial reporting, “cash and cash equivalents” includes all
denand deposits (checking accounts, NOWaccounts, and savings). Al investnents are
stated at cost, which approximates narket, unless otherwse indicated. The PMA
considers highly liquid investnents (including restricted assets) wth an original
mturity of three nonths or | ess when purchased to be cash equival ents.

ENCUMBRANCES

Encunbrance accounting, under wvhich purchase orders, contracts, and other conmitnents
for the expenditure of nonies are recorded in order to reserve that portion of the
applicable appropriation, is enployed in the governnental funds. Encunbrances are
not recognized as the equivalent of expenditures; therefore, the reserve for
encunbrances is reported as part of the fund bal ance on the bal ance sheet. However,
it should be noted that the Town did not recognize any outstanding reserves at June
30, 2011. Al budget appropriations |apse at the end of the fiscal year.

16



TON GF GARM N CHLAHONA
NOTES TO Fl NANQ AL STATEVENTS
JUNE 30, 2011

BUDCET

In accordance with (klahoma Statutes, Title 68, the Town Council is required to
formally adopt annual budgets, which include substantially all general funds. These
required annual budgets are adopted on a basis consistent wth the guidelines
establ i shed by the Ckl ahoma Mmi ci pal Code.

CAFl TAL ASSETS

The Town records all capital assets at cost. The capitalization threshold has been
set at $500.00. Capital assets purchased by the Town are recorded as capital outlay
in the Gvernnental Fund Type Bal ance Sheet. Assets purchased by the PWA (Enterprise
Fund) are recorded in the PWA as assets at cost or if contributed property at the
estinated fair narket value at the tine of contribution. Repairs and naintenance
cost are recorded as expenses. Qwvernnental Fund Type capital assets are not
depreciated The sale or disposition of capital assets is recorded by renovi ng cost
and accumi ated depreciation from the accounts and charging the resulting gain or
loss to incone. Assets recorded in the PPA are depreciated over their usefu lives
of 5 to 50 years using the straight-line nethod The Town does not include
“infrastructure” capital assets - roads, bridges, streets, and sinilar assets that
are immvable, inits financial statements. The Enterprise Fund applies FASB Nb. 62
and capitalizes interest expense of horrowngs related to construction project |oans
less the rel ated interest earned on tenporary interest bearing investnents.

The Town and Enterprise Fund have not nai ntai ned conpl ete detail ed records of capital
assets owned and still in servicee The anounts recorded as property, plant, and
equi prent of the BEnterprise Fund at June 30, 2011 has been estinmated. The anounts of
property, plant and equi pnent recorded in the Governnental Fund Types have al so been
esti mated

Enterprise Fund Depreci ati on:

Depreci ati on has been cal cul ated on the straight-line basis over the assets estinated
useful lives. Estimated useful lives are as foll ovs:

Wiiter and sever system 30-50 Years
Michi nery and equi pnent 5-20 Years

OLE TO AND DLE FROM O'HER FUNDS

Interfund recei vabl es and payabhl es arise frominterfund transacti ons and are recorded
by all funds affected in the period in vhich transacti ons are executed.

17



TOWNGF GRMN G4LAHMWNA
NOTES TO FI NANO AL STATEVENTS
JUNE 30, 2011

ESTI NRTES

The preparation of financial statenents, in conformity wth the cash basis of
accounting, requires nanagenent to nake estinates and assunptions that affect certain
reported anounts and disclosures. Accordingly, actual resuts coud differ from
those estimates.

OCVPENSATED ABSENCES AND FR NGE BENEFI TS

Governnental Generally Accepted Accounting Principles require the recording of an
expenditure and the accrual of a liability for future vacation, sick pay, and other
leave benefits for enpl oyee services already rendered, related to rights that vest,
if the paynent of conpensation is probable and the anount of benefits can be
reasonabl y esti nated.

The Town's financial statements have been prepared on the cash basis and benefit cost
(if any) are recognized vhen the benefits are paid  An accrued liability for
benefits has not been recognized or reported in the financial statenents.

BQU TY AASSI A CAMT (N
Equity is classified as net assets and displayed in three conponents:

1. Invested in capital assets, net of related debt—Consists of capital
assets including restricted capital assets, net of accumiated
depreciation and reduced by the outstanding balances of any bonds,
nortgages, notes, or other borrowings that are attributable to the
acqui sition, construction, or inprovenents of those assets.

2, Restricted net assets—Consists of net assets wth constraints placed on
the use either by (a) external groups such as creditors, grantors,
contributors, or laws and regul ations of other governnents; or (b) law
through constitutional provisions or enabling | egislation

3. Urestricted net assets-All other net assets that do not neet the
definition of “restricted” or “invested in capital assets, net of
related debt.”

REVENLES BEXPENO TURES AND EXPENSES
Sal es Tax
The Town presently levies a sales tax on taxable sales wthin the Tomn. The sales

tax is collected by the Ckl ahona Tax Conmission and renitted to the Town in the nonth
fol lowing receipt by the Tax Conmission.
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Property Tax

For the year ended June 30, 2011, the Town levied no property tax. Under State law
minicipalities are linited in their ability to levy a property tax. Such tax nay
only be levied to repay principal and interest on general ohligation bonded debt
approved by voters and court-assessed j udgnents.

Enterprise Fund Revenues

Revenues consist of sales of water, sewer, and sanitation services to indviduals,
busi ness owners, and others within the Town corporate linits and nearby area.

Expendi t ur es/ Expenses

For purposes of the conbined operating statenents, expenditures/expenses are
classified as foll ovs:

Governnental Fund Types - By Character: Qurrent (further classified by
activity) Qapital Qutlay
Proprietary Fund Types - By Qperating and Non-Cperating

Governnental fund types report expenditures of financial resources. Proprietary fund
types normally report expenses relating to use of econonic resources.

MenorandumQil y

The “Memorandum Only” captions above the total columns mean that totals are presented
for overviewinfornati on purposes only.

NOTE 2 - STEVARDSH P, OCOWMPLI ANCE AND AOOCLNTAR LI TY

Ps a local governnent unit, the Town is subject to various federal, state, and | ocal
lave and contractual regul ati ons.

Fi nance-rel ated Legal & Contractual Provisions

As described in Note 4, the Authority was in conpliance wth the reserve requi renents
of the Riral Devel opnent | oan agreenents.

19



TOWN G GRMIN CHLAHOWA
NOTES TO Al NANQ AL STATEMENTS
JUNE 30, 2011

Deficit Fund Bal ance or Retai ned Earnings

Ps indicated in the financial statenents, there are no fund balance or retained
earnings deficits for the Authority for this fiscal year.

Excess of Expenditures Over Appropriati ons

The Towns total charges to appropriations did not exceed budget ed anounts. However,
the anounts available for appropriation vere less than budget ed.

NOTE 3 - DEPCHI TS | NVESTMENTS AND OCLLATERAL

Qustodial Qredit R sk

A June 30, 2011, the Town held deposits of approxinately $108,103 at financial
institutions. The Town’s cash deposits, including interest-bearing certificates of
deposit are covered by Federal Depository Insurance (FOQ or direct obligation of
the US. Governnent insured or collateralized wth securities held by the Town or by
its agent in the Town's name.

I nvestnent | nterest Rate R sk

The Town does not have a formal investnent policy that linits investnent naturities
as a neans of nanaging its exposure to fair value losses arising from i ncreasi ng
interest rates.

Investnent Gredit R sk

The Town has no policy that linits its investnent choices other than the linitation
of state lawas fol | ovs:

a. DOrect obligations of the US. Governnent, its agencies and instrunentalities
to vhich the full faith and credit of the US Governnent is pl edged, or
obligations to the paynent of which the full faith and credit of the State is
pl edged

b. Certificates of deposits or savings accounts that are 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.

C. With certain Timitation, negotiable certificates of deposit, prime bankers’
acceptances, prine conmercial paper and repurchase agreenents with certain
linitations.

d County, mnicipal or school Town tax supported debt obligations, bond or
revenue anticipation notes, noney judgnents, or bond or revenue anticipation
notes of public trusts whose beneficiary is a county, municipality or school
Town
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e. Notes or bonds secured by nortgage or trust deed insured by the Federal
Housing Admnistrator and debentures issued by the Federal Housing
Adninistrator, and in obligations of the Nati onal Mrtgage Association

f. NMoney market funds reguated by the SEC and in which investnents consist of
the investnents nentioned in the previous paragraphs (a.-d ).

NJE 4 - RESTR CTED ASSETS

The I can agreenent with the Lhited States Departnent of Agriculture Rral Devel opnent
(USDA) requires the Authority to set aside into a Reserve Account the sum of the
annual installnent ($3,684), after which deposits may be suspended, except to repl ace
wthdravals. The Authority cannot withdraw funds fromthe reserve account w thout
USDA approval. As of June 30, 2011, the account bal ance for the reserve account was
$5,818.79, vhich conplies wth the covenants of the | can agreenent

NJE 5 - CAP TAL ASSETS

Capital asset activity for the Governnental Fund Type, resulting fromthe nodified
cash transactions, for the fiscal year ended June 30, 2011, was as fol | ows:

Bal ance Bal ance

7/1/10 Addi tions Deducti ons 6/ 30/ 11
Bui |l di ngs & | nprovenents $ 117,818 $ - $ - $ 117,818
Equi prent 87, 964 - - 87, 964
Subt ot al 205, 782 - - 205, 782
Less: Accum Depreciation - - - -
Total Capital Assets $ 205,782 $ - $ - $ 205,782

The Town sold property/ equi prent during the FYE 6/30/11. However, because the town
does not keep record of the capital assets, it is unknown as to vhether those assets
vere previously included in the figures shown above.

Capital asset activity for the Proprietary Fund Type, resuting fromthe nedified
cash basis transactions, for the fiscal year ended June 30, 2011, was as foll ous:

Bal ance Bal ance
7/1/10 Additi ons Deduct i ons 6/ 30/ 11
Land $ 78,750 $ - $ - $ 78,750
System & | nprovenents 623, 199 - - 623, 199
Subt ot al 701, 949 - - 701, 949
Less: Accum Depreciation (226, 007) (15, 265) - (241, 272)
Total Capital Assets
(Net of Depreciation) $ 475,942 $ (15,265) $ - $ 460,677

Depreci ati on expense for the year ended June 30, 2011, aggregating $15,265 has been
conputed on assets with a cost basis totaling $701,949. There vere no current year
addi ti ons.
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NOIE 6 - LONG TERM DEBT

GOER\MENTAL ACTTM TIBS

As of June 30, 2011, the long-termdebt, arising fromcash transacti ons, payabl e from
governnental fund resources consisted of the foll ow ng:

There are currently no governnental fund | ong-termdebts outstand ng.

Changes i n Long- Term Debt

The followng is a sumary of changes in capital debt obligations for the year ended
June 30, 2011:
Bal ance at Bal ance at
June 30, 2010 Addi ti ons Deduct i ons June 30, 2011
Long- Term Debt $ - $ - $ - $ -
Total Long- Term Debt [ - $ . $ m $ "

Debt Services Requirenents to Miturity

The annual debt service requirenents to maturity, including principal and interest,
for long-termdebt, as of June 30, 2011, are as foll ovs:

Year Ended Annual

June 30, Pri nci pal I nterest Paynent
2012 $ - $ - $ “
2013 - - -
2014 - - -
2015 - . -
2016 - . -

2017- 2021 - - -
Total $ - $ - $ -

BUSI NESS-TYPE ACTIVI TI BS

ENTERPR SE FUND - GARM N PLELI C WRKS AUTHR TY

The Authority has a note payable (Note 92-02) dated July 11, 1978 to the Lhited
States Department of Agriculture Rural Devel opnent (USDY, payable in nonthly
instal I nents of $246 until maturity, including interest at 5.0% The original anount
of the loan vas $50,000.00. The final paynent is scheduled for July 11, 2018. The
note is secured by a mortgage on the Authority’'s water and sewer systems including
all real and personal property and including the revenues and profits from the
operations of the systens.

The Authority has a note payable (Note 92-03) dated August 24, 1979 to the Lhited
States Departnent of Agriculture Rural Developnent (USDA), payable in nonthly
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instal [nents of $61 until maturity, including interest at 5.0% The original anount
of the loan vas $12,400.00. The final paynent is scheduled for August 24, 2019. The
note is secured by a mortgage on the Authority’s water and sewer systems including
all real and persomal property and including the revenues and profits from the
operations of the systens.

Ghanges i n Long Ter m Debt

The followng is a sumary of changes in long-termdebt for the year ended June 30,
2011:

Bal ance at Bal ance at
June 30, 2010 Addi ti ons Deduct i ons June 30, 2011
USDA RD Note 92-02 $ 18,623.52 $ - $ (2,067.67) $ 16, 555. 85
USDA FD Note 92-03 5, 005. 26 = (492. 90) 4,512, 36
Total Long-Term Debt $ 23,628.78  $ - $ (2,560.57) $ 21, 068, 21

Debt Services Requi renents to Miturity

The annual debt service requirenents to maturity, including principal and interest,
for long-termdebt, as of June 30, 2011, are as fol | ous:

UBDA FD Note 92-02 USDA RD Note 92-03
Year Ended Annual Annual

June 30, Pri nci pal | nt erest Paynent Pri nci pal | nterest Paynent
2012 $ 2,174 $ 778 $ 2,952 $ 518 $ 214 $ 732
2013 2,285 667 2,952 545 187 732
2014 2,402 550 2,952 573 159 732
2015 2,525 427 2,952 602 130 732
2016 2,654 298 2,952 633 99 732

2017- 2021 4,517 192 4,710 1, 643 126 1,769
Total $ 16,556 $ 2,914 $ 19,470 $ 4,512 $ 917 $ 5,429

23



TOWNGF GRIN GAAHONA
NOTES TO Fl NANG AL STATEMENTS
JUNE 30, 2011

NOIE 7 - | NTERFUND TRANSFERS

The interfund transactions for the year vere as fol | ovs:

Transfers Qut Transfers In

General Fund:

Speci al Revenue - 18, 975
V¥l | ness Center - -
Garvin PVA .. -

Garvin Public Wrks Authority:
General Fund - -

Special Revenue:

General Fund 18, 975 -
V¢l | ness Center:

General Fund - -
Total Al Funds 18, 975 18, 975

NOE 8 - R SK NANACHVENT

Significant losses are covered by commercial insurance for all major governnent
prograns and areas.

The types of insurance coverage carried by the Town are listed bel ow

Type of Coverage Provi ded By

Public GFficials Liability Commerci al | nsurance
Commerci al Property Cormerci al | nsurance
General Liability Commerci al | nsurance
Wrkers Conpensation State Insurance Fund

NOTE 9 - WATER PLRCHASES

W until January 1996, the PWA was using vells located in Girvin for its water
supply. During January 1996, the PV began to purchase its water supply from Forest
Qove at a rate of $1.11 per 1,000 gallons. During the year ended June 30, 1999, the
PMA began purchasing water from Broken Bow PMA gravity flow at a rate of $0.82 per
1,000 gallons. That rate has increased several tines over the years. As of the year
ending June 30, 2007, the rates have increased and are now $1.94 per 1,000 gal | ons.

NOTE 10 - FUND BU TY

As described in Note 1 above, equity is classified as net assets and displayed in
three conponents:

24



TON GF GRMN CKLAHOMA
NOTES TO FI NANQ AL STATEMVENTS
JUNE 30, 2011

1. Invested in capital assets, net of related debt
2. Restricted net assets
3. lhrestricted net assets
The restricted net assets include assets related to Note 7 above.

NOTE 11 - OCWM TMENTS AND OCNTI NGENQ ES

GRANT PROCRAVE

The Town participates in certain federal and state grant prograns as available;
currently the town is not participating in any ongoing prograns. These prograns are
subject to financial and conpliance audits by the grantor or its representative.
Such audits could lead to requests for reinbursenents to the grantor agency for
expenditures disallowed under terns of the grant. The amount of expenditures that
nay be disalloved by the granting agency canhnot be deternined at this tine, although
it is believed by the Town that the anount, if any, would not be significant.

U T GATI (N

The financial statenents do not include accrual or provision for l1oss contingencies
resuting fromlitigation. Unhder applicable (klahona statutes, such judgnents nay
becone liabilities only of the Debt Service Fund and only in the year in which tax
revenue is specifically assessed for paynent of the claim and only to the extent of
the taxes so specifically assessed in that year. Such clains are generally paid
through special tax assessnents over a three-year period.

Accordingly, the Town believes that such clains should be recorded in the year in
vhich taxes are assessed for paynent on the claim only to the extent of such tax
revenue that is actually provided This nethod is preferable to the conflicting rule
for treatnent of loss contingencies as set out in Statenent of Financial Accounting
Standards No.5 (issued by the Financial Accounting Standards Bbard) wherein
contingencies should be recorded in ful in the year in vhich it is probable that a
liability has been created if the amount of | oss can be reasonably estinmated

NOIE 12 - LEASES

The Garvin Public Wrks Authority leases from the Town of Grvin, the water
producti on, storage, transportation and distribution system and facilities including
all tangible property an all interest thereof as wvell as the sanitary sewage
collection, transportation, processing, and disposal system and garbage and trash
collection systemand facilities including all tangible property and all interest,
for a termof 50 years that commenced January 12, 1977, and ternminates January 11,
2027. The stipuated lease paynent is the installation and construction of
inprovenents to the leased property and the operation of the facilities for the
benefit of the lessor. These ongoing inprovenents and operations wll be the total
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consideration for the lease terns and all renewals thereafter. A the expi ration of
the termof the lease, the lessee has the option to renew the lease for the sane
nunber of years under the sane terns and conditi ons.

NOTE 13 - SUBSECLENT BVENTS

The Town did not have any subsequent events through Cctober 5, 2011, vhich is the
date the financial statenents were issued, for events requiring recording or
disclosure in the financial statenents for the year ending June 30, 2011.
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TOWN OF GARVIN, OKLAHOMA
BUDGETARY COMPARISON SCHEDULE - MODIFIED CASH BASIS

Beginning Budgetary Fund Balance:

Resources (Inflows):
Taxes:
Sales Tax
Cigar Tax
Franchise Tax
Intergovernmental:
Motor Vehicle Tax
Alcoholic Beverage Tax
Gasoline Excise Tax
Grants
Donations
Sale of Property/Equipment
Miscellaneous Income
Interest Income
Operating Transfers In

Amounts available for appropriation

Charges to Appropriations (Outflows):
General Government
Public Safety
Highways & Streets
Debt Service
Capital Outlay
Operating Transfers Out

Total Charges to Appropriations
Prior Year Adjustments to Fund Balance

Ending Budgetary Fund Balance

GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

EXHIBIT H

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
$ 48,636 $ 48,636 $ 48,636 $ -
25,583 25,583 27,446 1,863
346 346 390 44
1,955 1,955 2,566 611
904 904 1,095 191
1,930 1,930 2,220 290
378 378 252 (126)
- - 900 900
4,739 4,739 1,150 (3,589)
404 404 396 (8)
11,085 11,085 18,975 7,890
95,960 95,960 104,026 8,066
44,524 44,524 59,959 (15,435)
2,800 2,800 - 2,800
47,324 47,324 59,959 (12,635)
48,636 48,636 44,067 (4,569)
Unaudited
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In accordance wth Ok ahoma Statutes, Title 63, the Town Council is recuired
to formally adopt annual budgets, which include substantially all general
funds. These required annual budgets are adopted on a basis consistent with
the guidelines established by the Cklahoma Mini ci pal Code.

Unaudited
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PHONE (918) 684-1040 WEB: KERSHAWCPA .COM PHONE (580) 762-1040
FAaX (918) 684-1041 E-MAIL: REK@<ERSHAWCPA .COM FAX (580) 762-1047

REPCRT ON | NTERNAL OONTRCL. O/ER FI NANO AL REPCRTI NG AND ON OCWPLI ANCE
AND OTHER MATTERS BASED QN AN ALO T GF Fl NANG AL STATEMENTS PERFCRVED I N
ACOCRDANCE WTH GOERNVENT AL T1 NG STANDARDS

To the Board of Trustees
Town of Garvin, kil ahoma

| have audited the financial statenents of the governnental activities, the business-
type activities, each mjor fund and the aggregate remining funds of the Town of
Gurvin, State of Cklahoma, as of June 30, 2011, which vere prepared on the nodified
cash basis of accounting, vhich is a conprehensive hasis of accounting other than U S
generally accepted accounting principtes and vhich collectively conprise the Town's
basic financial statements and have issued ny report thereon dated Qctober 5, 2011,
vhich vas qualified for the effect on the basic financial statements for the onission
of capital assets. The Town of Garvin has inplenented the general provisions of the
Governnental Accounting Standards Board (GASE) Statement No. 34, except that the Town
dd not present the requred MBA | conducted ny audit in accordance wth US
generally accepted auditing standards, the standards applicable to financial audits
contained in Gvernnent Auditing Standards, issued by the Conptroller General of the
Uhi ted States and in accordance with Gd ahoma Statutes.

Internal Control Over Financial Reporting

In planning and perfornming ny audit, | considered the Town of @irvin's internal
control over financial reporting as a basis for designing ny auditing procedures for
the purpose of expressing ny opinion on the financial statenents, but not for the
purpose of expressing an opinion on the effectiveness of the Town of Garvin's internal
control over financial reporting Accordingly, | do not express an opinion on the
effectiveness of the Town of Garvin's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does
not allow nmanagenent or enployees, in the nornal course of perforning their assigned
functions, to prevent, or detect and correct nisstatements on a tinely basis. A
material weakness is a deficiency, or conbinmation of deficiencies, in internal
control, such that there is a reasonable possibility that a material nisstatement of
the entity’s financial statements will not be prevented, or detected and corrected on
a tinely basis.

MW consideration of intermal control over financial reporting wvas for the linited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internmal control over financial reporting that nmight be
deficiencies, significant deficiencies or naterial weaknesses. | did not identify any
deficiencies in intermal control over fimancial reporting that | consider to be
material weakness, as defined above. However, | identified certain deficiencies in
internal control over financial reporting described in the acconpanying Schedul e of
Findngs that | consider to be significant deficiencies in intermal control over
finmancial reporting Those deficiencies are listed as Item11-01, 11-02 & 11-03. A
significant deficiency is a deficiency, or a conbination of deficiencies, in internal
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control that is less severe than a material weakness, yet inportant enough to nerit
attention by those charged wth governance.

Conpliance and Gther Mitters

As part of obtaining reasonabl e assurance about vhether the Town of Girvin's financial
statenents are free of material nisstatement, | perforned tests of conpliance wth
certain provisions of laws, reguations, contracts and grant agreenents, nonconpl i ance
with vhich codd have a direct and material effect on the determination of financial
statenent anounts. However, providing an opinion on conpliance wth those provisions
was not an objective of ny audit, and accordingly | do not express such an opinion
The resuts of ny tests disclosed one instance of nonconpliance that is required to be
reported under Gwvernnermt Auditing Standards, which is included in the Schedue of
Findings as Item 11-04. The resuts of ny tests disclosed no instances of other
natters that are required to be reported under Qvernnent Aud ting Standards.

Town of Garvin’'s response to the findings identified in ny audit is described in the
acconpanying Schedue of Findings. | did not audit Town of Garvin's response and,
accordingly, | express no opinion onit.

This report is intended solely for the information and use of managenent, the board of
trustees, others wthin the entity, the USDA Rural Devel opnent and the Ckl ahona State

Auditor and Inspector’s office and is not intended to be and shou d not be used by
anyone other than these specified parties.

it € Elwir

Robert E Kershaw CPA

Cctober 5, 2011
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| NTERNAL OONTRL F1 NO NGB

Item11-01 - Segregation of Duties

Qiteria: A good systemof internal control recquires a proper segregation of
duties to prevent one person frombeing in a position to authorize, execute,
and record the sane transaction

Condition: Due to the size of the Town’s major areas of internal control,
that would be prevalent in a larger Town, such segregation of duties is not
available for this size operation. Duties are concentrated in the hands of a
few individuals, vho are responsible for all phases of the accounting
functi ons. Because of this lack of division of responsibility, internal
control is deternined to be weak, and i n sone i nstances, non-existent.

Cause/ Hfect: Due to the linited nunber of personnel, a breach of internal
controls could occur and not be detected in the normal course of operations.

Recoomendation: The Board should continue to be actively involved in the
operations of the organization

Response: The Board conti nues to be actively invol ved i n the operations of
the organi zati on

Item11-02 - CGapital Asset Recordkeepi ng

Qiteria: Internmal control refers to the methods and procedures used to
provide reasonable assurance regarding the achi everent of objectives in the
followng categories: Safeguarding assets, Ensuring validity of financial
records and reports, Pronoti ng adherence to policies, procedures, regul ations
and |aws, and Pronoting effectiveness and efficiency of operations. |[nternal
control also refers to how an entity processes, sumarizes and records the
financial transactions. In general terns, internal controls are sinply good
busi ness practi ces.

Condition: The Town does not have strong internal controls in place for
enswing validity of financial records and reports, and in sone instances is
virtual ly non-exi stent.

Cause/ Hfect: Due to the weak internal control system only nininal capital
assets records are bei ng nai ntai ned.

Reconmendat i on: I recomend the governing body and nanagenent take
appropriate action to direct the staff to initiate this project and provide
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funding for the continued update and nai ntenance of these records to neet its
publ i ¢ accountability responsibility i n nanagi ng these Town assets.

Response: The Town does not have the resowrces available to maintain such a
list.

Item11-03 - Refundabl e Viter Deposits

Qriteria: It is the responsibility of the Authority to properly report and
account for the financial infornation

Condition: The Authority does not keep a ledger regarding the balance of
custoner deposits. Aso, the wvater neter deposit bank account is not
sufficient to cover the custoner deposits liability shown in the financial
statenents.

Cause/ HFfect: Qustoners could potentially not receive proper reinbursenent on
their deposit and the organization's balance sheet could be incorrect with
respect to the deposit account.

Recoomendation: It is reconmended that the organization properly report and
account for the bal ance of custoner deposits.

Response: The Authority has been made aware of the problem and will take
steps to correct the situation

OOVl ANCE FI NO N&B

Item11-04: Witer and Sever Recordkeepi ng

Qriteria: The loan agreenent wth the Lhited States Departnent of Agriculture
Rural Devel opnent (USDA) requires the Authority to maintain i ncone and expense
records for water and sewer systens separatel y.

Condi ti on: The Authority maintains separate billing records for water and
sever incone. However, the Authority does not maintain separate incone and
expense accounts for the water and sever systens.

Cause/ Hfect: This leaves the Authority out of conpliance wth the Rural
Devel opnent | can agreenent as the USDA wll no longer be accepting audits that
do not have Witer and/ or Sever Records broken out separately.

Response: The Authority was not aware of the requirenent.
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EXHIBIT |
TOWN OF GARVIN, OKLAHOMA
COMBINING BALANCE SHEET - MODIFIED CASH BASIS
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2011

Total

Nutrition
Center

Nonmajor
Governmental

ASSETS
Cash and cash equivalents $
Investments
Due from General Fund
Due from other governments

583

583

TOTAL ASSETS $

583

583

LIABILITIES & FUND EQUITY
LIABILITIES:
Due to Other Governments $
Payroll Taxes

TOTAL LIABILITIES

FUND BALANCES:
Unreserved, reported in nonmajor
special revenue funds

583

583

TOTAL FUND BALANCES

583

583

TOTAL LIABILITIES AND FUND BALANCES $

583

583

See Accountant's Audit Report & Notes Which Accompany These Financial Statements
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TOWN OF GARVIN, OKLAHOMA

EXHIBIT J

COMBINING STATEMENT OF REVENUES, EXPENDITURES & CHANGES IN FUND BALANCE - MODIFIED CASH BASIS

REVENUES:
Taxes:
Sales Tax
Franchise Tax
Intergovernmental:
Alcoholic Beverage Tax
Gasoline Excise Tax
Motor Vehicle Tax
Grants
Fines & Forfeitures
Miscellaneous Income
Interest Income

TOTAL REVENUES

EXPENDITURES:
Current:
Personal Services

Maintenance & Operations

Capital Outlay

Debt Service - Principal & Interest

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)

EXPENDITURES

OTHER FINANCING SOURCES (USES):

Operating Transfers In
Operating Transfers Out
Capital Debt Proceeds

TOTAL OTHER FINANCING SOURCES (USES)
NET CHANGES IN FUND BALANCES

FUND BALANCE - BEGINNING OF YEAR
FUND BALANCE - PRIOR YEAR ADJUSTMENT

FUND BALANCE - END OF YEAR

NONMAJOR GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Nutrition
Center

Total
Nonmajor
Governmental
Funds

548

548

36

548

36

583

$ 583

See Accountant's Audit Report & Notes Which Accompany These Financial Statements

34



