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INDEPENDENT AUDITOR'S REPORT

Certified Public Accountants

me
e

January 27, 2019

Honorable Board of Town Commlssmners
Town of Ramona
Ramona, Ckiahoma

Report on the Financiai Statements

‘We have audlted the accompanymg modified cash bams fmanc:lai statements of the governmental actmtles the
business-type activities, each major fund, and the aggregate remaining fund information prepared on a modified cash .
- basis of the Town of Ramona, Oklahoma, (Town) as of and for the year ended June 30, 2018, and the related notes to
the financial statements which collectlvely compnse the Town's basic financial statements as Ilsted in the table of -
contents, :

Management’s Responsibility for the Financiai Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
the modified cash basis of accounting described in Note 1; this includes determlnlng that the modified cash basis of
accounting is an acceptable basis for the preparation of the financial statements in the circumstances, Managementis
also responsible for the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to error or fra ud.

Auditor's Responsibility

Our respon5|bll|ty is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the comptroller General of the United
States. Those standards require that we plan and perform the audit to obtaln reasonable assurance about whether the
financial statements are free from materlal misstatement. :

An audit involves performing procedures to obtain audit ewdence about the amounts and dlsclosures in the t“ nancial
statements, The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstantes, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentatlon of the financial
statements, :

We belleve that the audlt ewdence we have obtained is sufficient and approprlate to provide a basis for our audit
opinions.:

1

Members of American Institute and Oklahoma Sociely of CPA's
Serving Our Clignls Since 1960




Town of Ramona
January 27, 2019

Opinions

Inour opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position—modified cash basis of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Town of Ramona, Oklahoma as of June 30, 2018, and the respective
changes in financial position—modified cash basis, thereof for the year then ended in accordance with the basis of
accounting as described in Note 1. ,

Basis of Accounting

We draw attention to Note 1 of the financial étatements, which describes the basis of accounting. The financial
statements are prepared on the modified cash basis of accounting, which is a basis of accounting other than
accounting principles generally accepted in the United States of America. Our opinion is not modified with respect to
that matter. :

Other Matters
Disclaimer of Opinion on Supplemen fary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Town of Ramona, Oklahoma’s basic financial statements. The budgetary comparison information on page 26 and
notes on page 27, which are the responsibility of management, are presented for purposes of additional analysis and
are not a required part of the basic financial statements, Such information has not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or
provide any assurance on it ' '

Other Reporting Required by Government Auditing Standard's‘

- In accordance with Government Auditing Standards, we have also issued our report dated January 27, 2019, on our
consideration of the Town's internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the Town's
internal contro! over financial reporting and compliance. :

CBEW Professional Group, LLP o
Certified Public Accountants




TOWN OF RAMONA
STATEMENT OF POSITION
MODIFIED CASH BASIS
June 30, 2018

Primary Government

Governmental ‘Business-Type
Activities Activities Total
Assets:
Cash & cash squivalents (Note 1) $ - 93255 § - 3 93,255
investments 28,727 - 28727
Due toffrom others - - -
Restricted assets:
Insurance deposit 2,799 - 2,799
Bond fund/cash & investments - ’ 126,981 126,981
Cash, customer meter deposits - 73,095 73,005
Capital assets:
Land and non-depreciable assets 41,054 115,500 156,554
Depreciable buildings, property, equipment and
infrastructure, net of depreciation (Notes 1 & 2) 297,109 2,799,332 3,096,441
Total assets 5 462944 § 3,114,908 $ 3,577,852
Deferred outflows of resources:
Deferred amounts related to pensions - - -
Total deferred outflows - - -
Liabilities:
Current liabilities:
Payroll and sales taxes payable $ - $ 459 § 459
Cash overdraft - 7,747 7,747
Customer meter deposits - 73,095 73,095
Leases payable 7,954 - 7,054
Bonds payable - 100,000 100,000
Mortgages and notes payabie (Note 2) - 9,105 9,105
Non-current liabilities: . .
Leases payable 16,122 ' - 16,122
Bonds payable - 2,130,000 2,130,000
Mortgages and notes payable (Note 2) - 2,657 2,657
Total liabilities 24,076 2,323,083 2,347,139
Deferred inflows of resources:
Deferred amounts related to pensions - - -
Total deferred inflows - - -
Net position:
Net investment in capital assets 314,087 673,070 987,157
Restricted 111,233 126,981 238,214
- Unrestricted 13,548 (8,206} . 5,342
Total net position % 438,868 $ 791,845 § 1,230,713

The accompanying notes are an integral part of the basic financial statements.
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TOWN OF RAMONA

STATEMENT OF REVENUES, EXPENSES

AND CHANGES IN NET POSITION

MODIFIED CASH BASIS
Year Ended June 30, 2018

Program Revenhues

: Operating - Capital Net
Charges for Grants and Grants and (Expense)/
Functions/Programs Expenses Services Contributions Contributions Ravenue
Governmental activities:
General government; C
Town clerk $ 34848 § $ - § - % {34,648)
Town treasurer 15,167 - - {15,167)
General government - - - -
Total general government 49,815 - - (49,815)
~ Public safety and judiciary: : ’
Town attorney 9,790 - - (9,790)
Animal contral 324 - - - {324)
Fire 17,680 18,168 - - 488
Municipal court 2,750 24,273 - - 21,623
Police ' 106,897 5,000 - - {101,897)
Total public safety and judiciary 137 441 47,444 - - (90,000)
Cultural, parks and recreation: ’ o
Cemetery ) 17,372 . 16,061 ) - - (1,311)
Total culiural, parks and recreaticn 17,372 16,061 ’ - - (1,311}
Unallocated depreciation 42,613 : I - - {42,613)
Total governmental activities: 247 241 83,502 - - - (183,739) -
Business-type activities .
Water service 1,032,396 662,255 - - (370,141} .
Gas utility 217,860 539,751 - - 321,791
Sewer service 60,216 - 152,344 - - 92,128
Solid waste disposal 54,065 195,429 - - 141,364
Emergency fund -, 11,896 - - 11,896
Financing costs 86,543 - - - (86,543)
Unallocated depreciation 110,751 - - - (110,751)
Total business-type activities 1,561,931 - 1,561,675 ) - - T (286).
Total $ 1,800,172 . % 1625177 % - § -5 (183,995)
Net (Expense) Revenue
and Changes In Net Position
Governmental  Business-Type ]
- Activities Activities Total
Net {expense)irevenio (183,739) (256) {183,995)
Genaral revenues:
Taxes:
Sales and use faxes 57,736 - 57,736
Franchise taxes 8,066 - 8,066
Cigarelte taxes 678 - 678
Alcohol baverage tax 1,597 - 1,697
Motor vehicle tax 3,457 - 3,457
(Gas excise taxes 1,026 - 1,026
Investment eamings 426 792 1,218
Donationg 10,000 - 10,000
Miscellaneous 3,493 - 3,493
Transfers 52,122 (52,122) -
Total general revenues and transfers 139,501 (51,330) 88,171
Change In net posltion (44,238) (61,586) (95,824
Net position - beginning of year 490,021 939,938 1,429,959
Prior perled adjustment {6,915) (96,507) {103,422)
Net position - end of year 3 438,868 § 791,845 § 1,230,713

The accompanying notes are an integral p
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Assets:

Cash & cash equivalents

investments

Due from others

Restricted assets:
Insurance deposit

Total assets

Liabilities:
Payroll taxes payable
Due to others

Total liabilities

Fund balance:
Restricted for:
Cemetery
Fire
Police
Unassigned

Total fund halance

Total liabilities and

fund balance

The accompanying notes are an integral part of the basic financial statements.

TOWN OF RAMONA
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
GOVERNMENTAL FUNDS
. MODIFIED CASH BASIS
June 30, 2018
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General
Fund

93,255
28,727

2,799

124,781

87,716
19,399

4118
13,548

124,781

124,781




: TOWN OF RAMONA
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE TO
THE GOVERNMENT-WIDE STATEMENT OF NET POSITION
MODIFIED CASH BASIS
June 30, 2018

Total Fund Balances - Total Governmental Funds $ 124,781

Amounts reported for governmental activities in the statement of net position are
different because:

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds, These liabilities consist of:

Leases payable _ ' (24,076)

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. These assets consist of;

Land o % 5,200
Oid gas system- 35,854
Building 373,086
Improvements 50,634
Equipment 488,796
Less: Accumulated Depreciation (615,387)
338,163

Net position of governmental activities _ :
' $. 438,868

The accompanying notes are an integral part of the basic financial statements.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

Revenues:
Charges for services
Cigarette taxes
Donations
Interest
Franchise taxes
Gasoline excise taxes
Grants
intergovernmental programs
Fines and forfeits
Rental receipts
Licenses and permits
Lot sales
Miscellaneous revenue
Sales and use taxes

Total revenues

Expenditures:
Current:
General government
Public safety '
Cultural and recreational
Debt service:
Principal
Interest
Capital outlay
Total expenditures -

Excess of revenues over {(under)

expenditures

Other financing uses:
Lease proceeds
Operatling transfers in (out)

Excess of revenues over (under)

expenditures & transfers

Fund balance - beginning of year

Prior period adjustment

Fund balance - end of year

The accompanying notes are an integral part of thé basic financial statements.

TOWN OF RAMONA
GOVERNMENTAL FUNDS

MODIFIED CASH BASIS
Year Ended June 30, 2018
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General
Fund

23,168
678
10,000
426
8,965
1,026

5,054
24,273

16,061
3,493
57,736

150,881

49815
136,902
17,372

7.263
539
21271

233,162
(82,281)

21,271

52,122

(8,388)
161,079

(27,410)

124,781




TOWN OF RAMONA,

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE TC THE GOVERNMENT-WIDE STATEMENT OF REVENUES, EXPENSE AND CHANGES IN NET
POSITION
MODIFIED CASH BASIS

Year Ended June 30, 2018

Net Change in Fund Balances - Total Governmental Funds . $ (8,888)

Amounts reported for governemental activities in the Statement of Activities are
different because:

Governmental funds report new leases as revenles, ' However, in the statement of activities_ '
the leases are reported as a leng-term liability. 21,271)

Governmental Funds report capital ouilay as expenditures. However, in the
Government-Wide Statement of Activities, the cost of those assets is allocated
over their estimated useful lives as depreciation expense. This is.the amount of
capital assets recorded in the current period. - 21,271

Governmental Funds report note and lease payments as expenditures. However, in the
Government-Wide Statement of Activities, the principal paid on that liability is applied _
against the liability. This is the amount of principal recorded in the current period. ' 7,263

Depreciation expense on capital assets is reported in the Government-Wide
. Statement of Activities, but they do not require the use of current financial resources.
Therefore, depreciation expense is not reperted as expenditures in Governmental Funds.

reported as expenditures in Governmental Funds, : (42,613)
Change in Net Position of Governmental Activities - - % (44,238)

The accompanying notes are an integral part of the basic financial statements.
8




TOWN OF RAMONA
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
MODIFIED CASH BASIS
June 30, 2018

Business-type Activities - Enterprise Funds

Assets:
Cash-and investments:
Cash & cash equivalents (Note 1)
Due from others
Restricted assets:
Bond fund/cash & investments
Cash, customer meter depcesits {Note 1) -

Capital assets:
Land.& construction in process .
Depreciable buildings, property and equipment,
net of depreciation (Notes 1 & 2)

Total assets.

Liabilities:
Current liabilities:
Payroll and sales taxes payable
Cash overdraft
Customer meter deposits
Due to general fund
Bonds payable
Mortgages and notes payable (Note 2)
Non-current liabilities:
Bonds payable
Mortgages and notes payable (Note 2)

Total liabilities
Net position:
Net investment in capital assets
Restricted

Unrestricted-

Total net position

The accompanying notes are an integral part of the basic financial statements.
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Ramona
Public Works
Authority

126,081
73,085

115,500

2,799,332

$ 3,114,908

$ 459
7,747
73,005

100,000
9,105

2,130,000
2,657

2,323,063

873,070
126,981
(8,206)

$ 791,845




STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

Business-type Activities - Enterprise Funds

Revenues: .
Water revenue
Gas revenue
Sewer revenue
‘Solid waste revenue
Emergency fund
Miscellaneous revenue

Total revenues

Operating expenses:

Gas utility

Water service

Sewer service

Selid waste disposal

Emergency. fund

Depreciation expense

Total operating expenses

Income before non-operating revenues,
expenses & transfers :

Non-operating revenues (expenses):
Grant revenue
Interest revenue
Interest expense
Total
Income (loss) before operating transfers
Transfers in (out)
Change in net position
Net position at beginning of year

Prior period adjustment

Net position at end of year

The actompanying notes are an integral part of the basic financial statements.

TOWN OF RAMONA
PROPRIETARY FUNDS

MODIFIED CASH BASIS
Year Ended June 30, 2018
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Ramona
Public Works

Authority

662,255
539,751
152,344
195,429

11,896

1,561,675

217,960
1,032,396
60,216
54,065

110,751

1,475,388

86,287
792
(86,543)

(85,751)

536

(52,122)

(51,586)
939,938
(96,507)

791,845




TOWN OF RAMONA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
MODIFIED CASH BASIS
Year Ended June 30, 2018

Business-type Activities - Enterprise Funds

Ramona
Public Works
Authority
Cash flows from operating activities:
Cash received from customers & service users $ 1,661,675
Cash payments for goods & services & employees (1,366,702)
Other operating revenues -
Net cash provided by operating activities 194,973
Cash flows from noncapital financing activities:
Operating transfers out to other funds (562,122)
Operating transfers in from other funds -
Change in meter deposits 10,395
Change in due to/from accounts -
Net cash provided {used) for noncapital
financing activities (41,727)
Cash flows from capital and related financing activities;
Acquisition & construction of capital assets (2,300)
Grant revenues -
Principal paid on debt (102,841)
Interest pald on debt _ (86,543)
Net cash provided {used) for capital and
related financing activities {191,684)
Cash flows from investing activities:
Interest on investments 792
Net cash provided by investing activities 792 -
Net increase (decrease} in cash & cash-equivalents (37,646)
Cash and cash equivalents - beginning of year 229,975

Cash and cash equivalents - end of year

Reconciliation of operating income to net cash
provided by operating activities:

Operating income $ 86,287
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation 110,751
Change in assets andliabilities:
Increase (decrease) in payroll and sales tax payable (2,085)

Total adjustments 108,686

Net cash provided by operating activities $ 194,973

The accompanying notes are an integral part of the basic financial statements.
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1.

TOWN OF RAMONA
Ramona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Ramona, Oklahoma (Town) accounting policies and financial statement presentation conform to the
modified cash basis of accounting, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United -States of America (GAAP) as applicable to governments. The modified cash
basis of accounting is based on the recording of cash and cash equivalents and changes therein, and only
recognizes revenues, expenses, assets and liabilities resulting. from cash transactions adjusted for modifications

~ that have substantial support in generally accepted accounting principles and are recommended by the

Government Financial- Officers Association (GFOA) small government annual financial report model. The
Governmental Accounting Standards Board (GASB) is responsible for establishing GAAP for state and local
governments through its pronouncements (Statements and Interpretations).

As a result of the use of this modified cash basis of accounting, certain assets and their related revenues (such as
accounts receivable and revenue for billed or provided services not yet collected, and accrued revenue and
receivables) and certaln liabilities and their related expensés (such as accounts payable and expenses for goods
or services received by not yet paid, and accrued expenses and liabilities, including pension liabilities) are. not
recorded in these financial statements.

If the Town utilized the basis of accounting. recognized. as-generally accepted by GASB, the gov'ernment-wide
financial statements would be presented on the accrual basis of accounting, the governmental funds would utilize
the modified accrual basis of-accounting; and the proprietary funds would utilize the accruai basis of accounting.

The more significant accounting policies established in the modified cash basis of accounting and used by the
Town as well as a further descrlptlon of departures from governmental GAAP are discussed below.

A. Reporting Entity

The Town- of Ramcna, Oklahoma was organized under the-statutes of the State of Oklahoma. The Town
operates under a council form of government and is governed by a five-member board of commissicners.
The commissioners elect the mayor from their own body. The Town provides the following services as
authorized by its:charter: general government, publlc safety (flre and police), streets, public works (gas, water,
sewer, and refuse), judicial, health and social serviees, culture, parks.and recreation, public improvements,
and planning and zenhing for the geographical area organized as the Town .of Ramona, Oklahoma,

As required by generally accepted accounting principles, these financial statements present the activities of
the Town and its compenent units, entities for which the Town is considered-to be financially accountable.
Blended component units, although iegally separate entities are, in substance, part of the Town's operations
and so data from these units are combined with the data of the primary government.

Blended Component Units:

The Ramona Public Works-Authority (PWA) was created pursuant to a TFrust Indenture dated March 8, 1966
to provide improvements to the natural gas system and facilities for the benefit of the Town of Ramona,
Oklahoma. The public works systems owned by the Town have been leased to the Trust. The PWA is a
public trust and an agency of the State of Oklahoma under Title 60, Oklahoma Statutes, and is governed by a
board con5|st|ng of five trustees identical with the Town Caouncil. The PWA is exempt from state and federal
Income taxes. The PWA is reported as an enterprise fund.

12




1.

TOWN OF RAMONA
Ramona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation — Fund Accounting

The Town's basic financial statements consist of government-wide statements, including. a statement of net
position and a statement of revenuss, expenses and changes in net position, and fund financia! statements,
which provide a more detailed level of financial information. Basis of accounting determines when
transactions are recorded in the -financial records and reported on'the financial statements. Government-wide
financial statements are normally prepared using the accrual basis of accounting but the Town of Ramona’s
presentation is on a modified cash basis.

Government-wide Financial Statements — The statement of net position and the statement of revenues,
expenses and changes in net position display information about the Town as a whole. These statements
include the financial activities of the primary government, except fiduciary funds. The statements distinguish
between those activities of the Town that are govemmental and those that are considered business-type
activities. '

The statement of net position presents the financial condition of the governmental and business-type activities
at year-end. The statemént of revenues, expenses and changes in net position presents a comparison
between direct expenses and program revenues for-each program or function of the- Town's governmental
activities and for the business-type activities -of the Town. Direct expenses are those that are specifically -
associated with a service, program or department and therefore clearly-identifiable to a particular function.
Program. revenues include charges paid by the recipient of the goods or services offered by the program,
grants and contributions that are restricted to meeting the operational or. capital requirements of a. particular
program and interest earned on program revenues are presented as general revenues of the Town, with
certain limited exceptions. The comparison of direct expenses with program revenues identfifies the extent to

~ which sach business segment or governmental function is self-financing or draws.from the general revenues

of the Town.

Fund Financial Statements - During the year, the Town segregates transactions related to certain Town
functions or activities in separate funds in order to aid- financial management and to demonstrate legal
compliance. Fund financial statements are designed to present -financial information of the Town at this more
detailed-level. The focus of governmental and enterprise fund financial statements is on major funds. Each
major-fund 'is presented in a-separate column. Non-major funds are aggregated and presented in a single
column. Fiduciary funds are reported by type. '

Fund Accounting — The accounts of the Town are organized and operated on the basis of funds. A fund is
an independent fiscal accounting. entity with a self-balancing set of accounts. Fund accounting segregates
funds according to their intended purpose and is used to aid manhagement in demonstrating compliance with
finance-related legal and contractual provisions. There are three categories of funds: governmental,
propristary and fiduciary. :

13




1.

TOWN OF RAMONA
Ramona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 20, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation -~ Fund Accounting (Continued)

Governmental Funds - are used to account for the government's general government activities. The Town of
Ramona presents its governmental activities-on the modified cash basis of accounting rather than generally
accepted-accounting principles (GAAP). GAAP requires that governmental fund types would use the flow of

- current financial reseurces measurement-focus and the modified accrual basis of accounting. Under that

basis of accounting, revenues would be recognized when susceptible to accrual {i.e., when they become
measurable and available). “"Measurable" means the amount of the transaction can be. determined and
"available" means collectible within the current period or soon enough thereafter to be used to pay liabilities of
the current period. GAAP provides that all revenues are available if they are collected within 60 days after
year-end. For GAAP, expenditures would be recorded when the fund liability is incurred with certain
exceptions (general long-term debt and certain compensated absences, claims and judgments): The Town of
Ramona records governmental fund expenditures as they are paid rather than when the obligation is incurred
and revenues when received.

Sales and use taxes, cigarette taxes, gasoline excise taxes and motor vehicle taxes collected and held by the
state and county at year-end on behalf of the City are susceptible to accrual under GAAP but are not
recognized as revenue until received under the modified cash basis. Other receipts and taxes (franchise:
taxes, licenses, efc.) are recognized as revenue when received by the government.

Entitements and -shared revenues are recorded at the time of receipt. Expenditure driven grants are
recognized as revenue when the quallfylng expenditures have been incurred and all other grant requirements
have been met.

The following is the Town's major governmental fund:

General fund =‘is the main operating fund of the Town. It accounts for.all financial resources of the
general government, except those required to be accounted for in another fund.

Proprietary funds — Proprietary funds are classified as enterprise funds. For GAAP purposes these funds
are generally accounted for on'the flow of ecenomic resources measurement focus and use the accrual basis
of accounting. "Under this method, revenues are.recorded when earned and expenses are recorded at the
time liabilities are incurred. In the Town's modified cash basis financial statements revenues are recorded
when received and expenditures are recorded when paid with the exception of payroll taxes withheld and other

‘withholdings which the Town recerds as a modification to the cash basis of accounting.

Enterprise Funds — are used to account for those operations that are financed and operated in a manner
similar to private business where the intent of the governing body is for the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges, or where the governing body has decided that the determination of
revenues eamed, costs incurred and/or.net income is necessary for capital maintenance, public policy or
management accountability. The following is the Town’s major Enterprise fund:

Ramona Public Works Authority — accounts for the operations of providing public works (water, sewer, gas
distribution systems and refuse) to the Town,

There are no other enterprise funds of the Town to be considered non-major funds.
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TOWN OF RAMONA
Ramona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June-30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Assets, Liabilities and Equity

1.

Deposits and Investments

Oklahoma Statutes authorize the Town to invest.in certificates of deposit, repurchase agreements,
passbooks, bankers' acceptances, and other available bank investments provided that all deposits are
fully covered by approved securities pledged to secure those funds. In addition, the Town can invest in
direct debt securitiss of the United States unless law expressly prohibits such an investment.

For financial statement presentation and for purposes of the statement of cash flows, the Town's cash and
cash equivalénts are considered to be cash on hand, demand deposits and certificates of deposit with a
maturity date of three months or less. Debt instruments with a maturity date of more than three months
are considered to be investments. Investments are stated at cost.

Restricted Cash and Investments

The -restricted cash and investments are -the result of financial requirements-of two promissory notes
betwean the Ramona Public Works Authority and the United States Department of Agriculture, Rural
Development and consist of funds held in a Debt Service Fund, Reserve Fund-Water, Reserve Fund-Gas
and a Maintenance Reserve Fund. Under the terms and provisions of the promissory notes, these special
funds are mairtained with the Trustee bank for the benefit of the holders of the notés. These funds-are to
be maintained so long as the notes are outstanding. Monies contained in.the funds held by the Trustee
are required to be continuously invested in authorized securities that mature not later than the respective
dates when the-funds shall be required for the purpose intended by the notes.

Fair Value of Financial Instruments

The Town's financial instruments include cash and cash equivalents, investments; accounts receivable
and accounts payable. The Town's estimates of the fair value of all financial instruments do not differ
materially from the aggregate carrying values of its financial instruments recorded in the accompanying
statement of net position. The carrying amount of these financial lnstruments approximates fair value
because of the short maturity of these instruments.

Estimates

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

Receivables and Payables

Transactions between funds that are representative of lending/borrowing arrangements outstanding at the
end.of the fiscal year are referred to as "due from other/due to other funds”.

Inventories
Inventories in both governmental funds and proprietary funds normally consist of minimal amounts of

expendable supplies held for consumption, The costs of governmental fund type and proprietary fund
type inventaries are recorded as expenditures when purchased rather than when consumed.
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TOWN OF RAMONA
Ramona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued
C. Assets, Liabilities and Equity (continued)

7. Capital Assets

General capital assets are those assefs not specifically related to activities reported in the proprietary
funds. These assets generally result from expenditures in the governmental funds. These assets are
reported in the governmental activities column of the government-wide statement of net position but are
not reported in the fund financial statements. Capital assets utilized by the proprietary finds are reported
in the business-type activities column of the government-wide statement of net position and in the
respective funds. All capital assets are capitalized at cost (or estimated historical cost) and updated for
additions and retirements during the year. . Donated fixed assets are recorded at their fair market values
as of the date received. The Town maintains a capitalization threshold of $1,000. The Town's
infrastructure consists, of roads, bridges, culverts, curbs and gutter, streets and sidewalks; drainage
system, lighting systems and similar assets that are immovable and of value only to the Town. Such
infrastructure assets acquired after July 1, 2003 are capitalized in accordance with the requirements of
GASB 34. Improvements -are capitalized; the costs of normal maintenance and repairs that do not add
value of the asset or materially extend an asset's life are not capitalized. Major outlays for capital assets
and improvements are capitalized in proprietary funds as projects are constructed. Interest incurred
during-the construction phase of proprietary fund capital assets is reflected in the capitalized vaiue of the
asset constructed, net of interest earned on the invested proceeds over the same period.

All reported capital assets are depreciated except for land and construction in progress. Improvements
are depreciated over the remaining useful lives of the related capital assets.

Depreciation is computed using the straight-line method over the following estimated useful lives:

Governmental Business-Type
) Activities Activities

_ Description .. Estimated Lives . . . Estimated L:ves
Building Improvements™ B 40~ 100 years- 40 -100 years
Equipment ' ~ 5-100 years 5 - 100 years
Water System ' 10 - 40 years 10 -40 years
Gas System ' 10 - 40.years- : 10 - 40 years
Sewer System - _ 10 - 40 years 10 - 40 years

Compensated Absences

It is the Town's policy to permit employees to accumulate earned but unused sick time. Full-time regular
employees are granted vacation and sick leave benefits in varying amounts to specified maximums
depending on tenure with the Town. Vacation time is not carried over from year to year. The Town has
not accrued compensated absences because the amount, if any, would not be material to the financial
statements. :
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TOWN OF RAMONA
Ramona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

9.

10.

Long-term Obligations

The accounting and reporting treatment applied to. long-term liabilities associated with a fund are
determined by its measurement focus. All governmental fund types are accounted for on a spending
"financial flow" -measurement focus. This means that only current assets and current liabilities are
generally included on-their balance sheets. Their reported flnd balance (net current assets) is considered
a measure of "available spendable resources”. Governmental fund operating statements - present
increases (revenues and other financing sources) and decreases (expenditures and other financing uses)
in net current assets. Accordingly, they are said to present a summary of sources and uses of "available
spendable resources" during a period. Afl proprietary funds are accounted for on a cost of services or
"capital maintenance” measurement focus. This means that all assets and liabilities (whether current or
non-current) associated.with their activity are included on théir balance sheets. Therefore, long-term debt
and other obligations financed by proprietary funds are reported as liabilities in the appropriate furids.

Net Position/Fund Balances

in the government-wide financial statement, net position represents the difference between assets and
liabilities. Net investment in capital assets, consists of capital assets; reduced by the outstanding
balarices of any borrowing used for the acquisition, construction, or improvement of those assets. Net
position is reported as restricted when limitations on its use change the nature or normal understanding of
the availability of the asset. Such constraints are either externally imposed by creditors, contributors,
grantors, laws or other governments, or are imposed by law through- constitutional provisions. or enabling
legislation,

In the fund financial statements, governmental funds report the hierarchy of fund balances. The hierarchy
is based primarily on the degree of spending constraints placed ‘upon use of resources for specific
purposes versus availability of appropriation. An important distinction that is made in reporting fund
balance is between amounts that are considered non-spendable (i.e., fund balance associated with assets

- that are not in-spendable form, such as inventories or prepaid items, Iong -term portions of loans and notes

receivable, or items that are legally required to-be maintained-intact (such as the.corpus of a permanent
fund)) and those that are spendable (such as fund balance associated with cash, investments or
receivables).

Amounts in the spendéb!e fund balance category are further classified as restricted, committed, assigned
or unassigned, as appropriate.

Restricted fund balance represents amounts that are constrained either externally by creditors (such
as debt covenants), grantors, contributors or laws or regulations of other governments; or by. law,
through constitutional provisions or enabling legislation.

Committed fund balance represents amount that are useable only for specific purposes by formal
action of the government's highest level of decision-making authority. Such amounts are not subject
to legal enforceability (like restricted amounts), but cannot be usedfor any other purpose unless the
government removes or ¢hanges the limitation by taking action similar to that which imposed the
commitment. The Town Ordinance is the highest leve! of decision-making authority of the Town.
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TOWN OF RAMONA
Rameona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2018

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Assets, Liabilities and Equity (Continued)
10. Net Position/Fund Balances (Continued)

Assigned fund balance represents amounts that are intended to be used-for specific purposes, but

are neither restricted nor committed. Intent is expressed by the goveming body itself, or a

subordinated high-level body or official who the governing body has delegated the authonty to-assign

amounts to be used for specific purposes. Assigned fund balances includes all remaining spendable

amounts (except negative balances) that are reported in governmental funds ofher than-the general

fund, that are neither restricted nor committed, and amounts in the general fund that are intended to
" be used for specific purpose in accordence with the provisions of the standard.

Unassigned fund balance is the residual classification for-the general fund: It represents the
amounts that have not been assigried to other funds, and that have not been restricted, committed, or
assigned to specific purposes within the general fund.

11. Resource Use Policy

Itis-in the Town's policy for all funds that when an expenditure/expense is incurred for purposes for which
both restricted and unrestricted resources, including fund balances, are available, the Town considers
restricted amounts to be spent first before any unrestricted amounts are used. Furthermore, it is the
Town's policy that when an expenditure/expense is incurred for purposes for which committed, assigned,
or unassigned resources, including fund balances, are available, the Town considers committed amounts
to be spent first, followed by assighed amounts and lastly unassigned amounts.

2. DETAILED NOTES CONCERNING THE FUNDS"
A, Deposits and Investments -
Custodial Credit Risk

At June 30, 2018, the Town held deposits of approximately $317,110 at financial Institutions. The Town's
cash deposnts rnc[udlng interest-bearing certificates of deposit, are entirely covered by Federal Depository

~ Insurance (FDIC) or direct obligation of the U.S. Government msured or collateralized with securities held by
the Town or by its agent in the Town's name.

Investment Interest Rate Risk

The Town does not have a formal investment polrcy that limits investment maturities as a means of managing
its exposure to fair value Iosees arising from ingreasing interest rates.

Investment Credit Risk
The Town has no policy that limits its investment choices other than the limitation of state law as follows:

a. Direct obligations of the U.S. Government, its agencies and instrumentalities to which the full faith and
credit of the U.S. Government is pledged, or obligations to the payment of which the full faith and
credit of the State is pledged.

b. Certificates of deposits or savings accounts that are either insured or secured with acceptable
collateral with in-state financial institutions, and fully insured certificates of deposit or savings accounts
in out-of-state financial institutions.
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TOWN OF RAMONA
Ramona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2018

2. DETAILED NOTES CONCERNING THE FUNDS (Continued)
A. Deposits and Investments (Continued)

c. With certain limitation, negotiable certificates of deposit, prime bankers acceptances, prime
commercial paper and repurchase agreements with certain limitations,

d.  County, municipal or schoal district tax supported debt cbligations, bond or revenue anticipation notes,
money judgments, or bond or revenue anticipation notes of public trusts whose beneficiary is a

" county, municipality or school district.

e. Notes or bonds secured by mortgage or frust'deed insured by the Federal Housing Admmlstrator and-
debentures issued by the Federal Housing Administrator, and in obhgatlons of the National Mortgage
Assaociation: :

f. Money market funds regulated by the SEC and in which investments consist of the mvestments
mentioned in the pravious paragraphs {a.-d.). '

The investments held at June 30, 2018 are as follows:

Maturity Credit Market

Type . - (Months)’_ _ Rating Value Cost
Investments : Ny
CDs : N/A _ N/A _ 28,727 . 28,727

Tota! Investmenis 7 ' $ - 28,727 28,727
Concentration of Investment Credit Risk

The Town places no limit on the amount it may invest in any one issuer. The Town has the following credit
risk: 100% in Certificates of Deposit ($28,727).
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TOWN OF RAMONA
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NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2018

2. DETAILED NOTES CONCERNING THE FUNDS (Continued)
B. Capital Assets

The Governmental capital asset activity for the year ended is as follows:

. : : Balance Balance
Governmental Activities: 6/30/2017 Additions Disposals 6/30/2018
Non-depreciable assets: : :
Land . $ 5200 $ - 3 - 8 5,200 -
0ld gas system o . 35854 - - 35,854
Total non-depreciable assets - 41,054 - - S 41,054
Depreciable assets: ' :
Building ‘ 373,066 - = 373,066
Improvements : 50,634 - _ - 50,634
Equipment 467 525 21,271 - 488,796
Total depreciable assets 891,225 21270 - 912,496
Less accumulated depreciation .
Building (112,799) (9,327) - (122,126)
Improvements- : (44,343) (1,164) - {45.507)
Equipment _ : {415,632) (32,122) - (447 754)
Total accumulated depreciation (572,774) {42,613) - (615,387)
Net governmental activities capital assets-  § 359,505 $ {21,342) $ - . $  338,163.
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TOWN OF RAMONA
Ramona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS

June 30, 2018

2. DETAILED NOTES CONCERNING THE FUNDS (Continued)

B. Capital Assets (Continued)

The Business-Type capital asset activity for the year ended is as follows:

' , Balance : Balance
Business-Type Activities: - 6/30/2017 Additions Disposals 6/30/2018
Non-depreciable assets: o

Land $ 115,500 - % - % 115,500
Censtruction in process - - - -
Total non-depreciable assets 115,600 - - 115,500
Depreciable assets: :
Water system 1,166,485 - - 1,166,485
Gas system 98,131 - - 08,131
Sewer system 2,489,272 - - 2,489,272
Solid waste disposal 200,872 - - 209,872
Buildings 1,761 - - 1,761
Equipment 191,052 2,300 .- 193,352
Total depreciable assets 4,156,673 2,300 - - - 4,158,873
Less accumulated depreciation: _
Watsr system (347,942) (29,748) - (377.688)
Gas system {61,493) {3,925) - {65,418)
Sewer system (611,244) {55,317} - (666,561)
Solid waste disposal (109,215) (7,300) - (1186,518)
Buildings (1,761) - - {1,761)
Equipment (117,135) (14,483) - {131,598)
Total accumulated depreciation - {1,248,790) {110,751) - (1,359,541)
. Net business-type activities capital assets $ 3,023,283 % (108,451) & - $ 2914832

Depreciation expense was charged to unallocated depreciation and not charged as a direct expanse of the

various programs.

C. Inter-fund Receivables and Payables

The following schedule reflects the Town's inter-fund due from and due to cther funds:

General Fund
Ramona Public Works Authorlty
Total all funds

Due
From

Due
To
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TOWN OF RAMONA
Ramona, Oklahoma

NOTES TO THE BASIC FINANCIAL STATEMENTS
June 30, 2018

2. DETAILED NOTES CONCERNING THE FUNDS (continued)
D. Long-term Debt

The Town is not obligated in any manner for the debt of its component units. The following is a summary of
_ long-term debt transactions of the proprietary fund:

Balance Balance
June 30, _ June 30,
2017 Additions Reductions 2018
John Deere Financial 3 19604 § - § 7,842 % 11,762
Bank of Oklahoma 2,325,000 - _ 95,000 2,230,000
Total $ 2344604 % ' - $ 102,842 % 2,241,762

Long-term debt consists of:

The Au_thority'issued a note payable to the Bank of Oklahoma for the purchase of assets, payoff of loans’
and work on the lagoon in the amount of $2,500,000. The note is payable in twenty annual installments
plus interest at 3.0% and are due March 2016.t6 March 2035. '

On June 18, 2014, the Authority issued a note payable-to John Deere Financial for the purchase of an
excavator. Interest is 4% on the note and late payment charges if necessary. Payments are $784.14 for
80 months. The note is secured by the property purchased.

The annual debt service requirements to maturity are as follows:

Year Ending
June 30, Principal Interest Totals
2019 $ - 109,105 . 82,500 % 191,605
2020 - 102,657 79,215 181,872
2021 - 105,000 76,195 181,195
2022 ' 110,000 73,570 183,570
2023 110,000 70,545 180,545
2024-2028 - 620,000 286,921 916,921
2029-2033 740,000 171,822 . 911,822
2034-2035 . - 345,000 22,360 367,360
Total $ 2,241,762 % 873,128 § 3,114,890

E. Capitalized Leases

The Town has entered into a capitalized lease for the acquisition of a police car. The lease agreements met
the criteria of a capital lease as defined by GASB No. 62, which defines a capital lease generally as one which
transfers benefits and risks of ownership to the lessee. Capital lease payments have been reclassified and
are reflected as debt service expenditures in the financial statements for the governmental funds. These
expenditures are reported as expenditures on the fund financial statements,
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June 30, 2018

2. DETAILED NOTES CONCERNING THE FUNDS (continued)
E. Capitalized Leases (Continued)
The capital leases are described below.

(1)} Lease payable to Arvest for the lease purchase of a police car. Monthly payments

of $510,86 plus interest at 2.54%. 4,083
(2) Léase payable to American Bank of Oklahoma for the lease purchase of a pumper truck.
Monthly payments of $403.33 plus interest at 5.13%. _ 7 20,013 .

Total | $_ 24078

The following is a summary of capitalized lease transactions for the year.’

Balance ' Paymenis Balance
~July 1, ~ and . June 30,
. 2017 Additions Cancellations 2018

Capital [ease.obligations $ - 10067 $ 21,271 § 7262 $ 24,076

The annual debt service requirements to maturity, including principal and interest, for leases are as follows:

Year Ending _ : ,

June 30, _ Principal - Interest Total
2019 $ 7,954 $ ' 988 $ 8,942
2020 4,109 731 4,840
2021 : 4,324 516 4,840
2022 4,552 288 4,840
2023 : 3,137 _ 60 3,197
Total $ 24076 § . 2583 % ' 26,659

3. OTHER INFORMATION
A. Risk Management

The Town is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and- cmissions; mjurles to employees; employee health benefiis;-and natural disasters. The Town
purchases commercial insurance to cover these and other risks. Settled claims resulting from these risks
-have not exceeded the commercial insurance coverage in any of the past three fiscal years.

The Town is.a member of the Oklahoma Municipal Assurance Group Workers’ Compensation Plan (the Plan),
an organization formed for the purpose of providing workers’ compensation coverage through the State
Insurance Fund to participating municipalities in the State of Oklahoma. In that capacity, the Pian is
responsible for providing loss conftrel services and certain fiscal activities, including obtaining contract
arrangements for the underwriting, excess insurance agreements, c|a|ms processing, and legal defense for all
claims submitied to it during the plan year.
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3. OTHERINFORMATION (Continued)
A. Risk Management {Continued)

As-a member of the Plan, the Town is required to pay fees set by the Plan according to an established
payment schedule. A Loss Fund has been established from the proceeds of these fees for each participant in
the Plan. The State Insurance Fund provides coverage in excess of the Loss Fund so the Town's liability for
claim loss is limited fo the balance of that fund. :

In.addition to the Loss. Fund, the Town maintains two additional funds with the Plan. The Rate Stabilization
Reserve (RSR) is a non-refundable fund, which can-reduce future premium increases. The Escrow Fund is
made up of past refunds left on depasit with- the Plan. Escrow funds earn interest and are readily available for
‘use by the governing board. In accordance with GASB No. 10, the Town reports the required contribution to
the pool, net of refunds, as insurance expense. The balances for 2018 in the RSR Fund and the Escrow Fund
are $0 and $2,79¢ respectlveiy, and are reflected on the financial statements.

B. Contingent Liabilities

The governing board of the Town is not aware of any pending or threatened legal actions against it. However,
any such actions would probably be covered by insurance.

Amounts received or recsivable from grant agencies are subject to audit and adjustment by grantor agencies,
principally the federal government. Any disallowed claims, including amounts already collected, may
constitute a liability of the applicable funds. The amount, if any, of expenditures which may be disallowed by
the grantor cannot be determined at this time although the Town expects such amounts, if any, to be
immaterial,

C. Employee Retirement System-and Other Benefit Plans
The City participates in one employee pension systems as follows:

Oklahoma-Firefighters Pension and Retirement Plan--Cost Sharing Multiple Employer - Defined Benefit Plan

Oklahoma Firefighters Pension & Retirement Plan

Plan_Description — The City of Ramona, as the employer, participates in the Firefighters Pension &

Retirement — a- cost-sharing multiple-employer defined benefit pension plan administered by the Oklahoma
Firefighters Pension & Retirement System (FPRS). Title 11 of the Oklahoma State Statutes grants the
authority to establish and amend the benefit terms to the FFRS. FPRS issues a publicly available financial
report that can be obtained at www.gk.gov/fprs.

'Ben”eﬁts provided — FPRS provides retirement, disability and death benefits to members of the plan.

Benefits for members hired prior to November 1, 2013 are determined as 2.5 percent of the employee’s final
average compensation times the employee’s years of service and have reached the age of 50 or have
completed 20 years of service, whichever is later. For volunteer firefighters, the monthly pension benefit for
normal retirement is $150.80 per month, Benefits vest with 10 years or more service.

Benefits for members hired after November 1, 2013 are determined as 2.5 percent of the employee's final
average compensation times the employee’s years of service and have reached the age of 50 or have
completed 22 years of service, whichever is later. For volunteer firefighters, the monthly pension benefit for
normal retirement is $165.66.per month. Benefits vest with 11 years or more service.
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3. OTHER INFORMATION {Continued)
C. Employee Retirement System and Other Benefit Plans (Continued)

All firefighters are eligible for immediate disability benefits. For paid firefighters, the disability in-the-line-of-
duty benefit for firefighters with less than 20 years of service is equal to. 50% of final average monthly
compensation, based on the most recent 30 menths of service, For firefighters with over 20 years of service,
a disability in-the-line-of-duty is calculated based on 2.5% of final average monthly compensation, based on
the most recent 3¢ months, per years of service, with a maximum of 30 years of service.

For disabilities not-in-the-line-of-duty, the benefit is limited to only those with less than 20 years of service and

is 50% of final average monthly compensation, based on the most recent 60-month salary as opposed to 30

months. For volunteer firsfighters, the not-in-the- llne-of—duty disability is also limited to only those with Jess -
than 20 years of service and is $7.53 per year of service. For volunteer firefighters, the in-the-line- -of-duty

pension is $150.60 with less than 20 years of service, or $7.53 per year of service, with a maximum of 30

years.

A §5,000 lump sum death. benefitiis payable to the qualifiéd spouse or designated recipient upon the
participant's death. The $5,000 death benefit does not apply to members electing the vested benefit,

Contributions - The contributions requirements of the Plan are at an established rate determined by
Oklahoma Statute and are not based on actuarial calculations. Employees are required to contribute $% of
their annual pay. Participating cities are required to contribute 14% of the employees' annual pay or $60 per
volunteer. The required contribution from the City for this plan-was $0, $0 and $720 for 2018, 2017 and 2018,
respectively.

4. CHANGE IN ACCOUNTING PRINCIPLE

Beginning July 1, 2017 and for the year ending June 30, 2018, the Town has adopted the madified cash basis of
accounting. The Town believes this method of accounting will- prowde a better understanding of the financial
position of the Town consistent with its budget. This change results in a restatement of fund balance on the

government-wide presentation and within the individual funds. The governmeént-wide governmental fund . -

presentation decreased in the amount of $6,915. Individually, the general fund decreased by $27,410. The
business-type fund presentation decreased in the amount of $96,507, and individually, the' RPWA decreased by
$96,507.
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TOWN OF RAMONA
SUPPLEMENTAL INFORMATION

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET {(MCDIFIED CASH BASIS) AND ACTUAL
GOVERNMENTAL FUNDS
Year Ended June 30, 2018
{Unaudited)

GENERAL FUND

Budgeted Amounts Variance with
QOriginal : Final Final Budget
Budget Budget Actual Over (Under)
Revenues:’

Charges for services $ - § - % 23,168 $ 23,168

Cigarette taxes ' - - ‘678 878

Donations - - 10,000 10,000

Interest - - 426 426

Franchise taxes - - 8,066 8,066

Gasoline excise taxes - - 1,026 1,026

Grants ' - - - ) -

Intergovernmental programs o - - 5,054 5,054

Fines and forfeits - - 24,273 24,273

Rental receipts : - - B -

Licenses and permits’ - - - -

Lot sales ' - - 16,081 ' 16,061 -

Miscellaneous revenue - - 3,493 3,493

Sales and use taxes - - - 57,736 57,738

Total revenues ' - - 150,881 - 150,881
Expenditures:
Current;
General government - - 49,815 {49,815)
Public safety - - 136,902 (136,902)
Cultural and recreational - - 17,372 (17,372
Debt service: .
Principal : - - 7,263 (7,263)
Interest - - 539 R GE)
Capital outlay ) - - 21,271 {21,271)
Total expenditures : - - 233,162 (233,162)
Excess of revenue over

{under) expenditures - - (82,281) (82,281)
Other financing sources (uses):

Operating transfers in (out) - - 52,122 52,122
Net changes in fund balance ' - - {8,888) (8,888) -
Fund balance at beginning of year 161,079 161,079 161,079 -
Prior period adjustment {27,410 (27,410) (27,410) -
Fund balance at end of year $ 133,669 § . 133,669 % 124,781 § (8,888)
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(Unaudited)

BUDGETARY INFORMATION

Annual budgets are adopted cn a basis consistent-with the medified cash basis of accounting. The enterprise funds
and internal service fund adopt budgets on the non-GAAP basis wherein service fees, bond and note proceeds are
recognized as révenue, principal payments on debt and capital expenditures are recognized as expenses, and
‘depreciation expense is not budgeted. Annual appropriated budgets are not adopted for the agency funds. Budgetary
data for enterprise funds, internal service, and permanent funds are nof presented in these financial statements.

Prior to July 1, the City Administrator (not ah elected official) submits a proposed operating budget for the fiscal year
commencing July 1, to the Commissioners (elected officials). Public hearings are held at regular or special meetings
to obtain taxpayer input. Prior to July 1, the budget is legally enacted through passage of a budget resolution. The
operating budget, for all budgeted funds, includes proposed expenditures and the means of financing. Each fund's
appropriated budget is-prepared on a detailed line item basis. Revenues are budgeted by source. Expenditures are
budgeted by department and class as follows; personal services, maintenance and operations, capital outlay, fransfers,
and debt service. This constitutes the legal level of control. Expenditures may not exceed appropriations at this fevel.
A more detailed budget is used for operating purposes. All budget revisions at the legal level are subject fo final
approval by the City Council. Within these control levels, management ‘may transfer appropriations without council
approval. Revisions to the budget were made during the year in accordance W|th the prowsmns of the Gklahoma
Statutes. All annual appropriations lapse at year-end.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL GONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH | '
GOVERNMENT AUDITING STANDARDS....

January 27, 2019

Honbrable Board of Town Commissibners_ '
Town of Ramona : :
Ramona, Olglahoma

- We have audited, in accordance with the auditing standards generally accepted in the United States of America and

the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller

General of the United States, the modified cash basis financial statements of the governmental activities, the business-

type activities, each major fund, and the aggregate remaining fund information of the Town of Ramona, Oklahoma, as

of and for the year ended June 30, 2018, and the related notes to the financial statements, which collectively comprise

the Town of Ramona, Oklahoma'’s basic financial statements, and have issued our report thereon dated January 27,
2019, - : - '

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Town's internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Town's internal control. Accordingly, we do not express an opinion on the effectiveness of the
Town's internal control. ' ' - :

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that & material misstatement of the entity's financial statements will
not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination .

of deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance. ‘ o :

- Qur consideration of internal control was for the limited purpose described in the first paragraph of this section and was

~ not designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies
and therefore, material weaknesses or significant deficiencies may exist that were not identified. We did identify
certain deficiencies in internal control, described.in the accompanying schedule of findings and responses that we
consider to be material weaknesses as findings 2018-001, 2018-002, and 2018-003.
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Compliance and Other Mattors

As part of obtaining reasonable assurance about whether the Town's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompiiance or other matters that are required to be reported under Government Auditing Standards and which are
described in the accompanying schedule of findings and responses as itern 2018-003.

Town's Response to Findings

The Town’s response to the findings identified in our audit is described in the accompanying schedule of findings and
responses. The Town’s response was not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it. '

Purpose of this Report l

The pur_pose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on

compliance. This reportIs an integral part of an audit performed in accordance with Government Auditing Standards in
considering the entity's internal control and compliance. Accordingly, this reportis not suitable for any other purpose.

CBEW Proftssional Group, LD

CBEW Professional Group, LLP -
Certified Public Accountants
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TOWN OF RAMONA
Ramona, Oklahoma

SCHEDULE OF FINDINGS AND RESPONSES
Year Ended June 30, 2018

2018-001. Internal Control — Segregation of Duties

Criteria: The segregation-of duties and respensibilities between different individuals for custody of assets,
recordkeeping for those assets and reconciliation of those asset accounts is an important control activity needed
to adequately protect the Town’s assets and ensure accurate financial reporting.

Condition: Presently there are several individuals that perform many of the same functions which include taking
payments, recording payments, making deposits, writing checks, sighing checks and posting transactions. Only
one person‘is responsible. for reconciling monthly bank staterients. This finding was also noted in 2017,

Cause: The Town's limited size and staffing resources have made it difficuit for management to provide
sufficient staffing to fully segregate incompatible duties in a cost-effective manner.

Effect or Potentiaf Effect: While there are some checks and balances in place, without sufficient segregation of
duties, the risk significantly increases that errors and fraud related to purchasing and depositing activities,
including misappropriation- of assets, could occur and not be detected within a timely basis.

Recommendation: We recommend that management should consider a formal evaluation of their risks
associated with these procedures. In response to the identified risks, consideration should be given to -
identifying and implementing controls that could help mitigate the risks associated with lack of segregation of
duties, such as providing increased management oversight and an independent reconciliation of accounts. For
example, the entity might consider soliciting the assistance of independent volunteer labor to perform certain
functions including performing compensating procedures where applicable,

Responsible Official’s Response: The Town concurs with the recommendation, although, the costto correct this
condition might exceed the benefit, the Town will strive to make changes in procedures that will improve the
overall lack of segregation of duties.

2018-002. Internal Control— Material Adjusting Journal Entries

Criteria: The Town’s management is responsible for internal controls over accounting and financial reporting.
This responsibility includes the design and implementation of controls over the fair and complete presentation of
the government’s annual financial statéments in accordance with the modified cash basis of accounting from
trial balances derived from the government's accounting records. For trial balances to be both complete and
accurate, the government must have effective internal controls over recording, processing, summarizing, and
adjusting accounting data. As evidence of effective internat controls over accounting and financial reporting,
there should generally be few, if any, material adjustments to the trial balances required that are detected and
corrected solely as a result of the financial statement audit. Inother words, government management should not
rely on the external auditor to detect and correct material misstatements in the books and records as part of its
internal controls, but rather should have its own procedures designed and in place that are independent of the
external auditor to provide reasonable, although not absolute, assurance that material misstatements will be
detected and comrected in its trial balances prior to audit.

Condition: The Town manager and accounting staff individually and collectively possess the necessary skills
and expetrience to prepare modified cash basis financial statements; however, management has chosen to
present cash basis statements on an interim basis and request that the auditor prepare journal entries which
they review and approve for the year-end audited financial statements. However, the government's trial
batances for the year ended June 30, 2018, required a number of material adjusting journal entries in order for

the financial statements to be prepared in on the modified cash basis of accounting. This finding was also noted
in 2017.
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SCHEDULE OF FINDINGS AND RESPONSES
" Year Ended June 30, 2018

These necessary adjusting entries, identified solely as a result of the financial statement audit, included such
adjustments as the following: depreciation expense, sales tax receivable, meter deposits, balancing note
payables, interest expenses and purchased assets.

Cause: The accounting staff doesn't spend sufficient time in balancing and or reconciling specific accounts on a
regular basis throughout the year to provide assurance that the trial balances used for preparing modified cash
basis financial statements that are complete and accurate prior to audit. As a result, management has had to
rely on the external auditors to identify and correct a number of material misstatements in the trial balances.

However, management was able to review, understand and accept the adjusting entries proposed by the auditor
in order to take responsibility for them and the financial statements.

Effect or Potential Effect: As a result.of this condition, without rellance on its external audltors the Town lacks
the necessary internal controls over the completeness and accuracy of the trial balances that are used in the
. preparation of its modified cash basis financial statements. This condition can result in undetected. and
uncorrected material misstatements in the financial statements that are not detected by management and may

~ also not be detected by the financial statement audit. In addition, if management's intentions are to continue to
rely on the external auditor to detect and correct material misstatements, this condition could place the-auditor in
a questionable position regarding auditor independence as required- by the GAO "Yellow Book.”

Recommendation: The Town should consider-designing and |mplementlng sufficient internal controls overthe
completeness and accuracy of trial balances by regularly reviewing, balancing, and reconciling interim financial
statements to ensure that material adjusting journal entries are made timely. This process could be assigning to
a specific staff perseon, through employment of additional qualified accounting staff, or outsourced to a qualified
external accounting firm. Additionally, all accounting staff should strive to obtain and/or maintain their proficiency
through continuing education courses relative to governmental accounting.

Responsible Official’s Response: The Town concurs with the recommendation, and will strive to prepare and
post material adjusting journal entries to the financial statements on a timely basis.

2018-003  Internal Control and Compliance — Preparation and Exceeding the Budget

Criteria: -The Town should submit an annual estimate of needs under th'e'Buﬁget Law of the Oklahoma State
Stéﬁtutes"and should have appropriate controls in place in insure compl]ance with the applicable requirements.

Condition: Since the estimate of needs was not filed the Town exceeded its total appropriations for the year.
This finding was also noted in 2017.

Causa: The Town did not prepare an estimate of needs for the year.

Effect or Potential Effect: Without filing the estimate of needs, the Town's General Fund expenditures exceeded
appropriations -and the Town was not in compliance with the Budget Law.

Recommendation: We recommend thiat management implement controls to prepare future estimate of needs
and file it timely.

Responsible Official’s Response: The Town concurs with the recommendation and will implement controls to
file the estimate of needs timely.
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