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Chas. W. Carroll, P.A.

Enid, Oklahoma 73701
Phone 580-234-5468

The Broadway Tower - Suite 805
Fax 580-234-5425

114 E. Broadway

INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and Board of Trustees

Town of Cleo Springs
Maior County, Oklahoma

I have audited the accompanying financial statements, each major fund and the
aggregate remaining fund information of the Town of Clec Springs, Major County,
Oklahoma, as of and for the year ended June 30, 2012, as listed in the Table of
Contents, which collectively comprise a portion of the Town's basic financial

statements required by accounting principals accepted in the United
States of America, as applied to the Town’s modified cash basis of accounting. The

financial statements are the responsibility of the Town of Cleo Springs, Oklahoma,
management. My responsibility 1is to express an opinion on these financial

statements based on my audit.

generally

I conducted my 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 I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. I
believe that my audit provides a reasonable basis for my opinion.

As discussed in Note No. 1, the Town of Cleo Springs, Oklahoma, prepares its

financial statements on a basis of accounting that demonstrates compliance with a
modified cash basis, which is a comprehensive basis of accounting other than ac-
counting principals generally accepted in the United States of America.

Management has not presented government-wide financial statements to display
the modified cash basis financial position and changes Iin modified cash basis
financial pesition of its governmental activities. Accounting principals generally
accepted in the United States of America, as applied tc the Town’s modified cash
basis of accounting, reguire the presentation of government-wide financial
statements, The amounts that would be reported in government-wide financial
statements resulting from modified «cash basis transactions for the Town’s
governmental activities are not reasonably determinable.

effects of the matter discussed 1n the

referred to above do not present
1, the

In my opinion, because of tLhe
preceding paragraph, the financial statements
fairly, in conformity with the basis of accounting described in Note
modified cash basis financial positicn of the Town of Cleo Springs, Oklahoma as of
June 30, 2012, or the changes in its modified cash basis financial positlon, where

applicable, for the year then ended.
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Independent Auditor’s Report
Town of Clec Springs
Page Two

The Budgetary Comparison information 1s not a reguired part of the basic
supplementary information required by accounting

United States of BAmerica. I have applied
inguiries of management
supplementary

financial statements, but 1is
principles generally accepted in the
certain limited procedures, consisting principally of
regarding the methods of measuvrement and presentation of the
information. However, I did not audit the information and de not express an cpinion

on it.

The - Town of Cleo Springs, Oklahoma has not presented the Management's

Discussion that accounting principles generally accepted in the United States of
america has determined is necessary to supplement, elthough not reguired to be part

of, the basic financial statements.

My audit was made for the purpose of forming an cpinion on the accompanying
modified cash basis financial statements taken as a whole. The general fund
budgetary comparison information, combining financial statements and supporting
schedules listed in the accompanying Table of Contents are presented for purpose of
additional analysis and are not a required part of the financial statements of the
Town of Cleo Springs, Oklahoma. For reasons stated in the third paragraph above,
the financial statements referred to¢ above do not present fairly in conformity with
accounting principles generally accepted in the United States of America, the
modified cash basis financial position of the governmental activity and the changes
in modified cash basis financial position. Therefore, I do not express an cpinion

on the accompanying combining and supperting schedules.

I have alsc issued a report

In accordance with Government Auditing Standards,
control over

dated December 10, 2012 on my consideration of the Town's internal
financial reporting and on my tests of its compliance with certain provisions of
regulations, contracts, grant agreements, and other matters. The purpose of

to describe the scope of my testing of internal control over
that testing, and not to
performed in

laws,
that report 1is
financial reporting and compliance and the results of
provide and opinion. That report is an integral part of an audit
accordance with Government Auditing Standards and should be read in conjunction

with this report in considering the results of my audit

Sincerely,

f,g,g Mfﬁ

“Chas. W. Carrcll
December 10, 2012
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TOWN OF CLEOC SPRINGS

MAJOR COUNTY - OKLAHOMA
COMBINED STATEMENT OF ASSETS
AND LIABILITIES - MODIFIED
CASH BASTS - ALL GOVERNMENTAL FUNDS

AS OF JUNE 30,

ASSETS:

Cash and Cash Equivalents
Investments

TOTAL ASSETS

LIABILITIES AND
FUND BALANCES:

LIABILITIES -

Warrants & Checks Outstanding

Encumbrances
Total Liabilities

FUND BALANCES-

Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balances

TOTAL LIABILITIES
AND FUND BALANCES

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

EXHIBIT A
GOVERNMENTAL FUNDS TOTAL
(MEMORANDUM
VOLUNTEER OTHER ONLY)
GENERAL STREET AND FIRE DEPT GOVERNMENTAL FISCAL YR.
FUND ALLEY FUND FUND FUNDS 2011-12
$138,158.28 $63,338.21 $56,069.35 $16,539.12 $274,104.56
10,000.00 0.00 0,00 0.00 10,000.00
$148,158.28 $63,338.21 $56,069.35 $16,539.12 $284,104.96
$0.00 $0.00 $0.00 $0.00 $0.00
0.00 0.00 0.00 0.00 C.00
0.00 0.00 0.00 .00 0.00
.00 0.00 0.00 0.00 0.00
0.00 63,338.21 56,069.35 13,571.15% 132,978.71
0.00 0.00 0.00 0.00 0.00
0.00 0.00 0.00 2,967.97 2,967.97
148,158.28 0.00 0.00 0.00 148,158,28
148, 158.28 63,338.21 56,069,356 16,539.12 284,104.96
$148,158.28 $63,338.21 $56,069.35 $16,539.12 5284,104.96




TOWN OF CLEQ SPRINGS EXHIBIT B

MAJOR COUNTY - OKLAHOMA

COMBINED STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCE -
MODIFIED CASH BASIS - ALL GOVERNMENTAL FUNDS

Jury 01, 2011 1O JUNE 30, 2012

GOVERNMENTAL FUNDS TOTAL
(MEMORANDUM
VOLUNTEER OTHER ONLY)
GENERAL STREET AND FIRE DEPT GOVERNMLNTAL FISCAL YR.
FUND ALLEY FUND FUND FUNDS 2011-12
REVENUE :
Service $107,602. 34 $0.00 $4,000.00 595.00 $111,697.34
Taxes 39,991.45 24,219.20 21,281.63 0.00 85,4%2.28
Interest Earned 391.24 0.00 87.4¢6 0.00 478.70
Other Revenue 15,08%.10 0.00 10,755.00 1,100.00 26,944.10
Intergovernmental 0.00 0.00 4,412.77 66,102.00 70,514.77
TOTAL 163,074.13 24,219.20 40,536.86 67,7297.00 295,127.19
EXPERDITURES:
Personal Service 100, 576.22 0.00 7,820.00 0.00 108,396.22
Maintenance & Operation 53,526.74 7,791.94 34,826,25 1,400.00 97,544 .83
Capital Projects 0.00 .00 0.00 66,102.00 66,102.00
Debt Service 0.00 0.00 0.00 0.00 0.00
Sanitation 31,847.13 0.00 0.00 0.00 31,847.13
TOTAL 185,950.09 7,781.94 42,646.25 67,502.00 303,8%0.28
Excess of Revenues Over/
<Under> Expenditures (22,875.96) 16,427.26 (2,109.39} {205.00) {(8,763.09)
Operating Transfers 0.00 0.00 0.00 0.00 0.00
Excess of Revenues Cver/
<Under> All Uses (22,875.96) 16,427.26 (2,109.39) (205.00) (8,763.09)
Ralance at 7/01/11 171,034.24 46,910.95 58,178.74 16,744.12 202,868,056
Balance at 6/30/12 $148,158.28 $63,338.21 556,069.35 516,539,127 $284,104.96

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



TOWN OF CLEO SPRINGS
CLEQ SPRINGS PUBLIC WORKS AUTHORITY
MAJCR CCUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 3C, 2012

NOTES TO FINANCIAL STATEMENTS

1. Significant Accounting Policies

The accounting and reporting of the Town of Cleo Springs, Major County,
Oklahoma, relating to the funds included in the combined financial statements
demonstrates conformity with a modified cash basis of accounting, which is a
comprehensive basis of accounting other than generally accepted accounting
principals. The more significant of the municipalities policies are described

below.

A. Reporting Entity

The municipality is a corporate body for public purpose created under Title
II of the Oklahoma Statutes and accordingly is a separate entity for operating and
financial reporting purposes. The general operating authority for the municipality
is the Oklahoma Municipal Code contained in Title II, Oklahoma Statutes. The
governing body of the municipality is the Board of Trustees composed of elected
members. The mayor is the execulive officer of the municipality.

in evaluating how to define the municipality, for financial reporting
purposes, management has considered all potential compenent units. The decision to
include a potential component unit in the reporting entily was made by applying the
criteria established by professicnal standards. The basic - but not only the -
criterion for including a potential component unit within the reporting entity is
the governing body' s oversight responsibility, especially financial
interdependency. A second criterion used in evaluating potential component units is
the scope of public service. A third criterion used to evaluate potential component
units for inclusion or exclusion from the reporting entity is the existence of
special financing relationships, regardless of whether the Town is able to exercise

oversight responsibilities.

Based upon the application of this criteria, the Public Works Authority is

included in the Town's reporting entity. While the Public Works Authorily Trust and
Town are separate legal entities, the Public Works Autherity 1is not  oniy
financially accountable to the Town, the two entities operate jeintly as one unit.
Certain expenditures may be paid by either entity and money may be transferred from
the Public Works Authority to the Town for operating need by board approval.
Therefore, the Public Works Authority is included in the financial reports as a

part of the Town’s General Fund operations.

B. Fund Accounting

The town uses funds to report on its financial position and the results of
Fund accounting is designed to demonstrate legal compliance and to

its operations.
transactions related to c¢ertaln town

aid financial management by segregating
functions or activities.
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NOTES TO FINANCIAL STATEMENTS Page 2

- continued -~

B. Fund Accounting {continued)

A fund is a separate accounting entity with a self-balancing set of accounts
An account group, eon the other hand, is a financial reporting device designed to
provide accountability for certain assets and liabilities that are not recorded in
the funds because they do not directly affect net expendable available financial

resources.
Funds are classified into two categories; governmental and fiduciary. Each
category, in turn, is divided into separate “fund types”.

Governmental Fund Types

funds are used to account for all or most of a government's
the collection and disbursement of earmarked monies
or construction of general fixed assels

Governmental
general activities, including

(special revenue funds), the acquisition
(capital projects funds), and the servicing of general long-term debt {debt service

funds}) .

Fund Description

The following funds are utilized by the Town of Cleo Springs, Oklahoma.

Governmental Fund Types - Fiduciary Fund Types

General Fund Permanent Fund
Special Revenue [unds
Capital Projects

The General Fund accounts fer all financial transaction not accounted for any
include taxes, utility collections, fees, licenses and

other fund. The revenues
for personal services,

permits, fines and forfeits, etco, Expenditures are
maintenance and operations, and capital outlay.

The Public Works Authority Water And Sewer Operating Fund is considered a
portion of the Town’s General Fund Operations. The Water And Sewer Operating Fund

may be used to account for the accumulation of financial resources for the payment
of general long-term debt principal, interest and related cost. The primary revenue

source 1is utility service collections.

The Administrative Petty Cash Fund is considered a portion of the Town's
General Fund operations. The Administrative Petty Cash Fund is used to make small
General Fund type expenditures as approved by management at the beginning of each
freight and supplies that may be needed lmmediately.

fiscal year such as postage,
the General Fund and Water And Sewer

The funding is provided by transfers from
Operating Fund which require approval by the Governing Board.
Funds are funds which must be spent in accgordance with

Special Revenue
There are major classifications to account

special regulations and restrictions.
for operating funds which the use of revenues is restricted cor designed by outside
sources.
Special Revenue [funds -
Street & Alley Fund

Volunteer Fire Department
Park & Recreation
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NOTES TO FINANCIAL STATEMENTS Page 3

- ¢continued -

Fund Description (ceontinued)

The Capital Projects Funds are funds used to improve the infrastructure of
the Town and Public Works Authority.

Capital Projects Funds -

CDBG Fund

Fiduciary Funds are used to account for assets held on behalf of outside
parties, including other governments, or on behalfl of other funds within the Town.
When these assets are held under the same terms of a formal trust agreement, either
a permanent trust fund or an expendable trust fund is used. The terms “permanent”
and “expendable” refer to whether or not the Town is under an obligation to

maintain the trust principal. Agency funds generally are used to account for assets
that the Town holds con behalf o©of others as their agent and do not involve

measurement of results of operations.
Permanent Funds -

Service Contract Fund

Memorandum Only - Total Column

The total column on the general purpose financial statements 1s captioned
to indicate that it is presented only to facilitate financial
analysis. Data in this column does nol present financial position, results of
operaticns or cash flows in conformity with generally accepted accounting
principles. Neither is such data comparable to a consolidation. Interfund
eliminations have not been made in the aggregation of this data.

“memorandum only”

C. Basis cof Presentation

Basis of accounting refers to when revenues and expenditures are recognized
in the accounts and reported in the financial statements. Basis of accounting
relates to the timing of the measurements made, regardless of the measurement focus

applied.
All gevernmental and fiduciary funds are accountable for a modified cash
basis of accounting. Revenues, except for certain grant revenues, are recognized

when they are received rather than earned. When grant terms provide that the
expenditure of resources is the prime factor for determining eligibility for
federal, state, and other grant rescurces, revenue 1is recognized when the grant
expenditure is made. Under this modified cash basis of accounting, expenditures are
generally. recognized when encumbered/reserved rather than at the time the related

fund liability is incurred.
The Town of Cleo Springs, Oklahoma, utilizes an appropriated budget system of
accounting. This system has an approved budget appropriation for its General Fund

and Street & Alley Fund. All expenditures are recorded against the appropriation on

a ledger by classification.
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NOTES TO FINANCIAL STATEMENTS Page 4

- continued -

D. Budgets and Budgetary Accounting

The Town is required by state law to prepare an annual budget. The Town must
submit a budget by August 22 of each year according to Okiahoma Statutes, Title 68,

Section 3002. The budget amount for the Town is the appropriated balance approved
by the County Excise Board. The budgelt, as set by the governing becard, constitutes
the maximum funds that may be spent during the fiscal year by any department of the

local government required to appropriate funds. The budget includes revenues which
are collected by the Town or transfers into a specific fund from another fund. The

Town’s budget does not include an ad valorem tax levy.

A budget is legally adopted by the Board of Trustees for the General Fund and
Special Revenue Funds that includes revenues and expenditures.

Encumbrances represent commitments related to unperformed contracts for goods
or services. Encumbrance accounting -- under which purchase orders and other
commitments of resources are recorded as expenditures of the applicable fund - is
utiiized in all governmental funds of the Town.

The unencumbered balance of current fiscal year appropriations and the

unexpended reserve appropriation of the previous fiscal year are lapsed and become
part of the beginning fund balance for the succeeding fiscal year.

E. Assets, Liabilities and Fund Equity

Cash, Cash Equivalents and Tnvestments

All monies which are not invested in Certificate of Deposits are maintained

in NOW Checking Accounts or Savings Accounts.

Safeguard of Deposits and Investments

State statutes require that all deposits in financilal institutions be fully
coliateralized by U.S. Government obligations or obligations of Oklahoma and its
agencies that have a market wvalue of nol less than the principal amcount of the
deposits. The Town Treasurer 1s responsible for maintaining adeguate coverage of
all funds on deposit through security pledges approved by the Treasurer of the

State of Cklahoma.

Deposit Categories of Credit Risk

{A) Insured by Federal Deposit Insurance.
Collateralized with securities heid by the pledging financial

institution’s trust department or agent in the Town's name.
P

{C) Uncollateralized.
Category
Bank

C Balances

5284,104.26

2
Lo}
o
-

Cash/Investments $250,000,00
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NOTES TC FINANCIAL STATEMENTS Page 5
- continued -

Pooled Cash

The Town of Clec Springs uses a pooled cash concept in maintaining its bank
accounts. The Town pools the General and Street & Alley Fund for operation and
investment purposes and each fund has equity in the pooled amount.

Fixed Assets and Property, Plant and Equipment

are recorded as capital ocutlays in the

Property and equipment purchases
and changes in fund balances.

accompanying statements of revenues, ezxpenditures
The Town does not maintain complete financial records of capital assets purchased
which would include depreciation schedules; therefeore, a General Fixed Asset Group

of Accounts is not presented.

Property Tax

The Town’'s property tax is levied each October 1, on the assessed value
listed as of January 1, of the same year for all real and personal property located

in the Town, except certain exempt property. Assessed values are established by the
Oklahoma Tax Commission and the State Equalization Board. A Revaluaticn of all
property is required once every five (5) years.

The Town did not have a mileage levy for the General Fund for the 2011-12

periocd.

Compensated Absences

The Town does not have a policy which would allow vacation leave or sick pay
benefits to accrue to employees past the current year. Therefcre, no liability is

recorded in the accompanying financial statements.

Operating Leases

The Town had no operating leases during the current fiscal year; therefore,

no liability is recorded in the accompanying financial statements,

Long Term Debt

The Town currently has no long term debt.

Fund Statements

The governmental fund financial statements present fund balances based on
classifications that comprise a hierarchy that is based primarily on the extent to

in the respective governmental funds can be spent. The classifications used in the

governmental fund financial statements are as follows:

PAGE 9



NOTES TO FINANCIAL STATEMENTS Page 6

- continued -

Fund Statements ({(continued)

amounts that cannot he spent

Nonspendable: This classification includes
{b) are legally or

nggd;e they are either (a} not in spendable for or

contractually required to be maintained intact,
Restricted: This classification includes amounts for which constraints have
been placed on the use of the resources either (&) externally imposed by
creditors (such as through a debt covenant), grantors, contributors, or laws
or regulations of other governments, or (b} imposed by law through
The Town has classified

constitutional provisions or enabling legislation.
Street and Alley revenue as being restricted because the use is restricted by

State Statute. Debt service resources are toe be usced for future servicing of
the general obligation bonds and are restricted through debt covenants.
Capital project revenue from bond proceeds is restricted by State Statute.

Committed: This classification includes amounts that can be used only for
specific purposes pursuant to constraints imposed by formal action of the
Board of Trustees. These amounts cannot be used for any other purpose unless

the Board removes or changes the specified use by taking the same type of
action {resolution) that was employed when the funds were initially
committed, This classification also includes contractual obligations to the
extent that existing resources have been specifically committed fer use in
satisfying those contractual requirements.

Assigned: This classification includes amounts that are constrained by the
Town’'s intent to be used for a specific purpose but are neither restricted
nor committed. This intent can be expressed by the Beard or through the
Board delegating this responsibility through the budgetary process. This
classification also includes the remaining positive fund balance for all
governmental funds excerpt for the General Fund. The Town has assigned
interest earnings to the funds where earned for the purposes defined by the

fund.

77777 This classification includes amounts that are constrained by the
Town's intent to be used for a specific purpose but are neither restricted
nor committed. This intent can be expressed by the Board or through the
Board delegating this responsibility through the budgetary process. This
classification also includes the remaining positive fund balance for all
governmental funds except for the General TFund. The Town has assigned
interest earnings to the funds where earned for the purposes defined by

the fund.
followed by

use Restricted fund balances first,
appropriate

then Assigned resources, as
right to selectively spend Unassigned

The Towrn would typically
Committed resources, and

opportunities arise, but reserves the
resources first to defer to the use of these other classified funds.
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NOTES TO FINANCIAL STATEMENTS PAGE 7

- continued -

F. Statement of Cash Flows

all rmunicipal activities as a part of the general

The Town considers
Statement of Cash Flows 1is not

governmental funds operatiocns; therefere, a
presented.

2. Risk Management

Liabilities Protection Flan

The Town’s Commercial Liabkility Insurance agreemenls cover claims against
municipalities for all government functions, utilities, and services. These include
bodily injury, property damage, wrongful acts, personal injury, and related torts
under the State tort claim law and federal civil rights laws.

All public officials, employees, services, and wmunicipal functions are

covered unless they are specifically listed.

The title to all assets acquired by the Plan are vested in the Group. In the
event of termination of the Group, such property shall belong to the then members
of the Group in equal shares. Each participating Town pays all costs, premiums, or
other fees attributable to its respective participation in the FPlan, and is
responsible for its obligation under any contract entered into with the Flan.

Reserves for claims losses include provisions for reperted claims on a case
basis and an estimate of claims incurred but not reported limited by aggregate and
individual loss levels as specified by the Plan’s reinsurance contracts. These
credits, if any, represent contingent liabilities of the Plan if the reinsurer was
unable to meet its cbligations under the reinsurance agreement.

The Plan’s insurance agreements are reinsured for excess losses based upon
the contract year. The significant components of each reinsurance contract can be
obtained from the Plan's annual financial report.

Surety Bonds

The Town Clerk/Treasurer is bonded with the Western Surety Company in the
amount of $10,000.00. The bond number is 182617137, dated November 21, 1990 and is

renewed annually.

The Public Works Authcrity Treasurer is bonded with the Western Surety

Company in the amount of $50,000.00. The bond number is 18262760J, dated December
11, 1990 and is renewed annually.

The Deputy Town Clerk is bonded with the Western Surety Company in the amount

of $5,000.00. The Deputy Clerk is bonded by the same bond as the Town Clerk/

Treasurer, number is 18261713J, dated November 21, 1990 and is renewed annually.

PAGE 11



NOTES TC FINANCIAL STATEMENTS Page §

- continued -

3. Consumers and Service Rates

Average Number of Consumers for Audit Period:

Residential 200
Commercial 7
Churches 4
Schools 1

212

Total Consumers 212

Monthly Service Rates:
Water - Inside Residents - $ 19%.25 Minimum charge up to 2,000 gallons

$ 1.50 Per each additional 1,000 gallons
up to 23,000 gallons

5 1.70 Per each additiocnal 1,000 gallons
over 23,000 gallons

22,25 for first 5,000 gallons

.00 Per each additional 1,000 gallons
up to 25,000 gallons

$ 2.25 Per each additional 1,000 gallons
over 25,000 gallons

Qutside Residents -

<y An
N

10.75 Per month minimum for first 2,000

Sewer - S
gallons.
3 .75 per 1,000 gallons thereafter
Sanitation - $ 15.00 Per month
Scale Fee - $ .25 Per month
Deposits -~ 5100.00 Water/Sewer

4. Pefined Benefit Pension Plans

in two defined benefit pensicn plans, one for Town

The Town participates
The plans are as follows:

employees, and one for the volunteer firefighters.

CITY EMPLOYEES

The Town of Clec Springs Plan and Trust (the Plan) provides
retirement and disability benefits, annual cost of living adjustments, and death
benefits to plan members and beneficiaries. The Plan is affiliated with the
Oklahoma Municipal Retirement Fund {the Fund), an agent multiple-employer pension

plan administered by JP Morgan Chase as authorized by Town ordinance. The Fund is
of the State of Oklahoma and is authorized under Title 11,
seq. The overall operations of the Fund

trustees elected by the participating

Plan Description

a component unit
Oklahoma Statutes 1981, section 48-101 et.
supervised by a 9-member board of

are
municipalities. For the Pian, that authority rests with the Town of Cleo Springs.
The Oklahoma Municipal Retirement Fund issues a publicly available financial report

that includes financial statements and required supplementary information for the

Plan and may be obtained from their offices at 525 Central Park
Oklahoma City, OK 73105 or by calling 1-888-394-6673,

Drive, Ste. 320,
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NOTES TO FINANCIAL STATEMENTS Page 9

~ continued -

Defined Benefit Pension Plans {(continued)

Plan members are reqguired to c¢ontribute 3.75% of their annual

covered salary. The Town is reqguired to contribute at an actuarially determined
rate, currently 14.76% of covered payroll. The contribution requirements cf Plan
members and the Town are established and may be amended by the Oklahoma Municipal

Retirement Fund Board of Trustees.

Funding Pelicy

Pension Obligation For the year ended June 30, 2012,
required contribution was $8,484.27. The

of the January 1, 2011 actuarial
the level

Annual Pension Cost and Net
the Town’s annual pension cost and
required contribution was determined as part
valuation using the entry age normal cost methed which is computed as
if paid from the time an employee becomes a participant until
assumed retirement, would accumulate funds sufficient to pay all plan benefits.
The actuarial assumptions include (a) 7.5% investment vrate of return (net of
administrative expenses); (b) projected salary increases that vary by year based on
the age of the employee; and (c) 3% per vyear cost-of-living adjustments, The
actuarial value of the Plan’s assets was determined using a 7.5% vield on the
actuarial value at the beginning of the period, increased or decreased by
cumulative adjustment using a range of 70% to 130% of the current market value of
The Plan’s unfcunded actuarial liability (redetermined each year) is

percent of pay which,

the fund.
being amortized as a level dollar amount over 30 years from the valuation date.
Actuarial UAAL
Actuarial Value Asset Accrued Unfunded as a % of
Valuation of Valuation Liability AAL Funded Covered Covered
Date Assets Basis (AAL) Type (UAAL) Ratio Payroll Payroll
01/61/12 103,944 Actuarial 177,170 EAN 713,225 58.7% 34,024 215.2%

The Town contributes to the Cklahoma Firefighters Pension and

a cost-sharing, multiple-emplover, defined benefit
pension plan administered by a 13-member board which acts as fiduciary for
investment of funds and the application of plan interpretations. The System
provides retirement and disability benefits, annual cost of living adjustments, and
death benefits to plan members and beneficiaries. The System is a component unit
of the State of Oklahoma and is authorized under Title 11, Oklahoma Statutes 1981,
sections 48-101 et. seg. The System issues a publicly available financial report
that includes financial statements and reguired supplementary information for the
plan and may be chtained from their offices at 4545 N, Lincoln Blvd., Ste. 265,

Oklahoma City, CK 732015 or by calling 1-800-525-7461.

Plan Description
Retirement System {the System),

Funding Policy Volunteer firefighters are not reguired to gontribute, but the Town
is required to contribute $60 per volunteer per year. The contribution
requirements of the System are an established rate determined by Oklahoma Statutes

and are not based on actuarial calculations. The Town’s contributions toe the
System for the year ended June 30, 2012, 2011, and 2010 were $1,020.00, $840.00 and

§720.00 respectively, equal to the required contribution for each year.
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NOTES TO TFINANCIAL STATEMENTS Page 10

~ continued -

5. Workers’ Compensation Plan

Oklahoma Municipal Assurance Group {(OMAG)
The Plan became effective Cctober 1, 1984.
compensation coverage through the

The Town participates in the
Workers’ Compensaticn Plan (the Plan).
The purpose of the Plan is to provide workers’
State Insurance Fund to participating municipalities in the State of Oklahoma. In
responsible for providing loss control services and
including obtaining contract arrangements for the
claims preocessing, and legal defense for
normally

that capacity, the Plan 1is
certain fiscal activities
underwriting, excess insurance agreements,
any and all claims submitted to it during the Plan year. A plan year
begins at 12:01 am July 1 in any year and ends at midnight June 30 of the following
year. The Plan, or its designated agent, has a right to audit at all reasonable
times such books and records of the participant as necessary to determine the
monies owed for benefits provided to the municipality or its employees.

Plan participants have the responsibility tc pay fees set by the Plan and to
pay those fees from funds appropriated for that purpose according to the
established payment schedule. In addition, participants are responsible for
complying with all requirements of the Oklahoma Workers’ Compensation Act.
Participants have the right to the return of any loss funds set aside for claims
which have not been paid out as benefits. Losses are limited to amounts set aside
by the Plan. Town funds on deposit with OMAG at year end were $3,778.00.

6. Contingencies

Amcunts received or receivable from grantor agencies are subject to audit and
adjustment by grantor agencles. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicakle 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 amcunts, 1f any, to be immaterial.

7. Town Cemetery

The Town of Cleo Springs cwns a parcel of iand which was deeded to the Town
in 1902 by an individual identified as Mr., Winters. The Town does not cperate the
cemetery and no accounting of revenues or expenses is maintained by the Town. A
Cemetery Board is identified and appointed by the Town’s people and is approved by
the Town Board of Cleo Springs. At the present time the Town leases this parcel to
the cemetery Board at $ 1.00 per year under a Lease Agreement and Opevation and

of the lease identify a ten (10) year period
commencing June 5, 2002 and ending June 30, 2012. The lease shall automatically
renew for an additional ten(l10} years unless prior action is taken by the Town
Board and the Cemetery Board at least thirty (30) days prior toc the renewal date.

Maintenance Contract. The terms

8. Municipal Sales Tax

The Town of Cleo Springs recelives revenue from a one cent (.01) municipal

sales tax on a monthly basis. The sales tax is distributed equally between the Town
General, Street and Alley, and Volunteer Fire Department Funds.
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NOTES TO FINANCIAL STATEMENTS Page 11
- continued -

9. Grant Projects

A. State of Oklahoma - Rural FEconomic Action Plan
Northern Oklahoma Development Authority

Contract No. 07 REAP FUND MAQ7-3
Funding Period: December 1, 2006 through November 30, 2007 (Extensions have
since been granted) The unexpended balance was de-obligated during the

2011~-12 fiscal year.
Amount: $43,500.C0

The scope of the project is to provide a Backup Water Well for the Town of

Cleo Springs.

Original Expenditures De-obligated

Allocation/ Claimed as of Allocations/

Comaui tment 06/30/3i1 Comnitments
REAP £43,2500.00 $..40,384.88 $3,115.12

B. State of Oklahoma — Rural Economic Action Plan
Northern QOklahoma Development Authority

Contract No. 08 REAP FUND MAOS-2
Funding Period: February 1, 2008 through January 31, 2009
granted). The unexpended balance was de-obligated during the 2011-2012

fiscal year.
Original Amocunt: $50,000.00

(Extensions were

The scope of the project is to provide additional assistance to provide a
backup well for Town cof Cleo Springs.

Original Lxpenditures De-obligated

Allocation/ Claimed Through Alloccations/

Commitment 06/30/12 Commitments

REAP $50,000.00 §..9,495.00 $40,505.00

C. State of Oklahoma - Community Development Block Grant

Oklahoma Department of Commerce
Contract Ne. 14304 CDBG10 CIFDA No. 14.228
Funding Period: August 13, 2010 through August 13, 2012

Amount: 567,451.00
leverage Reguirement: 3$78,545.00

The Scope of the proiject is to construct one water well approximately 77 feet
deep and all apputenances to serve the Town of Clec Springs, in Major County.
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NOTES TO FINANCIAL STATEMENTS Page 12
~ continued -

Grant Projects (continued)

A portion of the Leverage is to be provided with the NODA REAP Grant and the

balance from local funds.

Original Adjusted Expenditures Uncbligated
Allocation/ Allocation/ Claimed as of Allocations/

Commi tment Commitment 06/30/11 Commitments

CDBG $ 67,451.00 $ 67,451.00 $ 67,451.00 $ 0.00
REAP Grant {#MA-~08-2 5 50,000.00 5 89,495.00 $ 9,485.00 S 0.00
Local $ 28,545.00 $ 28,545.00 5 23,859.82 $ 4,685.18
Total 5145,986.00 £105,491.00 5100,805.82 S 4,685.18

leverage of 578,545.00 was adjusted due to the expiration of
REAP Fund Grant MA-08-2. The remaining allocation of the REAP Grant was de-
obligated and re-issued to other municipalities. The construction on the proposed
well was under original costs and therefore the REAP Grant de-obligated amount was
not required. The local commitment expended was within the allowable percentage

required.

The original

D. State of Oklahoma - Rural Economic Action Plan
Northern Oklahoma Development Authority
Contract No. 2012 REAP FUND MAl2-3
Funding Period: December 1, 2011 through November 30, 2012

Amount: $24,000.00

The Scope of the project is for Street Improvements for the Town of Cleo

Springs.
Original Expenditures Unobligated
Allocation/ Claimed as of Allocations/
Commitment Commitments
REAP §AQJ;QQMO——_ﬁ9£ ﬁ‘gz.,_?_
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ASSETS:

Cash and Cash Equivalents
investiments

TOTAL ASSETS

LIABILITIES AND
FUND BALANCES:

LIABRILITIES-
Warrants & Checks
Cutstanding
Encumbrances Cutstanding
Total Liabilities
FUND BALANCES-
Nonspendable
Restricted
Comnitted
Assigned
Unassigned

Total Fund Balances

TOTAL LIABILITIES
AND FUND BALANCES

TOWN OF CLEO SPRINGS

MAJOR COUNTY -~ OKLAHOMA

COMBINING STATEMENT OF ASSETS

AND LIABILITIES - MODIFIED CASH BASIS-
GENERAL FUND TYPE GOVERNMENTAL FUNDS
AS OF JUNE 30, 2012

GENERAL FUND TYPE GOVERNMENTAL FUNDS

SCHEDULE A-1

WATER & SEWER ADMIN

GENERAL OPERATING PETTY CASH TOTALS

FUND FUND FUND 2011-12
$124,379.61 $13,622.81 155.86 $138,158.28
0.00 1G,000.0G0 0.00 10, 000.00
$124,379.61 $23,622.81 $155.86 $148,158.28
$0.00 $0.00 50.00 $0.00
0.00 0.00 0.00 0.00C
0.00 0.00 0.00 0.00
0.00 .00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 G.00 0.00 0.00
124,379.61 23,622.81 155.86 148,1568.28
124,379.61 23,622.81 155.8¢6 148,158.28
$124,379.61 $23,622.81 $155.86 $148,158.28

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



TOWN OF CLEQ SPRINGS SCHEDULE A-2

MAJOR COUNTY - OKLAHOMA

COMBINING STATEMENT OF ASSETS

AND LIABILITIES - MODIFIED CASH BASIS-
NON-MAJOR OTHER GOVERNMENTAL FUNDS

AS OF JUNE 30, 2012

SPECIAL CAPITAL
REVENUE PROJECTS PERMANENT
FUND FUND FUND
PARK AND SERVICE
RECREATION coDBG CONTRACT TOTALS
FUND FUND FUND 2011-12

ASSETS:
Cash and Cash bguivalents $2,967.97 50.00 $13,571.15 516,539.12
Investments ¢.00 ¢.00 .00 0.00
TOTAL ASSETS $2,967.97 $0.00 $13,571.15 $16,539.12
LIABILITIES AND
FUND BALANCES:
LIABILITIES -
Warrants & Checks Qutstanding $0.00 $0.00 $0.00 $0.00
Encumbrances Qutstanding .00 0.00 0.00 0.00
Total Liabilities 0.00 0.00 0.00 0.00
FUND BALANCES-
Nonspendable .00 0.00 0.00 .00
Restricted 0.00 0.00 13,571.15 13,571.15
Committed 0.00 Q.00 00 ¢.00
Assigned 2,967.97 0.00 0.00 2,967.97
Unassigned 0.00 0.00 0.060 0.00
Total Fund Balances 2,967.97 0.00 13,571.15 196,539.12
TOTAL LIABILITIES
AND FUND BALANCES $2,967, 987 50.00 $13,572.15 $16,539.12

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



REVENUE :

Services
Taxes

Fines, Penalties & Permits
Interest Earned
Royalties,Rents & Other
Intergovernnental

TOTAL

EXPENDITURES:

Personal Service
Maintenance & Operation

Sanitation

Capital Projects

TOTAL

Excess of Revenues Over/
<Under> Expenditures

Cperating Transfers

Fxcess of Revenues Qver/
<Under> ALl

Balance at 7/01/11

Balance at 6/30/12

The accompanying notes

TOWN OF CLEQ SPRINGS SCHEDULE B-1

MAJOR COUNTY - OKLAHOMA
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE - MODCFIED CASH BASIS -
GENERAL FUND TYPE GOVERNMENTAL FUNDS
JULY 01, 2011 TO JUNEB 30, 2012

GENERAL FUND TYPE GOVERNMENTAL FUNDS

WATER & SEWER ADMIN

GENERAL CPERATING PETTY CASH TOTALS

FUND FUND FUND 2011-12
$33,950.92 $73,651.42 $0.00 5107,602.34
39,991.45 $0.00 G.00 39,991.45
1,867.00 $1,434.60 0.00 3,301.60
272.20 119.04 0.00 391.24
9,264.75 2,522.75 0.00 11,787.50
(.00 0.00 0.00 0.00
85,346.32 77, 727.81 0.00 163,074.13
16,758.92 83,816.30C 0.00 100,576.22
32,881.28 20,548.21 87.25 53,526.74
31,847.13 G6.00 0.00 31,847.13
0.00 0.00 .00 0.00
81,488.33 104,364.51 97.25 185,950.09
3,857.99 (26,636.70) (97.25) (22,875.96)
(200.00) 0.00 200.00 0.00
3,657.98 (26,636.70) 102.75 (26,533.95)
120,721.62 50,259,512 53.11 171,034.24
$124,379.61 $23,622.81 5155.86 $148,158.28

an integral part of these financial statements.



REVENUE:

Taxes

Interest Barned

Services

Patron Deposits

Donations and Other

Intergovernmental
TOTAL

EXPENDITURES:

Perscnal Service

Maintenance & Operation

Debt Service

Capital Projects

TOTAL

FExcess of Revenues Over/
<Under> Expenditures

Operating Transfers

Excess of Revenues Over/
<Under> All Uses

Balance at 7/01/11
Balance at 6/30/12

The accompanying notes are an

TOWN OF CLEC SPRINGS SCHEDULE B-2

MAJCR COUNTY - OKLAHOMA

COMBINING STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCE -

MODIFIED CASH BASIS - NON-MAJOR OTHER GOVERNMENTAL FUNDS

JULY 01, 2011 TO JUNE 30, 2012

SPECIAL CAPITAL
REVENUL PROJECTS PERMANENT
FUND FUND FFUND
PARK AND SERVICE
RECREATICN CDBG CONTRACT TOTALS
FUND FUND FUND 2011-12
$0.00 $0.00 50.00 $0.00
0.00 0.00 0.00 0.00
95.00 0.00 0.00 95.00
0.006 0.00 1,100.00 1,100.00
0.00 0.00 0.00 0.00
0.00 66,102.00 0.00 66,102.00
95.00 66,102.00 1,100.00 67,297.00
0.00 0.C0 C.00 0.0C
0.00 0.00 1,400.00 1,400.00
0.00 .00 0.00 0.00
0.00 66,102.00 0.00 66,102.00
0.00 66,102.00 1,400.00 67,502.00
95.00 0.00 (30C.00) {205.00)
0.00 .00 0.00 0.00
95.00 .00 {300.00) (205.00)
2,812.97 (.00 13,871.15 16,744.12
$2,967.97 50.00 513,571.15 $16,539.12

integral part of these financial statements,



g uworietadoadde pspusduwaun TIE pUR weisAs Azezsbong psietzdoadde ue sszTTran uMet, UL
SU3 UT pung teIsus) sul butiusssexzd ur pasn BUTIURODDE 3O SIERY BUL YITM 3UBISTSUOT ST STSEC STl
93 T 230N YT peUTIOssp DUTIUNODDE IO STSBQ USED RBTITDOW Y3 uo pungy Te X

IJUBD UL Joi 1:bpng

SUNPBYDE UOSTIECHCS AJEISEDhE-UOTIPUAGI Ul TEI0aTsT0anE BeItiliey o1 55500
T9 6LE7'p2T I8°ELE'R2TS 00" 0s 007 0s¢
00" 0 £9°T1ZL 0T 29°172L°0721 29°1eL°027T
T8 6LT’p2T €87 LE9 '€ L9 TZL02T! tze-12o'0zT) $350 TIY¥ <Ispuas
XBAC DNUBADY IO S$S90%3
(00 002) o006z} 007002 207002 sxagsuex] HurzeIndD
1976487921 66°158'¢ {zo 126’021  (29°128702T) §3x03TpusdXE <ISPUL>
/IBA0 SSNUBASYE IO SSI0X%
$8°915°€01 EE€ BBY ‘18 LTTS00'68T LTI"500°S8T TYLOL
00" ¢ 0C° ¢ 0070 00 0 5834 Mueg
LB 25979 ET7L78°1E Q4700s '8 00006 “8E uctaeatuss
00005 ‘g 000 0070052 0070052 AeTing Teitden
08°€21°18 82 i8g'zZ¢ LT S00°%TT LT S0C 91T uotaeIad; ¥ BOUBUSIUTER
80°0%Z‘E1 Z6765L 0T co'o000g Q0°0Cco’0¢g S85TAISS [RuUcSIag
CSHENIIONTE RS
LL7Z98°0% ZET9%E'6R SETE8F G EETERY O TYLOL
(067089} 00" Leg’T 087 LBS'E DETLPS'E §3TWIzd % €3UTI I0TT04
S6°9¢6 7% C5°9L5'% 0G0 080 IBUl0 % saTiTelou’sTeiusy
CZ 7887 £6°0S6'¢¢ L2890 62 19799087 Sa2Taxsg
LY Z2T'L8 S¥TI66 'EES 86°898°'7¢s 86°8%8°z2¢£¢ Saxg]
TSENNEAZY
<ETEYIOAYINGS> TYEOL0Y 149408 LE2a08
ATEYIOAYS TYNIZ IWNIDIED
1Ad30N9 TYNTA
HLIM ZONYIYYA
Z10Z ‘0€ ENOL ONIGNE EYEA TYDSIS FHL WOl
TNO QNRZ TYHENTS - SISYE HSYD
Q2IJI00W - TYNLDY ONY LISING - SHINYIYE
ONDd NV SEEALIQNIIYA 'SENNAAZE A0 INEWNIIYLS
YHOHYIRD - ALNNOD ¥ODO¥R
A700EH0s SONTH4S OFTD 40 NMOL



Chas. W. Carroll, P.A.

Enid, Oklahoma 73701
Phonc 580-234-5468
Fax 580-.234-5425

The Broadway Tower - Suite 805
114 E. Broadway

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

The Honorable Maycr and Board of Trustees
Town of Cleo Springs
Major County, Oklahoma

I have audited the accompanying financial statements, each major fund and
aggregate remaining fund information of the Town of Cleo Springs, Major County,
Oklahoma, as of and for the year ended June 30, 2012, and have issued my report
thereon dated December 10, 2012. The Town prepares its financial statenents on a
basis of accounting that demonstrates compliance with a modified cash basis, which
is a comprehensive bhasis of accounting other than accounting principles generally
accepted in the United States of America. In my report, my opinion was adverse
because the financial statements referred to above do nolt present the government-
wide financial statements as required by the accounting principles generally
accepted in the United States of America. The Town has not presented the required
supplemental information which includes the Management’s Discussion and Analysis
that accounting principles generally accepted in the United States of America has
although not required to be part of, the
basic Financial Statements. I conducted my audit in accordance with generally
accepted auditing standards and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of

the United States.

determined 1s necessary to supplement,

Internal Control Over Financial Reporting

Management of the Town of Cleo
establishing and maintaining efflfective
In planning and performing my audit, I considered the
financial reporting as a basis for designing my auditing procedures for the purpose

of expressing my opinion on the financial statements, but not for the purpose of
expressing an opinicn of the effectiveness of the Town's internal ceontrol over
financial reporting. Accordingly, I do not express an opinion on the effectiveness
of the Town's internal control over financial reporting.

Springs, Oklahoma, 1is responsible for
internal control over financial planning.
Town’s internal control over

when the design or operation of a
in the normal course of performing

and correct misstatements on a
combination of

A deficiency in internal control exists
control does not allow management or enployees,
their assigned functions, to prevent or detect
timely basis. A material weakness 1s a deficiency, or a
deficiencies, in internal control such that there is a reascnable possibllity that
a material misstatement cf the entity's statements will not be prevented,

or detected and corrected on a timely basis.

financial

My consideration of internal control over financial reporting was for the
limited purpese described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control over financial reporlting
that might be deficiencies, significant deficiencies, or material weaknesses. I
did net identify any deficiencies in internal control over financial reporting that
T consider to bhe material weaknesses, as defined above. However, T identified
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Internal Control/Compliance Report
Town of Clec Springs, OCklahoma
Page Two

certain deficiencies in internal control over financial reporting, described in the
accompanying schedule of findings that I consider to be significant deficiencles in
internal control over financial reporting as item 12-03 A significant deficiency
is a deficiency, or 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.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Town's financial

statements are free of material misstatement, I performed tests of its compliance
with certain provisions of laws, regulations, ceontracts and grant agreements,
noncompliance with which c¢ould 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 my audit and accordiongly,
The results of my tests disclosed instances of

I do not express such an opinion.
noncompliance or other matters thal are required to be reported under Government

Auditing Standards, and which are described in the accompanying Schedule of

Findings as items 12-01 and 12-02.

I noted certain matters that I reported to management of the Town in a
separate letter titled “Current Year Audil Exceptions And Recommendations” as item
B-1.

federal

This report is intended solely for the information and use of the
awarding agencies and pass-through entitles, management, others within the
organization, and the Town Board and is not intended Lo be and should not be used

by anyone other than these specified parties.

WMM

has. W, Carroll P.A
December 10, 2012

Sincerely,
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TOWN OF CLEC SPRINGS
CLEO SPRINGS PUBLIC WORKS AUTHORITY
MAJOR COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

DISPOSITION OF PRIOR YEAR FINDINGS
JUNE 30, 2012

11-G1 Financial Statement Presentation

not presented government-wide financial statements to display
financial position and changes in modified cash basis
activities in the pricr year and did notl

The Town had
the modified cash basis
financial position of its governmental
present them in the current fiscal year.

11-02 Required Supplemental Information

The Town had not presented the Management’s Discussion and Analysis that

accounting principles generally accepted in the United States of America has
determined is necessary to supplement, although not reguired to be part of the
basic financial statements in the pricr year, and did net provide the Discussion

and Analysis in the current fiscal year.

11-03 Lack of Segregation of Duties

The finding that inherent limitations resulting from a small numnber of
employees performing functions, which would normally be divided among a larger
number of employees, prevented a proper segregation of accounting functions which
is necessary in order to assure adequate internal accounting controls continued in

the current fiscal year.

PAGE 18



TOWN OF CLEO SPRINGS
CLEQO SPRINGS PUBLIC WORKS AUTHORITY
MAJOR COUNTY - OKLAHOMA
JULy 1, 2011 TO JUNE 30, 2012

SCHEDULE OF AUDIT FINDINGS
JUNE 30, 2012

accordance with GAGAS.

12-01 Financial Statement Presentation

Management has not presented government-wide financial statements to display
financial position and changes in modified cash basis
activities. Accounting principles generally
as applied to the Town's medified cash
of government-wide financial
Town's

the modified cash basis
financial position of its governmental
accepted in the United States of America,

basis of accounting, require the presentaltion
statements resulting from modified cash basis transacticn for the

governmental activities are not reasonably determinable.

12-02 Required Supplemental Information

The Town of Cleo Springs, Oklahoma, has not presented the Management’s
Discussion and Analysis that accounting principles generally accepted in the United
States of America has determined is necessary to supplement, although not required
to be part of, the basic financial statements.

12-03 Lack of Segregation of Duties

transaction authorization,

Criteria: Segregation of dutlies over asseh custody,
of effective internal

bookkeeping and reconciliation is an important element
control over government assets and resources.

individual who is

Condition: Due to its limited population, the Town employs one
the objectives of

responsible for certain duties that are incompatible with
effective internal control.

Cause: The Town’s limited population and resources result in the inabllity to
provide sufficient staffing to fully segregate incompatible duties.

the risk increases that errors,

Effect: Without preoper segregation of duties,
For

fraud or illegal acts could cccur and not be detected within a timely basis.
example, employees with access to cash and access to the accounting records could

misappropriate cash and conceal the misappropriation through improper accounting

entries or adjustment.

Recommendation and Benefit: Efficient segregation of duties is difficult 1in a

small environment; however, this segregation of duties is an important one to
seriously consider. We recommend the Town assess Lhe feasibility of segregaling
the cash collecticon duties from those of posting and adjusting customer accounts
and posting to the accounting ledgers, Lo the extent reasonably possible. The Town
may want to consider the use of volunteer assistance on a monthly basis for the
reconciliation duties to segregate those activities from asset custody and
bockkeeping. Such duties segregation will significantly reduce Uthe xisk of
undetected errors, fraud or illegal acts.
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TOWN OF CLEO SPRINGS
CLEOQ SPRINGS PUBLIC WORKS AUTHORITY
MAJOR COUNTY - OKLAHOMA
Jury 1, 2011 TO JUNE 30, 2012

SCHEDULE OF OTHER MATTERS
JUNE 30, 2012

Specific Administrative Controls

Internal Control

B-1 Purchasing Procedures / Invoice Documentation

During my review of the Town’s expenditures I found that not all inveices
attached to purchase orders contained the signature of an authorized employee
verifying that materials or services had been received. Fach invoice shall be
signed by designated employees t¢ attest that the order is complete and payment may

be made.

Also, several invoices paid through the Town’'s appropriated funds were dated
prior to the creation date on the purchase order. Purchase orders should be

created prior to making obligations.
T alsc found payments were made to a service provider that were not supported
by & contract or invoice. I recommend contracts be created between the Town and

any individuals providing personal services whether on a regular or as needed basis
in order to establish rates of compensation as well as services to be provided.
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TOWN OF CLEO SPRINGS
CLEO SPRINGS PUBLIC WORKS AUTHORITY
MAJOR COUNTY - OKLAHOMA
JULY 1, 2011 TO JUNE 30, 2012

SCHEDRULE OF QTHER MATTERS - PRIOR YEAR
JUNE 30, 2012

All other matters of the prior year have since been resolved unless they are
presented in the current year Schedule of Other Matters followed by "A similar
exception was presented in the Schedule of Other Matters in the previous year audit
report”.
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