CITY OF GUY

AMOUNT REQUESTED
$80,000.00

ARP FUNDS RECEIVED
$81,416.21

The City of Guy will be
replacing water infrastructure
that has not been reliable for
many years. Having these lines
upgraded will not only improve
the lives of the citizens of
Northern Faulkner County, it will
improve water service, fire
protection, and ensure @
better supply of potable water.

PEOPLE IMPACTED

600 people would benefit from this
project.




RECEIVED

FEB 16 2022
Faulkner County

American Rescue Plan / Coronavirus State and LocgﬁUL
Fiscal Recovery Funds Application

KNER CO. JUDGE

Organizational information:
Name or organization: C—-U,L ?) ol C:‘uy Later
Physical address: 4Hos H wy 2 N ) & (‘ﬁenin'(Ll AR 1765 &
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= /
Phone: S0l - 79- H5%5
CEO or Executive Director information:
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Financial Officer or Director information:
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Email:
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The Q,'-'hf o’F woab ¥oum)ﬁ)~ hS \g“fg' The Csvy Later \Deﬂarfmﬂ\.l(}qﬁ

K y g "'\/\{
N \ 1q’,0h5. I+ has cﬁrow'\
w o) 1+ Pe Early
5:5 Pl)bj \/ea‘::? 4o now  Saviny 1,720 citizes oF Tavlhner Coonty.

Qur UJCC*G’_\\ Serv‘\wb J{ hhe C‘{Y 9'F CJ’U'/ a—\k +»\Q SOf' POUA’;;-(K

abrea. 6)&@“(\



Financial information:

1.

Have you received other state or federal grant funds in the past three
years? If so, list the grant name, the organization from whom it was

received, the amount of funding received, and the status of the grant

expenditure.

No

Please Attach your organization’s audits from 2019, 2020, and 2021 if
available.

2019 and 2020 are enclosed in this application. 2021 has not yet
been completed.

What is your organization’s annual budget? Please attach a copy of your
2021, 2021, and 2022 budgets.

These are enclosed in this application.

The applicant certifies that any funds received through this Faulkner
County granting program are fully subject to federal regulations and
affirms that the funds will be properly spent in compliance with the
American Rescue Plan Act of 2021. The applicant further affirms that
financial controls are in place such that each expenditure under the grant
will be fully documented and that such documentation will be open to the
public and submitted to the County for audit. The applicant understands
that all aspects of their use of the grant are open to the public and subject
to the Freedom of Information Act.



About your request:

5. Please indicate under which category of eligibility under AR
PA your organization is applying:

e Public Health and Economic Impacts — Responding to COV
ID-19

e Public Health and Economic Impacts — Responding to Negative
Economic Impacts

e Investments in Infrastructure — Water and Sewer

e Investments in Infrastructure — Broadband

6. Briefly and clearly state how your project responds to the COVID-19
crisis:

During the highest infection rates of the COVID-19 virus, our Water
Utility worked continuously to provide sanitary potable water to
ensure our customers had plenty of water to bathe and wash to
combat the virus.

7. Does your project have a county-wide impact? If so, please describe.

Our project will affect a large portion of the citizens of Northern
Faulkner County by making water supply more reliable, therefore
making our community cleaner and healthier.

8. Please describe your project including the following information (in any
order): What will this project accomplish? How will those goals be
measured? How do these goals relate to the goals of the American
Rescue Plan Act (ARPA)?

This project will be replacing water infrastructure that has not been
reliable for many years. Having these water lines upgraded will not
only improve the lives of the citizens of Northern Faulkner County, it



will improve water service, fire protection, and ensure a better
supply of potable water. The ARPA Act allows for the investment in

water infrastructure.

9. Please attach a project budget. If the project includes construction or
third-party services, please provide their estimates.

Enclosed in application

10. Are other funds part of the budget besides ARPA funds? If so, please
list other sources of funding and a copy of their funding commitment, if

available.
All expenses above ARPA funds will be paid for by Guy Water

11.Please describe the organization’s financial management practices that
will ensure audit compliance.

Mayor - oversees the works of the Guy Water Department.
Water Superintendent - designs, orders, manages, and ensures every

part of the project gets completed.
Recorder/Treasurer — oversees the paying of all liabilities associated

with the project.
All three of these persons ensure the accounting of the project is fully

audit compliant.

12.What is the total dollar amount that is being requested from Faulkner

County?
$80,000.00

13.Have you received other ARPA or CARES Act funds? If so, how much
have you received?

Yes, Guy Water has received $81,416.21 in ARPA funds.



Authorized Representative: The signature indicates that I have been authorized to submit an application
requesting funding for the proposed project and to the best of my knowledge and belief, all data contained in
this application is true and correct. If the application is approved for funding, I am authorized to sign any
applicable documents on behalf of the applicant.

Som Hd%yolm / Mayor

Type Name T / | Title
_./@ 2. /Z L b2 %
Sigmature / Date

When completed return by mail or drop-off
to: Faulkner County Judge’s Office
801 Locust Street
Conway, AR 72034



]
-

(—ins \Natoar \NArisc
Guy Watel WOrKs
3y M D) 4
P.O. Box 12
~ ) AD 7N
Guy, AR 72061
501-679-4585

12-16-2021

Honorable Jim Baker
Faulkner County Judge,

Below is a cost estimate to replace the water main and upgrade a new main that
is located under Wolf Branch Road. This project will replace approximately 1.1
miles of water line.

Sam Higdon
Mayor of Guy

Greg Hooten
Water Superintendent

Cost Estimate to replace and upgrade water line located under Wolf Branch
Road.

Materials 60,000.00
Bores--40 foot bores across Pinnacle and Battles Loop=2 @ $2,000=  4,000.00
Gravel--3 loads= 1,000.00
Concrete backing 1,000.00
Labor and trenching S6 a foot @ 6,000 feet 36,000.00
Miscellaneous 10,000.00
Cost Estimate of project $112,000.00
Cost to Guy Water Time and Management of project. $15,000.00

Total cost of Project S 127,000.00




Approved 2022 Guy Water Works Budget

Income
Metered S 660,000
Connection Fee S 25,000
Miscellaneous S 15,000
Total Income $ 700,000

Expenses
Dept. Service/FHA $ 158,000
Insurance/Taxes S 60,000
Misc. Office S 50,000
Repair/Water System S 40,000
Utilities $ 15,000
Water Purchase S 220,000
Capital Improvement $ 12,000
Salaries S 140,000
Total Expenses S 695,000

Greg Hooten
Guy Water



Approved 2021 Guy Water Works Budget

Income
Metered S 650,000
Connection Fee S 24,000
Miscellaneous S 10,000
Total Income $ 684,000

Expenses
Dept. Service/FHA S 158,000
Insurance/Taxes S 55,000
Misc. Office S 40,000
Repair/Water System S 40,000
Utilities S 14,000
Water Purchase S 220,000
Capital Improvement S 12,000
Salaries S 140,000
Total Expenses $ 679,000

Greg Hooten
Guy Water



Approved 2019 Guy Water Works Budget

Income
Metered $591,000 -
Connection Fee S 16,000
Miscellaneous S 70,000
Total Income $ 677,000

Expenses
Dept. Service/FHA S 115,000
Insurance/Taxes S 50,000
Misc. Office S 40,000
Repair/Water System S 40,000
Utilities S 15,000
Water Purchase S 200,000
Capital Improvement $ 12,000
Salaries $ 200,000
Total Expenses $ 672,000

Greg Hooten
Guy Water
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BUDDY WILLIAMS, CPA - MENDY SMITH, CPA - COLTON HALE, CPA
CERTIFIED PUBLIC ACCOUNTANTS « WWW.TURNERWILLIAMSCPA.COM

TURNER

& ASSOCIATES, PA.

INDEPENDENT AUDITOR’S REPORT

To the City Council of Guy, Arkansas
Water System of the City of Guy, Arkansas

Report on the Financial Statements

- We have alidited the accompanying financial-statements-of -the -Water-System of the City of Guy; Arkansas-(the -
System), as of and for the years ended December 31, 2019 and the related notes to the financial statements, as

listed in the table of contents.
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes 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 fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we pian and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial 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 cor error. In making those risk
assessments, the auditor considers internal contrel relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, 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

presentation of the financial statements.

Wg _believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions _

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of the Water System of the City of Guy, Arkansas, as of December 31, 2019, and the changes in financial
position and cash flows thereof for the years then ended in accordance with accounting principles generally

accepted in the United States of America.

1600 W. Beebe Capps Expwy. | Searcy, AR 72143 | ph501.268.0704 | fx 501.268.4520
915 Highway 25B N. | .Heber Springs, AR 72543 | ph 501.362.3153 | fx 501.362.9762



Other Matters

Required Supplementary Information

Management has omitted the management's discussion and analysis and budgetary comparison that accounting

principles generally accepted in the United States of America reguire to be presented to supplement the basic

financial statements. Such missing information, although not a part of the basic financial statements, is required -

. by the:Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
“for placing the basic financial statements in an appropriate operational, economic, or hlstorlcal context Our

opinion on the basic financial statements is not affected by this missing information.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Water System of the City of Guy, Arkansas and
-do net purport to,-and do ot present fairly the financiai positicn of the City of Guy, Arkansas, as of Becernber 31;
2019, the~ changesin its- financial position, or, where applicabie, its cash fiows for the years then-ended in--

accordance with ‘aceounting principies ¢ aneraHy accmptec in the United States of America. Cur opinion_is:not . -

modified with respect to this matter. : o R .
Cther Reporting Required by Government Auditing Staridards

In accordance with- Government Auditing Standards, we have alsa issued our report dated June 16, 2020, on our
consideration of the System’s internal control over financial reporting and on our tests of its compiiance with -
" -certain- provisions-of:laws;. regulations, contracts, and grant agreements and other matters. The purpose. of.that-

report is o describe the scope of our testing of internal contro: over financial reporting and compliance and.the- :

results of that testing; and:not to provide-an opinion on internal contro! over financial reporting or on.gompliance.
That report is an integral-part of an audit performed in accordance with Government Auditing Standards in -

considering the System’s internal contre! over financia’—:! reporiing and compliance.

Turner, Williams and Associates, P.A.
Searcy, Arkansas :
June 16, 2020




WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
STATEMENT OF NET POSITION
DECEMBER 31, 2019

ASSETS

Current assets

Cash $ 157,993
Accounts receivable - water 67,113
Total current assets 225,106
Long-term assets
Property and equipment,
net of depreciation (Note 3) 1,433,923
Total long-term assets 1,433,923
Other assets
Restricted cash 148,522
Total other assets 148,522
TOTAL ASSETS $ 1,807,551
LIABILITIES AND NET POSITION
Current liabilities
Accounts payable $ 22,031
Accrued interest payable 3,105
Accrued payroll 847
Accrued vacation 5,975
Accrued payroll taxes 652 .
Customer meter deposits 67,907
Current portion of notes and bonds payable 83,355
Total current liabilities 183,872
Long-term liabilities
Notes and bonds payable, net of current portion 782,980
Total long- term liabilities 782,980
Total liabilities 966,852
Net position
Net investment in capital assets 567,588
Restricted 80,615
192,496

Unrestricted
Total net position

TOTAL LIABILITIES AND NET POSITION

840,699

_$ 1,807,551

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



WATER SYSTEM OF THE CITY OF GUY, ARKANSAS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED DECEMBER 31, 2019

Operating revenue
Water revenue
Connection fees
Inspection fees
Other revenue

Operating expenses
Auto
Depreciation
Dues
Insurance
Road bore
Rent
Miscellaneous
Office
Professional fees
Supplies and repair
Taxes - payroll
Taxes - real estate
Taxes - sales
Travel
Utilities
Wages
Water

Total operating expenses

Net operating income

Nonoperating revenue (expenses)
Interest income
Insurance proceeds
Interest expense
Income (Loss) on disposal of assets
Other expense, net

Increase (decrease) in net position
Net position at beginning of year

Net position at end of year

$ 590,252
33,500
2,200

6,721

632,673

5,853
52,983
5,720
7,700
7,800
1,744
1,941
13,055
6,318
28,449
9,334

3
40,669
1,798
12,348
123,635
198,655

518,005

114,668

1,054
27,562
(32,437)
(19,420)

(23,241)

91,427

749,272

_$ 840699

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

4



WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2019

Cash flows from operating activities

Cash received from customers $ 600,498
Cash paid for water (198,655)
Cash paid to employees (123,635)
Cash paid to suppliers (135,974)
Net cash provided (used) by operating activities 142,234
Cash flows from investing activities
Interest received on investments 1,054
Purchases of property and equipment (328,082)
Proceeds from sale of property and equipment 10,000
Insurance proceeds 27,562
Net cash provided (used) by investing activities (289,466)
Cash flows from capital and related financing activities
Repayments of long-term debt (55,089)
Proceeds from new loans 261,000
Interest paid on debt (32,438)
Net cash provided (used) in capital and related financing activities 173,473
Net increase in cash and cash equivalents 26,241
Cash and cash equivalents, beginning of year 131,752
Cash and cash equivalents, end of year $ 157,993

The accompanying notes are an integral pért of these financial statements.
5



WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2019

Net operating income $ 114,668

Adjustments to reconcile operating income to
net cash provided (used) by operating activities
Depreciation 52,983
Change in assets and liabilities which
provided (used) cash

Accounts receivable (10,311)
Restricted cash (27,488)
Accounts payable and accrued expenses 6,758
Customer meter deposits 5,624
Net cash provided (used) by operating activities $ 142,234

The accompanying notes are an integral part of these financial statements.
6



WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2019

1) SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING

Organization
The Water System of the City of Guy, Arkansas (System), is a component unit of the City of Guy, Arkansas

(City) which was established as an enterprise fund of the City to provide water services to residents of the City.
These financial statements are intended to present the financial position, results of operations and cash flows of
only that portion of the funds and account groups of the City that are attributable to transactions of the system,

not the financial position of the City of Guy, Arkansas.

Basis of Accounting
The financial statements of the System are prepared in accordance with generally accepted accounting

principles (GAAP). It applies all relevant Governmental Accounting Standards Board (GASB) pronouncements
and applicable Financial Accounting Standards Board (FASB) pronouncements and Accounting Principles Board
(APB) opinions issued on or before November 30, 1989, unless they conflict with GASB pronouncements and
apply all FASB pronouncements issued after November 30, 1989, except for those that conflict with or contradict

GASB pronouncements.

The accounts of the System are accounted for in an enterprise fund, which is considered a proprietary fund type.
Enterprise funds account for activities that are financed and operated in a manner similar to private business
enterprises for which periodic determination of revenues, expenses and net income is desirable. The intent is
that costs (expenses, including depreciation) of providing services to the general pubic on a continuing basis be
financed or recovered primarily through user charges. Enterprise funds are reported using the economic
resources measurement focus and the accrual basis of accounting.

Measurement focus is a term used to describe "which" transactions are recorded within the various financial
statements. In the fund financial statements, the "current financial resources" measurement focus or the

"economic resources" measurement focus is used as appropriate.

The accounting objectives of this measurement focus is the determination of operating income, changes in net
assets (or cost recovery), financial position, and cash flows. All assets and liabilities (whether current or
noncurrent) associated with their activities are reported. Proprietary fund equity is classified as net assets.

Operating revenues and expenses are distinguished from other income (expense) items in the statement of
revenues, expenses and changes in net position. Operating revenues and expenses generally result from
providing services in connection with the principal ongoing operations. All revenues (expenses) not meeting this
definition are reported as other nonoperating income (expenses), but remain a major component of the overall

revenues and expenses of the System.

Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis of accounting in accordance

with generally accepted accounting principles. Net position and revenues, expenses, gains, and losses are
classified based on the existence or absence of donor-imposed restrictions and regulatory requirements.
Accordingly, net position of the System and changes therein are classified and reported as follows as required by

GASB:




WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2019

Net investment in Capital Assets- consists of capital assets including restricted capital assets, net of
accumulated depreciation and reduced by outstanding balances of any bonds, mortgages, notes, or
other borrowing that is attributable to the acquistion, construction, or improvement of those assets.

Restricted - consists of net position with constraints placed on the use either by external groups such as
creditors, grantor, contributors, or laws or regulations of other governments or by law through constitutional

provision or enabling legislation.

Unrestricted - consists of all other fund position that do not meet the definition of "restricted" or "invested in
capital assets, net of related debt".

When both restricted and unrestricted resources are available for use, it is the System's policy to use restricted
resources first, and then unrestricted resources as they are needed.

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires

management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Income Taxes :
The entity is exempt from income taxes under Section 501(c)(4) of the internal Revenue Code of 1986:

therefore no provision for income taxes has been made in the accompanying financial statements.

Concentration of Credit Risk
Sales of water services are made on open account to customers located in the City of Guy, Arkansas and are

collateralized to the extent of each customer's meter deposit.

Concentration of Custodial Risk
The System had deposits in multiple local banks. The Federal Deposit Insurance Corporation (FDIC) insures

accounts at each institution up to $250,000. The custodial risk is the risk that in the event of bank failure, the
System's deposits may not be returned to the system. The System's deposit policy for custodial credit risk
requires compliance with the provisions of the state law. State law requires collaterization of all deposits with
federal depository inusrance, bond and other obligations of the U.S. Treasury, U.S. agencies or instrumentalities
or the state of Arkansas. At December 31, 2019, all of the Department's cash balances of $313,208 (held at two

different financial institutions) were insured by the FDIC.

Concentration of Vendor Risk
Purchases for the year ended December 31, 2019 include amounts from a major supplier that accounted for

100% of the water purchased by the System. Management believes no significant risk is present under this
arrangement. '

Cash and Cash Equivalents
Cash and Cash Equivalents include all monies in banks and highly liquid investments with maturity dates of less

than three months.

Accounts Receivable
Accounts receivable consist of amounts due for water sales and various miscellaneous charges. Meter deposits

are considered to adequately cover past due accounts, therefore no allowance for doubtful accounts has been
recorded. There was no bad debt expense for the year ended December 31, 2019.




WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2019

Property and Equipment

Acquisitions of property and equipment in excess of $1,000 and a useful life of greater than one year are
capitalized. Property and equipment are carried at cost or, if donated, at the approximate fair value at the date of
donation. Interest expenditures incurred on construction projects are capitalized as a cost of construction.
Depreciation is computed using primarily the straight-line method over the following estimated useful lives:

_ Useful Life _

Asset
Water System 9-40 years
Buildings and Improvements 15-40 years
Equipment 3-10 years
Construction in Progress Depreciable upon completion
Land Indefinite

Depreciation expense was $52,983 for the year ended December 31, 2019.

Compensated Abscences
The System provides all eligible employees vacation benefits. The System has accrued a liability for vacation

pay, which has been earned but not taken by employees.

Customer Deposits
As security for payment of bills, the System requires a deposit from customers. No interest is paid on such

deposits.

Revenue Recognition
The System's revenue is derived primarily from water. Revenue is recognized on the accrual basis and is

recorded as services are provided. Operating revenues result from providing services in connections with the
principal ongoing operations. Non-operating revenues represent all other revenue not meeting this definiton.

Grant Revenue

Resources from capital grants are reported as restricted support. When a grant restriction expires, that is,
when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net
assets are reclassified to unrestricted net position and reported in the statement of activities as net assets

released from restrictions.

Sales Taxes
Sales taxes charged to the System’s customers are recorded as revenue when received. An expense is then

recorded when these amounts are remitted to the appropriate taxing authority. Sales tax expense is a
component of operating expenses.

Subsequent Events
Management has evaluated subsequent events through June 16, 2020, the date which the financial statements

were available to be issued.




WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2019

2) RESTRICTED ASSETS

Restricted assets consists of customer meter deposits, a debt service reserve required by the USDA, and a
depreciation reserve required by Arkansas Natural Resource Commission.

Restricted assets are as follows:

2019
Customer meter deposits $ 67,907
Debt Service Reserve-USDA 3,720
Depreciation Reserve-ANRC 76,895
5 148522

The loan agreement with USDA requires a debt service reserve to be funded at a rate of $310 per month for a
period of 40 years. The loan agreements with ANRC require the System to fund a depreciation reserve account
in the amount of $200,000 to be accumulated at the rate of $240 per month. Also the System must maintain a
meter construction depreciation account that must have a balance of 3% of gross revenue until the balance
reaches $50,000. Total required reserves for loans totals $80,615 for the year ended December 31, 2019.

3) PROPERTY AND EQUIPMENT

At December 31, 2019, the carrying value and accumulated
depreciation of property and equipment are as follows:

12/31/2018 Additions Disposals 12/31/2019

Water system $ 1,748,750 $ 264,751 $ (17,782) $ 1,995,719
Buildings and Improvements 94,432 — - (1,200) —93,232 —— —..
Equipment 114,679 © 83,332 (44,596) 153,415
Land C 11662 . - 11,662
1,969,523 348,083 (63,578) 2,254,028
Accumulated depreciation (811,279) (52,983) 44157 (820,105)
Net property and equipment $ 1,158,244 3 295100 $ (19,421) $ 1,433,923

10



WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2019

4) LONG-TERM DEBT

Long-term debt consists of the following: Increase Due Within
2018 (Decrease) 2019 One Year
Note payable to USDA Rural Dev. Bearing
interest at 5.00% per annum. Payable in monthly
installments of $310, including interest, through
December 2021. The note is secured by water
sales revenue and system assets. $ 10,028 §$ (3.294) $ 6734 $ 3 462
Note payable to AR Natural Resource Comm.
bearing Interest at 5.00% per annum. Payable in
semi-annual installments of $36,189, including
interest, through December 2029. The note is
secured by water sales revenue and system
assets. 585,730 (43,630) 542,100 45,839
Note payable to AR Natural Resource Comm.
bearing Interest at .50% per annum. Payable in
annual installments of $26,823, including interest,
through June 2029. The note is secured by
water sales revenue and system assets.
- 261,000 261,000 25,518
Note payable to AR Natural Resource Comm.
bearing Interest at 4.50% per annum. Payable in
semi-annual installments of $5,492, including
interest, through December 2025. The note is
secured by water sales revenue and system
assets. 64,666 (8,165) 56,501 8,536
Total long-term debt $ 660424 $ 205911 $ 866335 % 83,355
Less current portion (65,088) (28,267) (83,355)
Long-term debt, net of current portion $ 605336 $ 177644 $ 782,980
Scheduled retirements of long-term debt are as follows:
For the year ended December 31: Principal Interest

2020 83,355 30,441

2021 86,002 27,536

2022 85,703 24,482

2023 88,818 21,367

2024 92,082 18,103

2025-2029 430,375 39,561

$ 866,335 $ 161,490

11




WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2019

5) CHANGES IN NET POSITION

The changes in net position are as follows:

Net
in Capital
Assets Unrestricted Restricted Total
Net Position at December 31, 2018 $ 497820 $ 192,701 $ 58,751 $ 749,272
Profit - 91,427 - 91,427
Transfers 69,768 (91,632) 21,864 -
Net Position at December 31, 2019 $ 567588 $§ 192496 _% 80615 _% 840,699

6) INCOME TAXES

Generally accepted accounting principles require tax effects from uncertain tax position to be recognized in
financial statements only if the position is more likely than not to be sustained if the position were to be
challenged by a taxing authority. The assessment of the tax position is based solely on the technical merits of
the position, without regard to the likelihood that the tax position may be challenged. If an uncertain tax position
meets the more-likely-than-not-threshold, the largest amount of tax benefit that is greater than 50% likely to be
recognized upon ultimate settlement with the taxing authority is recorded. The System's primary tax positions
relate to its status as a non-profit entity exempt from income taxes and classification of activities related to its
exempt purpose. Management has evaluated the tax positions reflected in the System's tax filings and does not
believe that any material uncertain tax positions exist.

12



SUPPLEMENTARY INFORMATION



TURNER &

BUDDY WILLIAMS, CPA - MENDY SMITH, CPA - COLTON HALE, CPA
CERTIFIED PUBLIC ACCOUNTANTS « WWW.TURNERWILLIAMSCPA.COM

& ASSOCIATES, PA.

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED CN AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the City Ceuncil

City of (‘uy Ar!{ansas ' _ L i

 We- have audited, in accordance wnth The 2 audltlng standards generally—acmpwed in the Unlt dSﬁfééfeﬂf%merica o
and the standards applicable to finarcial audits contained in Governiment Auditing Standards issued by ‘the - ..
Comptroller Generai of the United States, the financial statemenis of the Water System of the City of Guy,
-Arkansas, as of and for the year ended December 31, 2019, and the related notes to the financial statements,
which collectively comprise the System’s basic financial statements and have issued our report thereon.dated

* June 16, 2020.
Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Systen's internal conirol 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 financiai statements, but not for the purpose of expressing an
opinion on-the effectiveness of the System’s internal conirol. Accordingly, we do not express an opinion on-the

effectiveness of the System’s internal control. -

A deficiency in internal control exists when the design or operation of a control does not allow managemerit 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 reascnable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected, on a fimely 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.

Our 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. Given these limitations, during our audit we did -not identify any deficiencies in internal
control that we consider to be material weakneSQes However, material weaknesses may exist that have not been

identified.
Compliance and Other Matters

As part of obtaining reasonable assurance about whether the System’s financial statements are free from 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 did not
disclose any instances of noncompliance or other matters that are required to be reported under Government

Auditing Standards.

Purpose of this Report

The purpose 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 report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering the entity's inte rggb W)E onl %rawgpscg &harrccgéa@ccyc%d;r}g% tlhlshq)cyp%ndcgyop §ﬁqt268 4520

suitable for any other purpose.
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INDEPENDENT AUDITOR'S REPORT

To the City Council of Guy, Arkansas
Water System of the City of Guy, Arkansas

Report on the Financial Statements

We have audited the accompanying financial statements of the Water System of the City of Guy, Arkansas (the
System), as of and for the years ended December 31, 2020 and the related notes to the financial statements, as

listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes 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 fraud or error.

Auditor’s Responsibility

Our responsibility is to. express opinions on these financial statements based on our audit. We conducted our
audit in accordance with-auditing standards generally accepted in the United States of America and the standards - -
applicable to financial ‘audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial 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 circumstances, 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

presentation of the financial statements.

Wg _believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of the Water System of the City of Guy, Arkansas, as of December 31, 2020, and the changes in financial
position and cash flows thereof for the years then ended in accordance with accounting principles generally

accepted in the United States of America.

1600 W. Beebe Capps Expwy. | Searcy, AR 72143 | ph501.268.0704 | fx501.268.4520
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Other Matters v

Required Supplementary Information

Management has omitted the management’s discussion and analysis and budgetary comparison that accounting
principles generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by this missing information.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Water System of the City of Guy, Arkansas and
do not purport to, and do not present fairly the financial position of the City of Guy, Arkansas, as of December 31,
2020, the changes in its financial position, or, where applicable, its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America. Our opinion is not

modified with respect to this matter.
Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 10, 2021,
on our consideration of the System’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
the results of that.testing, and not to provide an ‘opinion on 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 System’s internal control over financial reporting and compliance.

Soron it 2ot soeinlis; P
Turner, Williams and Associates, P.A.

Searcy, Arkansas
September 10, 2021



WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
STATEMENT OF NET POSITION
DECEMBER 31, 2020

ASSETS
Current assets
Cash $ 191,406
Accounts receivable - water 86,474
Total current assets 277,880
Long-term assets
Property and equipment,
net of depreciation (Note 3) 1,396,775
Total long-term assets 1,396,775
Other assets
Restricted cash 163,245
Total other assets 163,245
TOTAL ASSETS $ 1,837,900
LIABILITIES AND NET POSITION
Current liabilities
Accounts payable $ 25,763
Accrued interest payable 3,105
Accrued payroll 880
Accrued vacation 5,720
Accrued payroll taxes 407
Customer meter deposits 69,513
Current portion of notes and bonds payable 86,002
Total current liabilities 191,390
Long-term liabilities
Notes and bonds payable, net of current portion 696,978
Total long- term liabilities 696,978
Total liabilities 888,368
Net position
Net investment in capital assets 613,795
Restricted 93,732
Unrestricted 242,005
Total net position 949,532

TOTAL LIABILITIES AND NET POSITION

$ 1,837,900

The accompanying notes are an integral part of these financial statements.
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WATER SYSTEM OF THE CITY OF GUY, ARKANSAS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

Operating revenue
Water revenue
Connection fees
Inspection fees
Other revenue

Operating expenses

Auto
Depreciation
Dues

Insurance

Road bore

Bad debt
Miscellaneous
Office
Professional fees

Supplies and repair

Taxes - payroll

Taxes - real estate

Taxes - sales
Travel
Utilities
VWages
Water

FOR THE YEAR ENDED DECEMBER 31, 2020

Total operating expenses

Net operating income

Nonoperating revenue (expenses)

Interest income
Interest expense

Other expense, net

Increase (decrease) in net position

Net position at beginning of year

Prior period adjustment (Note 7)

Net position at beginning of year adjusted

Net position at end of year

$ 645226
15,770
1,960

9,485

672,451

3,725
62,487
6,453
8,622
3,275
2,145
802
13,612
6,721
32,863
8,835

3
43,733
100
11,790
120,767
220,726

546,650

125,792

796
(30,441)

___ (29645

96,147

840,699

12,686

853,385

S 949,532

The accompanying notes are an integral part of these financial statements.
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WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2020

Cash flows from operating activities
Cash received from customers
Cash paid for water
Cash paid to employees
Cash paid to suppliers
Net cash provided (used) by operating activities

Cash flows from investing activities
Interest received on investments
Purchases of property and equipment
Net cash provided (used) by investing activities

Cash flows from capital and related financing activities
Repayments of long-term debt
Interest paid on debt

Net cash provided (used) in capital and related financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$ 651,053
(220,726)
(120,767)
(137,810)

171,750

796
(25,339)

(24,543)

(83,353)
(30,441)

(113,794)

33,413
157,993

$ 191,406

The accompanying notes are an integral part of these financial statements.
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WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2020

Net operating income $ 125,792

Adjustments to reconcile operating income to
net cash provided (used) by operating activities
Depreciation 62,487
Change in assets and liabilities which
provided (used) cash

Accounts receivable (6,675)
Restricted cash (14,723)
Accounts payable and accrued expenses 3,263
Customer meter deposits 1,606
Net cash provided (used) by operating activities $ 171,750

The accompanying notes are an integral part of these financial statements.
6



WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

1) SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING

Qrganization '
The Water System of the City of Guy, Arkansas (System), is a component unit of the City of Guy, Arkansas

(City) which was established as an enterprise fund of the City to provide water services to residents of the City.
These financial statements are intended to present the financial position, results of operations and cash flows of
only that portion of the funds and account groups of the City that are attributable to transactions of the system,

not the financial position of the City of Guy, Arkansas.

Basis of Accounting
The financial statements of the System are prepared in accordance with generally accepted accounting

principles (GAAP). It applies all relevant Governmental Accounting Standards Board (GASB) pronouncements
and applicable Financial Accounting Standards Board (FASB) pronouncements and Accounting Principles Board
(APB) opinions issued on or before November 30, 1989, unless they conflict with GASB pronouncements and
apply all FASB pronouncements issued after November 30, 1989, except for those that conflict with or contradict

GASB pronouncements.

The accounts of the System are accounted for in an enterprise fund, which is considered a proprietary fund type.
Enterprise funds account for activities that are financed and operated in a manner similar to private business
enterprises for which periodic determination of revenues, expenses and net income is desirable. The intent is

that costs (expenses, including depreciation) of providing services to the general pubic on a continuing basis be
financed or recovered primarily through user charges. Enterprise funds are repcrted using the economic

resources measurement focus and the accrual basis of accounting.

Measurement focus is a term used to describe "which" transactions are recorded within the various financial
statements. In the fund financial statements, the "current financial resources" measurement focus or the

"economic resources" measurement focus is used as appropriate.

The accounting objectives of this measurement focus is the determination of operating income, changes in net
assets (or cost recovery), financial position, and cash flows. All assets and liabilities (whether current or
noncurrent) associated with their activities are reported. Proprietary fund equity is classified as net assets.

Operating revenues and expenses are distinguished from other income (expense) items in the statement of
revenues, expenses and changes in net position. Operating revenues and expenses generally result from
providing services in connection with the principal ongoing operations. All revenues (expenses) not meeting this
definition are reported as other nonoperating income (expenses), but remain a major component of the overall

revenues and expenses of the System.

Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis of accounting in accordance

with generally accepted accounting principles. Net position and revenues, expenses, gains, and losses are
classified based on the existence or absence of donor-imposed restrictions and regulatory requirements.
Accordingly, net position of the System and changes therein are classified and reported as follows as required by

GASB:




WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

Net investment in Capital Assets- consists of capital assets including restricted capital assets, net of
accumulated depreciation and reduced by outstanding balances of any bonds, mortgages, notes, or
other borrowing that is attributable to the acquistion, construction, or improvement of those assets.

Restricted - consists of net position with constraints placed on the use either by external groups such as
creditors, grantor; contributors, or laws or regulations of other governments or by law through constitutional

provision or enabling legislation.

Unrestricted - consists of all other fund position that do not meet the definition of "restricted" or “invested in
capital assets, net of related debt".

When both restricted and unrestricted resources are available for use, it is the System's policy to use restricted
resources first, and then unrestricted resources as they are needed.

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires

management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Income Taxes
The entity is exempt from income taxes under Section 501(c)(4) of the internal Revenue Code of 1986;

therefore no provision for income taxes has been made in the accompanying financial statements.

Concentration of Credit Risk
Sales of water services are made on open account to customers located in the City of Guy, Arkansas and are

collateralized to the extent of each customer's meter deposit.

Concentration of Custodial Risk
The System had deposits in multiple local banks. The Federal Deposit Insurance Corporation (FDIC) insures

accounts at each institution up to $250,000. The custodial risk is the risk that in the event of bank failure, the
System's deposits may not be returned to the system. The System's deposit policy for custodial credit risk
requires compliance with the provisions of the state law. State law requires collaterization of all deposits with
federal depository inusrance, bond and other obligations of the U.S. Treasury, U.S. agencies or instrumentalities
or the state of Arkansas. At December 31, 2020, all of the Department's cash balances of $356,997 (held at two

different financial institutions) that were insured by the FDIC.

Concentration of Vendor Risk
Purchases for the year ended December 31, 2020 include amounts from a major supplier that accounted for

100% of the water purchased by the System. Management believes no significant risk is present under this
arrangement.

Cash and Cash Equivalents
Cash and Cash Equivalents include all monies in banks and highly liquid investments with maturity dates of less

than three months.

Accounts Receivable
Accounts receivable consist of amounts due for water sales and various miscellaneous charges. Meter deposits

are considered to adequately cover past due accounts, therefore no allowance for doubtful accounts has been
recorded. Bad debt expense was $2,145 for the year ended December 31, 2020.




WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

Property and Equipment
Acquisitions of property and equipment in excess of $1,000 and a useful life of greater than one year are

capitalized. Property and equipment are carried at cost or, if donated, at the approximate fair value at the date of
donation. Interest expenditures incurred on construction projects are capitalized as a cost of construction.
Depreciation is computed using primarily the straight-line method over the following estimated useful lives:

Asset Useful Life

Water System 9-40 years
Buildings and Improvements 15-40 years
Equipment : 3-10 years
Construction in Progress Depreciable upon completion
Land Indefinite

Depreciation expense was $62,487 for the year ended December 31, 2020.

Compensated Abscences
The System provides all eligible employees vacation benefits. The System has accrued a liability for vacation

pay, which has been earned but not taken by employees.

Customer Deposits
As security for payment of bills, the System requires a deposit from customers. No interest is paid on such

deposits.

Revenue Recognition
The System's revenue is derived primarily from water. Revenue is recognized on the accrual basis and is

recorded as services are provided. Operating revenues result from providing services in connections with the
principal ongoing operations. Non-operating revenues represent all other revenue not meeting this definiton.
Accounts receivable and revenues reported on the System's financial statements include an estimate of charges

for services provided but unbilled at year end.

Grant Revenue
Resources from capital grants are reported as restricted support. When a grant restriction expires, that is,

when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net
assets are reclassified to unrestricted net position and reported in the statement of activities as net assets

released from restrictions.

Sales Taxes
Sales taxes charged to the System's customers are recorded as revenue when received. An expense is then

recorded when these amounts are remitted to the appropriate taxing authority. Sales tax expense is a
component of operating expenses.

Fair Value of Financial Instruments
The estimated fair values of the System’s short-term financial instruments, including receivables and payables

arising in the ordinary course of business, approximate their individual carrying amounts due to the relatively
short period of time between their origination and expected realization.

Subsequent Events
Management has evaluated subsequent events through September 10, 2021, the date which the financial

statements were available to be issued.




WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

2) RESTRICTED ASSETS

Restricted assets consists of customer meter deposits, a debt service reserve required by the USDA, and a
depreciation reserve required by Arkansas Natural Resource Commission.

Restricted assets are as follows:

2020
Customer meter deposits $ 69,513
Debt Service Reserve-USDA 3,270
Depreciation Reserve-ANRC 90,462
$ 163,245

The loan agreement with USDA requires a debt service reserve to be funded at a rate of $310 per month for a
period of 40 years. The loan agreements with ANRC require the System to fund a depreciation reserve account
in the amount of $200,000 to be accumulated at the rate of $240 per month. Also the System must maintain a
meter construction depreciation account that must have a balance of 3% of gross revenue until the balance
reaches $50,000. Total required reserves for loans totals $93,732 for the year ended December 31, 2020.

3) PROPERTY AND EQUIPMENT

At December 31, 2020, the carrying value and accumulated
depreciation of property and equipment are as follows:

12/31/2019 Additions Disposals 12/31/2020

Water system $ 1,995,719 $ 16,013 $ - $ 2,011,732
Buildings and Improvements 93,232 - - 93,232
Equipment 153,415 1,250 - 154,665
Land 11,662 8,076 - 19,738
2,254,028 25,339 - 2,279,367

Accumulated depreciation (820,105) (62,487) - (882,592)
Net property and equipment $ 1433923 § (37,148) $ - $ 1,396,775
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WATER SYSTEM OF THE CITY OF GUY, ARKANSAS

4) LONG-TERM DEBT

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

Long-term debt consists of the following: Increase Due Within
2019 (Decrease) 2020 One Year
Note payable to USDA Rural Dev. Bearing
interest at 5.00% per annum. Payable in monthly
installments of $310, including interest, through
December 2021. The note is secured by water
sales revenue and system assets. $ 6734 § (3.462) $ 3272 § 3272
Note payable to AR Natural Resource Comm.
bearing Interest at 5.00% per annum. Payable in
semi-annual installments of $36,189, including
interest, through December 2029. The note is
secured by water sales revenue and system
assets. 542,100 (45,839) 496,261 48,160
Note payable to AR Natural Resource Comm.
bearing Interest at .50% per annum. Payable in
annual installments of $26,823, including interest,
through June 2029. The note is secured by
water sales revenue and system assets.
261,000 (25,518) 235,482 25,645
Note payable to AR Natural Resource Comm.
bearing Interest at 4.50% per annum. Payable in
semi-annual installments of $5,492, including
interest, through December 2025. The note is
secured by water sales revenue and system
assets. 56,501 (8,536) 47,965 8,925
Total long-term debt $ 866335 $ (83355 $ 782980 $ 86,002
Less current portion (83,355) . (2,647) (86,002)
Long-term debt, net of current portion $ 782980 $ (86,002) $ 696,978
Scheduled retirements of long-term debt are as follows:
For the year ended December 31: Principal Interest
2021 86,002 27,536
2022 85,703 24,482
2023 88,818 21,367
2024 92,082 18,103
2025 94,593 14,682
2026-2030 335,782 24,879
$ 782980 $ 131,049
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WATER SYSTEM OF THE CITY OF GUY, ARKANSAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

5) CHANGES IN NET POSITION

The changes in net position are as follows:

Net
in Capital
Assets Unrestricted Restricted Total
Net Position at December 31, 2019 $ 567,588 $ 192496 $ 80,615 $ 840,699
Prior period adjustment (Note 7) . - 12,686 - 12,686
Profit - 96,147 - 96,147
Transfers 46,207 (59,324) 13,117 -
Net Position at December 31, 2020 $ 613795 § 242005 _$ 93.732 % 949,532

6) INCOME TAXES

Generally accepted accounting principles require tax effects from uncertain tax position to be recognized in
financial statements only if the position is more likely than not to be sustained if the position were to be
challenged by a taxing authority. The assessment of the tax position is based solely on the technical merits of
the position, without regard to the likelihood that the tax position may be challenged. If an uncertain tax position
meets the more-likely-than-not-threshold, the largest amount of tax benefit that is greater than 50% likely to be
recognized upon ultimate settlement with the taxing authority is recorded. The System's primary tax positions
relate to its status as a non-profit entity exempt from income taxes and classification of activities related to its
exempt purpose. Management has evaluated the tax positions refiected in the System's tax filings and does not
believe that any material uncertain tax positions exist.

7) PRIOR PERIOD ADJUSTMENT
The System's unrestricted net assets were understated by $12,686 in the prior year and as a result the following

was posted. An adjustment was posted as an increase to unrestricted net assets of $12,686 as of December 31,
2020 for unbilled receivables from water revenue.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the City Council

City of Guy, Arkansas

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 financial statements of the Water System of the City of Guy, -- -
- Arkansas, as of and for the year ended December 31, 2020, and the related notes to the financial statements,
which collectively comprise the System’s basic financial statements and have issued our report thereon dated

September 10, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the System'’s internal control over
financial reporting (internal control) as a basis for designing 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 System’s internal control. Accordingly, we do not express an  _.
opinion on the effectiveness of the Systern’s internal controt. -
* 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 a 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 importa

to merit attention by those charged with governance. :

Our 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. Given these limitations, during our audit- we did not identify any deficiencies.in internal -
control that we consider to.be material weaknesses. However, material weaknesses may exist that have not been

identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the System’s financial statements are free from 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 financial statements.
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 did not disclose any instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards. :

nt enough

Purpose of this Report

ose 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 report is an integral part of an audit performed .in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not

suitable for any other purpose.

The purp
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Financial information:

1.

Have you received other state or federal grant funds in the past three
years? If so, list the grant name, the organization from whom it was
received, the amount of funding received, and the status of the grant
expenditure.

No

Please Attach your organization’s audits from 2019, 2020, and 2021 if
available.

2019 and 2020 are enclosed in this application. 2021 has not yet
been completed.

What is your organization’s annual budget? Please attach a copy of your
2021, 2021, and 2022 budgets.

These are enclosed in this application.

The applicant certifies that any funds received through this Faulkner
County granting program are fully subject to federal regulations and
affirms that the funds will be properly spent in compliance with the
American Rescue Plan Act of 2021. The applicant further affirms that
financial controls are in place such that each expenditure under the grant
will be fully documented and that such documentation will be open to the
public and submitted to the County for audit. The applicant understands
that all aspects of their use of the grant are open to the public and subject
to the Freedom of Information Act.



About your request:

5. Please indicate under which category of eligibility under AR
PA your organization is applying:

e Public Health and Economic Impacts — Responding to COV
ID-19

e Public Health and Economic Impacts — Responding to Negative
Economic Impacts

e Investments in Infrastructure — Water and Sewer

e Investments in Infrastructure — Broadband

6. Briefly and clearly state how your project responds to the COVID-19
crisis:

During the highest infection rates of the COVID-19 virus, our Water
Utility worked continuously to provide sanitary potable water to
ensure our customers had plenty of water to bathe and wash to
combat the virus.

7. Does your project have a county-wide impact? If so, please describe.

Our project will affect a large portion of the citizens of Northern
Faulkner County by making water supply more reliable, therefore
making our community cleaner and healthier.

8. Please describe your project including the following information (in any
order): What will this project accomplish? How will those goals be
measured? How do these goals relate to the goals of the American
Rescue Plan Act (ARPA)?

This project will be replacing water infrastructure that has not been
reliable for many years. Having these water lines upgraded will not
only improve the lives of the citizens of Northern Faulkner County, it



will improve water service, fire protection, and ensure a better
supply of potable water. The ARPA Act allows for the investment in
water infrastructure.

9. Please attach a project budget. If the project includes construction or
third-party services, please provide their estimates.

Enclosed in application

10. Are other funds part of the budget besides ARPA funds? If so, please
list other sources of funding and a copy of their funding commitment, if
available.

All expenses above ARPA funds will be paid for by Guy Water

11.Please describe the organization’s financial management practices that
will ensure audit compliance.

Mayor - oversees the works of the Guy Water Department.
Water Superintendent - designs, orders, manages, and ensures every

part of the project gets completed.
Recorder/Treasurer - oversees the paying of all liabilities associated

with the project.
All three of these persons ensure the accounting of the project is fully

audit compliant.

12.What is the total dollar amount that is being requested from Faulkner
County?

$80,000.00

13.Have you received other ARPA or CARES Act funds? If so, how much
have you received?



Yes, Guy Water has received $81,416.21 in ARPA funds.
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