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INDEPENDENT AUDITOR’S REPORT 
 

To the Management and Board of Directors 
of North Pike County Rural Water Association Public Water Authority 
 
Report on the Audit of the Financial Statements 
 
Opinions 
 
We have audited the accompanying financial statements of the North Pike County Rural Water Association 
Public Water Authority, (the “Authority”), as of and for the years ended December 31, 2022 and 2021, and 
the related notes to the financial statements, which collectively comprise the Authority’s basic financial 
statements as listed in the table of contents. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position, the statement of revenues, expenses and changes in net position, and cash 
flows of the Authority as of and for the years then ended December 31, 2022 and 2021, in accordance with 
accounting principles generally accepted in the United States of America. 
 
Basis for Opinions 
 
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. Our responsibilities under those standards are 
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our 
report. We are required to be independent of the Authority and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error.  
 
In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the Authority’s ability to continue as 
a going concern for twelve months beyond the financial statement date, including any currently known 
information that may raise substantial doubt shortly thereafter. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 
our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing 
standards and Government Auditing Standards will always detect a material misstatement when it exists. 
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. Misstatements are considered material if there is a substantial likelihood that, individually or 
in the aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements. 
 
In performing an audit in accordance with generally accepted auditing standards and Government Auditing 
Standards, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

 Identify and assess the risks of material misstatement of the financial statements, whether due 
to fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

 
 Obtain an understanding of internal control relevant to the audit 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 Authority’s internal control. Accordingly, no such opinion is 
expressed. 

 
 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 

accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 
 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 

that raise substantial doubt about the Authority’s ability to continue as a going concern for a 
reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters 
that we identified during the audit. 
 
Required Supplementary Information 
 
Management has omitted the Management’s Discussion and Analysis and Budget to Actual Comparison 
required by accounting principles generally accepted in the United States of America 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 consider it to be an 
essential part of the financial reporting for placing the financial statements in an appropriate operational, 
economic or historical context.  Our opinion on the financial statements is not affected by this missing 
information. 
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Supplementary Information and other information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Authority’s basic financial statements. The accompanying Schedule of Operating Expenses is 
presented for purposes of additional analysis and is not a required part of the basic financial statements. 
Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the basic financial statements. The information 
has been subjected to the auditing procedures applied in the audit of the basic financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the basic 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the supplementary information is fairly 
stated, in all material respects, in relation to the basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated February 21, 
2023 on our consideration of the Authority’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 solely 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 the effectiveness 
of the Authority’s 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 Authority’s internal 
control over financial reporting and compliance. 
 

 
Searcy & Associates, LLC 
Monticello, Arkansas 
February 21, 2023 
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2022 2021
Assets

Current assets
Cash and cash equivalents 415,266$            486,387$          
Accounts receivable (net) 99,390                51,745              

Total current assets 514,656              538,132            

Restricted cash and investments
Meter deposits 67,943                59,578              

Fixed assets, net of accumulated depreciation 2,697,087           2,344,352         

Total assets 3,279,686$         2,942,062$       

Liabilities and Net Position

Current liabilities
Accounts payable 12,673$              7,237$              
Accrued interest 100                     100                   
Other accrued expenses -                          54                     
Current portion of note payable 154,332              85,477              

Total current liabilities 167,105              92,868              

Long term liabilities
Note payable, net of current amount 1,407,252           1,200,415         
Customer deposits 67,943                59,578              

Total long term liabilities 1,475,195           1,259,993         

Net position
Invested in capital assets, net of related debt 1,135,503           1,058,460         
Unrestricted 501,883              530,741            

Total net position 1,637,386           1,589,201         

Total liabilities and net position 3,279,686$         2,942,062$       
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2022 2021

Operating revenues
Water services 687,076$              580,681$              
Other operating revenue 32,777                  8,066                    

Total operating revenue 719,853                588,747                

Operating expenses
Plant operations and distribution 385,547                379,256                
General and administrative 82,360                  83,070                  
Depreciation 162,614                145,694                

Total operating expenses 630,521                608,020                

Income / (loss) from operations 89,332                  (19,273)                 

Other revenue / (expenses)
Interest income 535                       513                       
Interest expense (41,682)                 (30,777)                 

Total other revenue / (expenses) (41,147)                 (30,264)                 

Change in net position 48,185                  (49,537)                 

Net position, beginning of year 1,589,201             1,638,738             

Change in net invested in capital assets 77,043                  (37,246)                 
Change in restricted assets -                            -                            
Change in unrestricted assets (28,858)                 (12,291)                 

Change in net position 48,185                  (49,537)                 

Net position, end of year 1,637,386$           1,589,201$           
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2022 2021

Cash flows from operating activities
Cash received from customers 672,208$            587,468$          
Payments for salaries and benefits (110,230)             (108,354)           
Payments for operating supplies (352,295)             (352,250)           

Net cash provided by (used for) operating activities 209,683              126,864            

Cash flows from investing activities
Purchase of property, plant and equipment (515,349)             39,001              
Interest income 535                     513                   

Net cash provided by (used for) investing activities (514,814)             39,514              

Cash flows from financing activities
Principal payments 275,692              (147,449)           
Interest payments (41,682)               (30,777)             
Change in customer deposits 8,365                  3,829                

Net cash provided by (used for) financing activities 242,375              (174,397)           

Change in cash and cash equivalents (62,756)               (8,019)               

Cash and cash equivalents, beginning of year 545,965              553,984            

Cash and cash equivalents, end of year 483,209              545,965            

Cash and cash equivalents 415,266              486,387            
Restricted cash and cash equivalents 67,943                59,578              

483,209$            545,965$          

 
Reconciliation of operating income to 

net cash from operating activities:
Operating income (loss) 89,332$              (19,273)$           
Adjustments to reconcile operating income to 

net cash from operating activities:
Depreciation 162,614              145,694            
Changes in assets and liabilities:

Accounts receivable (47,645)               (1,279)               
Other current assets -                          -                        
Accounts payable 5,436                  3,104                
Accrued expenses (54)                      (1,382)               

Total adjustments 120,351              146,137            

Net cash provided by (used for) operating activities 209,683$            126,864$          
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A.  Financial Reporting Entity 

 
North Pike County Rural Water Authority Public Water Authority (the “Authority”) has been designated a 
public water authority by the state of Arkansas.  The Authority is operated by an independent board of 
directors for the purpose of distributing water to customers in the rural areas of Pike County.  The Authority 
has adopted the provisions of Statement 14 of the Governmental Accounting Standards Board ("GASB") 
regarding the definition of the financial reporting entity.  Accordingly, the accompanying financial statements 
include only the accounts and transactions of the Authority.  Under the criteria specified in Statement No. 
14, the Authority is not a component unit of another entity.  The Authority is not financially accountable for 
any other organization. 
 
B. Basis of Accounting  

 
The financial statements are presented using the economic resources measurement focus and the accrual 
basis of accounting. Revenues are recognized when earned and expenses are recognized when incurred, 
regardless of the timing of the related cash flows. 
 
Operating revenues and expenses are distinguished from other revenue (expense) items. Operating 
revenues and expenses generally result from providing services in connection with the principal ongoing 
operations of the Authority. All revenues and expenses not meeting this definition are reported as other 
revenues (expenses) but remain a major component of the overall revenues and expenses of the Authority. 
  
In accordance with Governmental Accounting Standards Board (GASB) Statement Number 62, the 
Authority applies accounting standards in accordance with the Codification of Governmental Accounting and 
Financial Reporting Standards which incorporates applicable Financial Accounting Standards Board (FASB) 
and American Institute of Certified Public Accountants (AICPA) Pronouncements issued on or before 
November 30, 1989. 
 
C. Use of Estimates 
 
Management used estimates and assumptions in preparing these financial statements. Those estimates 
and assumptions affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and reported amounts of revenues and expenditures 
during the reporting period. Actual results could differ from those estimates. 
 
D. Assets, Liabilities, and Net Position 
 
Cash and Cash Equivalents 
 
The Authority considers all highly liquid investments with an original maturity of three months or less when 
purchased to be cash and cash equivalents.  For the purpose of financial reporting, all demand accounts, 
savings accounts, cash on hand, certificates of deposits, and money market accounts are considered to be 
cash and cash equivalents.   
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NOTE 1 (continued) 
 
Accounts Receivable 
 
Accounts receivable relate to water and sewer service billings and are shown net of an allowance for 
doubtful accounts. The allowance is based upon historical losses and a review of the past-due accounts. 
Credit extended to customers is generally uncollateralized. Accounts are due ten days after the billing date. 
Past-due accounts are charged a late fee penalty. Customers are required to make a deposit, and deposits 
can be offset against the receivable. 
 
Fixed Assets 
 
Fixed assets are recorded at cost, including interest incurred during the construction period. Contributed 
property is recorded at fair value at the date of contribution.  Depreciation is recorded on each class of 
depreciable property utilizing the straight-line method over the estimated useful lives of the assets. The 
ranges of estimated useful lives are as follows: 
 
 Water Plant 20-40 years 
 Wells & Water Tanks 20-40 years 
 Buildings & Improvements 20-25 years 
 Vehicles & Equipment 5-10 years 
 
The Authority’s capitalization policy states that capital assets are defined as assets with an estimated useful 
life of greater than one year and over $1,000.  
 
Net Position Classifications 

 
 Invested in capital assets, net of related debt – consists of capital assets, net of accumulated 

depreciation and reduced by the outstanding balances of any bonds, notes or other borrowings 
that are attributable to the acquisition, construction, or improvement of those assets. 
 

 Restricted net position – Consists of net assets with constraints placed on their use either by 
external groups such as creditors, grantors, contributors, or laws and regulations of other 
governments. 
 

 Unrestricted net position – All other net assets that do not meet the definition of “invested in 
capital assets, net of related debt” or “restricted.” 

 
F. Date of Management’s Review 
 
The Authority evaluated its December 31, 2022 financial statements for subsequent events through 
February 21, 2023, the date the financial statements were available to be issued. The Authority is not aware 
of any subsequent events which would require recognition or disclosure in the financial statements. 
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NOTE 2 – CERTIFICATES OF DEPOSIT AND INVESTMENTS 
 
Arkansas Code Annotated 19-1-501 outlines the eligible investments allowed by a municipality along with 
Certificates of Deposits when secured in compliance with Arkansas Code 19-8-202. Deposits in excess of 
Federal Deposit Insurance (FDIC) are required to be secured by qualified pledged securities allowed by the 
Code to mitigate custodial credit risk.  Custodial credit risk is the risk that in the event of a bank failure a 
government’s deposits may not be returned to it. 
 
The schedule below is designed to disclose the level of custodial credit risk assumed by the Authority based 
upon how its deposits were insured or secured by pledged securities, or unsecured at December 31, 2022. 
 

Category 1 – Insured FDIC or secured with securities held by the Authority (or public trust) or by its 
agent in its name. 
 
Category 2 – Uninsured but collateralized with securities held by the pledging financial institutions’ 
trust department in the Authority’s name. 
 
Category 3 – Unsecured and uncollateralized, or collateralized with securities held by the pledging 
institution, or by its trust department or agent in the Authority’s name, or collateralized with no written 
or approved collateralized agreement. 

 
The level of Security for the Authority’s bank deposits are as follows: 

 
Category Category Category

Depository Total 1 2 3

Bank A 507,090$         250,000$         257,090$         -$                     

 
The amounts shown are bank ledger balances of the referenced bank’s deposits and may differ from the 
Authority’s general ledger balances 
 
The Authority has certain amounts of its cash accounts restricted at December 31, 2022 as follows: 
 

Meter deposits 67,943$           

 
Customers’ meter deposits are restricted for the use of refunding a departing customers’ refund upon 
leaving the Authority or for off-setting any amounts owed by the customer upon departure. 
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NOTE 3 – CHANGES IN FIXED ASSETS 
 
Changes in fixed assets for the years ended December 31, 2022 and 2021 are as follows: 
 

Balance Balance
December 31, Transfers/ December 31,

2020 Additions Disposals 2021

Land 11,077$           -$                     -$                     11,077$           
Buildings & Equipment 4,811,779        -                       -                       4,811,779        
Furniture and fixtures 498,291           -                       -                       498,291           
Vehicles 44,058             -                       -                       44,058             
Contruction in progress 39,001             -                       (39,001)            -                   

5,404,206        -                       (39,001)            5,365,205        

Accumulated depreciation (2,875,159)       (145,694)          -                       (3,020,853)       

2,529,047$      (145,694)$        (39,001)$          2,344,352$      

Balance Balance
December 31, Transfers/ December 31,

2021 Additions Disposals 2022

Land 11,077$           -$                     -$                     11,077$           
Buildings & Equipment 4,811,779        -                       -                       4,811,779        
Furniture and fixtures 498,291           515,349           -                       1,013,640        
Vehicles 44,058             -                       -                       44,058             
Contruction in progress -                   -                       -                       -                   

5,365,205        515,349           -                       5,880,554        

Accumulated depreciation (3,020,853)       (162,614)          -                       (3,183,467)       

2,344,352$      352,735$         -$                     2,697,087$      
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NOTE 4 – LONG-TERM DEBT 
 
Diamond Bank Note Payable 
 
On December 1, 2021, the Authority consolidated and refinanced the long-term debt by obtaining a note 
payable from Diamond Bank in the amount of $1,444,299 with an interest rate of 2.25%.  The proceeds 
were used to pay the outstanding principal and accrued interest on the long-term debt to the United States 
Department of Agriculture and the Arkansas Natural Resource Commission.  The note is for a period 15 
years with minimum monthly payments of principal and interest of $9,462.  The note is secured by the 
Authority’s assets. 
 
Central Bank Lease Payable 
 
The Authority has entered into a lease agreement for the installation and use of new water meters with 
Secure Vision of America in which payments will be financed through Central Bank.  The minimum annual 
lease payments are $78,058 with the first installment due January 2023 and for each year after through the 
end of the lease term in January 2029.  The lease has purchase option agreements starting in January 
2026 through the end of the lease term in January 2029.  The lease has an imputed interest rate of 2.967%. 
 
Changes in long term debt for the years ended December 31, 2022 and 2021 are as follows: 
 

Balance Balance Amounts
December 31, December 31, Due Within

2020 Increases Decreases 2021 One Year

Diamond Bank refinance note 
payable (consolidation) 1,433,341$     -$                  (147,449)$       1,285,892$     85,477$    

Balance Balance Amounts
December 31, December 31, Due Within

2021 Increases Decreases 2022 One Year

Central Bank finance lease -$                    486,931$      (63,611)$         423,320$        65,499$    
purchase of new meters

Diamond Bank refinance note 1,285,892       -                    (147,628)         1,138,264       88,833      
payable (consolidation)

1,285,892$     486,931$      (211,239)$       1,561,584$     154,332$  

Annual debt service requirements to maturity based on current interest rates for long-term debt are as 
follows for the year ending:  
 

Year  Ending
December 31, Principal Interest Total

2023 154,332$      37,258$          191,590$        
2024 158,295        33,296            191,591          
2025 162,361        29,229            191,590          
2026 166,534        25,057            191,591          
2027 170,815        20,775            191,590          

2028-2032 595,929        49,790            645,719          
2033-2037 153,318        2,526              155,844          

1,561,584$   197,931$        1,759,515$     
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NOTE 5 – RISK MANAGEMENT 
 
The Authority is exposed to various risks of loss related to theft of, damage to, and destruction of assets, 
errors and omissions, and natural disasters.  These risks are covered by commercial insurance purchased 
from independent third parties.  Settled claims have not exceeded this commercial coverage in any of the 
three preceding years. 
 
 
NOTE 6 – DEPARTURE FROM GENERALLY ACCEPTED ACCOUNTING PROCEDURES 
 
Management has elected to omit the Budget to Actual Comparison and the Management Discussion and 
Analysis of the Authority from the financial statements which are required by GAAP. 
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2022 2021

Plant operations and distributions
Water purchases 250,639$              204,886$              
Salaries, wages, and benefits 62,806                 61,394                 
Repairs and maintenance 50,330                 90,839                 
Utilities 12,645                 13,753                 
Payroll taxes 4,434                   4,702                   
Operating supplies and other 4,693                   3,682                   

Total plant operations and distributions 385,547               379,256               

General and adminitrative
Salaries, wages, and benefits 40,155                 39,252                 
Office supplies 13,396                 16,911                 
Insurance 20,769                 19,150                 
Professional fees 4,500                   4,660                   
Payroll taxes 2,835                   3,006                   
Bad debt expense -                           -                           
Other expenses 705                      91                        

Total general and administrative 82,360                 83,070                 

Depreciation 162,614               145,694               

Total operating expenses 630,521$              608,020$              
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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 Management and Board of Directors 
of North Pike County Rural Water Association Public Water Authority 
 
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 North Pike County Rural 
Water Association Public Water Authority (the “Authority”), , which comprise the statement of net position, 
statement of revenues, expenses, and changes in net potion, and statement of cash flows as of and for the 
year ended December 31, 2022, and the related notes to the financial statements, which collectively 
comprise the Authority’s basic financial statements, and have issued our report thereon dated February 21, 
2023. 
 
Report on Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Authority’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 Authority’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements, on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that 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 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 weaknesses. We identified certain 
deficiencies in internal control, described in the accompanying schedule of findings and questioned costs as 
items 2022-001 that we consider to be significant deficiencies. 
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Report on Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Authority’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 
disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards.  
 
The Authority’s Response to Findings 
 
Government Auditing Standards requires the auditor to perform limited procedures on the Authority’s 
response to the findings identified in our audit and described in the accompanying schedule of findings and 
questioned costs. The Authority ’s response was not subjected to the other auditing procedures applied in 
the audit of the financial statements and, accordingly, we express no opinion on the response. 
 
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 internal control and compliance. Accordingly, this 
communication is not suitable for any other purpose. 

 
Searcy & Associations, LLC 
Monticello, Arkansas 
February 21, 2023 
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SIGNIFICANT DEFICIENCIES 
 
2022-001 - Segregation of Duties 
 

Condition: The Authority did not segregate financial accounting duties relating to initiating, 
receipting, depositing, disbursing, and recording cash transactions to sufficiently reduce the risks of 
fraud or error. 
 
Criteria: Proper segregation of controls should be in place to provide reasonable assurance that 
fraud or error does not occur. 
 
Cause: The Authority has limited financial resources which prevent it from fully segregated financial 
accounting duties. 
 
Effect: Without proper segregation of duties, opportunity for fraud or error exists. 
 
Recommendation: The Authority should evaluate its internal controls and segregate financial duties 
to the extent possible with the current staffing levels. The Authority should consider additional 
oversight where segregation is not possible. 
 
Management’s Response: The Authority will segregate financial duties to the extent possible with 
the current staffing levels. 

 


