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NEW HOPE WATER ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
September 30, 2019 and 2018

NOTE 4 - LONG-TERM DEBT (cont.):

Maturities of long-term debt in the years subsequent to September 30, 2019 are approximately:

Principal Interest Total

2020 b 40,200 3 34,196 by 74,396
2021 42,400 31,961 74,361
2022 44,700 29,715 74,415
2023 47,000 27,357 74,357
2024 49,600 27,357 76,957
2025-2029 290,400 81,558 371,958
2030-2033 141,597 13,566 155,163

N 655,897 3 245,710 3 901,607

Long-term liability activity for the years ended September 30, 2019 and 2018 is as follows:

Balance Balance Due Within
9/30/18 Additions Retirements 9/30/19 One Year
Long Term Debt
Loans $ 71,057 % - 3 (4,464) % 66,593 $ 4,700
Bonds 623,088 - (33,784) 589,304 35,500
b 694,145 § - ¥ (38,248) § 655,897 § 40,200
Balance Balance Due Within
9/30/17 Additions Retirements 9/30/18 One Year
Long Term Debt
Loans 5 75,309 $ - 3 (4,252) % 71,057 % 4,500
Bonds 655,150 - (32,062) 623,088 33,800
h 730,459 § - 3 (36,314) $ 694,145 % 38,300

The Association has pledged future water customer revenues, net of specified operation expenses, to repay
$655,897 in long-term debt. Proceeds from the loans/bonds were used for building of the Association’s water
systems. Principal and interest on the loans/bonds are payable through 2033, solely from the water customer
net revenues. Principal and interest paid for the year ended September 30, 2019 were $38,248 and $36,135,
respectively. Principal and interest paid in the year ended September 30, 2018 were $36,314 and $38,069,
respectively.



NEW HOPE WATER ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
September 30, 2019 and 2018

NOTE S — CAPITAL ASSETS:

Page 10

A summary of changes in capital assets for the years ended September 30, 2019 and 2018 is as follows:

Building
Land
Machinery & Equipment
Office Equipment
Water Utility Plant
Total
Less: Accumulated Depreciation
Total Capital Assets

Building
Land
Machinery & Equipment
Office Equipment
Water Utility Plant
Total
Less: Accumulated Depreciation
Total Capital Assets

b

$

$

$

(1,102,998)
798,373

NOTE 6 — PRIOR PERIOD ADJUSTMENT:

$

9/30/2018 Additions Disposals 9/30/2019
27384 % - $ - 3 27,384
9,251 - - 9,251
13,809 19,383 - 33,192
6,151 - - 6,151
1,844,776 - - 1,844,776
1,901,371 § 19,383 § - 1,920,754
(1,158,032) (1,212,967)
743,339 $ 707,787
9/30/2017 Additions  Disposals 9/30/2018
27,384 § - 3 - 3 27,384
9,251 - - 9,251
13,809 - - 13,809
6,151 - - 6,151
1,844,776 - - 1,844,776
1,901,371  § - 3 - 1,901,371

(1,158,032)
743,339

During the year ended September 30, 2019, changes were made to net position to remove all bond
issuance costs in accordance with GASB issued Statement No. 65, ltems Previously Reported as Assets
and Liabilities. This adjustment reduced net position in the amount of $12,530.
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To the Board ol Directors of
NEW HOPE WATER ASSOCIATION, INC.
El Dorado, Arkansas

Association’s Response to Findings

The Association’s response to the findings identified in our audit are described in the accompanying Schedule
of Findings and Responses. The Association’s response was not subjected to the auditing procedures applied
in the audit of the financial statements, and accordingly, we express no opinion on it.

Purpose of this Report

The purpose ofthis 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.

#W

Berry & Associates
Little Rock, Arkansas
December 4, 2019
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NEW HOPE WATER ASSOCIATION, INC,
SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended September 30, 2019

2019-001 Internal Control — Segregation of Duties

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

Condition: Presently the same individual who is responsible for service billing and adjustment, receives
customer payments, and posts payments to subsidiary accounts receivable led ger. Also, the same individual
who is responsible for general ledger activity including posting and writing checks also reconciles the bank
statement. In addition, only limited oversight is provided over this individual in the conduct of their daily
functions. This finding was also noted in 2018.

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

Effect or Potential Effect: Without sufficient segregation of duties, the risk significantly increases that errors
and fraud related to utility billing and collection activities, including misappropriation of assets, could occur
and not be detected within a timely basis.

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

Responsible Official’s Response: The Association concurs with the recommendation, although, the cost to
correct this condition might exceed the benefit, the Association has made certain changes in procedures that
will improve the overall lack of segregation of duties and has implemented compensating procedures as
applicable.




SUPPLEMENTARY INFORMATION






