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Independent Auditors’ Report

To the City Council
Ozark Water & Sewer Department
Ozark, AR 72949

Opinions

We have audited the accompanying financial statements Ozark Water & Sewer Department,
enterprise fund of the City of Ozark, Arkansas, as of and for the years ended December 31, 2024
and 2023, and the related notes to the financial statements, which collectively comprise the Ozark
Water & Sewer Department’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 of the Ozark Water & Sewer Department, an enterprise fund of the
City of Ozark, Arkansas, as of December 31, 2024 and 2023, and the changes in financial position
and cash flows for the years then ended 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 Ozark Water & Sewer
Department 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.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Ozark Water & Sewer Department
and do not purport to, and do not, present fairly the financial position of City of Ozark, Arkansas
as of December 31, 2024 and 2023, 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.

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 eITOr.
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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:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

o 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.

e 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 Ozark Water & Sewer Department’s internal control.
Accordingly, no such opinion is expressed.

e 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.

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 Discussion and Analysis and budgetary analysis 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 opinions on the basic financial
statements are not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October
29, 2025, on our consideration of Ozark Water & Sewer Department’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 Ozark Water & Sewer



Department’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 Ozark
Water & Sewer Department’s internal control over financial reporting and compliance.

KingSpeato 1oy s, 1

King Jacobs & Lorfing, CPAs, P.A.
Clarksville, Arkansas
October 29, 2025



OZARK WATER & SEWER DEPARTMENT
Statements of Net Position
December 31, 2024 and 2023

Current Assets
Cash & Cash Equivalents
Accounts Receivables
Unbilled Receivables
Other Receivables
Inventories
Prepaid Expenses

Total Current Assets

Restricted Funds
Cash and Cash Equivalents

Capital Assets

Real Estate and Buildings
Water System

Sewer System

Trucks and Equipment
Office Equipment
Construction in Progress

Less: Accumulated Deprecation
Net Capital Assets

Other Assets
Investment in Arkansas Valley Electric

Deferred Qutflow of Resources
Deferred Amounts from Refunding of Debt

Total Assets

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

ASSETS

2024 2023
¥ 2,008,394 $ 2,119,594
192,265 200,259
49,663 39,149
199,659 -
138,691 88,349
47,115 33,530
2,695,787 2,480,881
1,402,258 1,185,115
433,813 438,813
14,201,368 14,166,432
7,027,543 6,796,296
1,013,626 1,002,686
67,360 108,228
45,103 .
22,793,812 22,512,456
(14,004,302) (13,565,213)
8,789,510 8,947,243
136,417 124,091
30,958 37,381
$ 13,054,930 $ 12,774,711
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OZARK WATER & SEWER DEPARTMENT
Statements of Net Position
December 31, 2024 and 2023

LIABILITIES AND NET POSITION

2024 2023
Current Liabilities
Current Installments of Long-Term Debt (Payable
from Restricted Assets) b 350,000 § 340,000
Accounts Payable 77,451 77,607
Accrued Expenses 95,741 85,200
Accrued Interest Payable (Payable from Restricted Assets) 24,122 26,238
FEMA Payable - 12,620
Total Current Liabilities 547,314 541,666
Long-Term Debt, Net of Current Maturities & Discounts 3,490,017 3,833,613
Other Liabilities
Customer Deposits 157,265 155,322
Total Liabilities 4,194,596 4,530,600
Net Position
Invested in Capital Assets, Net of Related Debt 4,980,451 4,811,011
Restricted 1,402,258 1,185,115
Unrestricted 2,477,625 2,247,984
Total Net Position 8,860,334 8,244,110
Total Liabilities and Net Position $ 13,054,930 $ 12,774,711

The accompanying notes are an integral part of these financial statements.
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OZARK WATER & SEWER DEPARTMENT

Statements of Revenues and Expenses, and Changes in Net Position
For the Years Ended December 31, 2024 and 2023

Operating Revenue
Water Revenue
Sewer Revenue
Total Operating Revenue

Operating Expenses

Depreciation

Dues, Schools, and Meetings

Insurance

Miscellangous

Office Expense

Payroll Taxes and Employee Benefits

Professional Expenses

Salaries

Sewer Plant/ Lift Station Operation Expense

Uniforms and Safety

Fuel & Vehicle Expense

Water Plant and Distribution Expense
Total Operating Expenses
Income from Operations

Other Nonoperating Income (Expense)
Interest Income
Interest Expense
Miscellaneous Income
American Rescue Plan Act Grant Income
Total Nonoperating Income (Expense)
Income Before Other Revenues, Expenses, Gains, Losses and Transfers

Contributions in Aid of Construction
Capital Contributions from City of Ozark

Changes in Net Position
Net Position - Beginning of the Year
Net Position - End of the Year

The accompanying notes are an integral part of these financial statements.
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2024 2023
$ 1,951,876 $ 2,032,575
285,162 274,109
2,237,038 2,306,684
492,444 486,593
9,405 14,977
70,104 63,911
1,286 1,672
40,596 41,302
124,853 118,762
27,793 20,168
482,222 456,144
144,291 113,247
5,739 3,861
29,774 33,971
713,609 617,016
2,142,116 1,971,625
94,922 335,059
71,700 64,539
(115,664) (124,839)
28,242 24,410
337,366 .
321,644 (35,890)
416,566 299,169
99,829 -
99,829 -
616,224 299,169
8,244,110 7,944,041
$ 8,860,334 § 8,244,110




OZARK WATER & SEWER DEPARTMENT

Statements of Cash Flows

For the Years Ended December 31, 2024 and 2023

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Paid for Goods and Services
Cash Paid to Employees for Services
Net Cash Provided by Operating Activities

Cash Flows from Non-Capital & Related Financing Activities:
Increase (Decrease) in Meter Deposits
Net Cash Provided by Non-Capital & Related Financing Activities

Cash Flows from Capital & Related Financing Activities:
Grant Income
Payments on Debt Obligations
Interest paid on Debt Obligations
Net Cash Provided by Capital & Related Financing Activities

Cash Flows from Investing Activities:
Capital Expenditures
Investment Income
Miscellaneous Income
Refunding of Arkansas Valley Electric Coop Certificates of Equity
Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash & Cash Equivalents
Cash & Cash Equivalents at Beginning of Year
Cash & Cash Eqivalents at End of Year

The accompanying notes are an integral part of these financial statements.
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2024 2023

$ 2,234,518 § 2,311,388
(1,086,346) (935,757)
(599,155) (576,938)

549,017 798,693

1,943 4,360

1,943 4,360
337,366 -
(352,619) (330,000)
(104,954) (113,171)
(120,207) (443,171)
(352,425) (547,225)

71,700 64,539

13,240 14,847

2,676 2,403
(264,809) (465 ,436)
165,945 (105,554)

3,304,709 3,410,263

$ 3,470,654 § 3,304,709




OZARK WATER & SEWER DEPARTMENT
Statements of Cash Flows
For the Years Ended December 31, 2024 and 2023

2024 2023
Reconciliation of Earnings from Operations to
Net Cash Provided by Operating Activities:
Operating Income (Loss) $ 94,922 $ 335,059
Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities:
Depreciation 492,444 486,593
Change in Operating Assets and Liabilities:
(Increase) Decrease in Accounts Receivables 7,994 11,290
{Increase)} Decrease in Unbilled Receivables (10,514) (6,585)
(Increase) Decrease in Inventory {50,342) 2,546
(Increase) Decrease in Prepaid Expenses {13,585) (2,674)
Increase {Decrease) in Accounts Payable 17,558 7,805
Increase (Decrease) in Accrued Expenses 10,541 (1,313)
Increase (Decrease) in FEMA Payable - {34,027)
Net Cash Provided by Operating Activities § 549,017 $§ 798,694

Non-Cash Investing, Capital & Financing Activities:

Purchase of Equipment in Accounts Payable % 23,286 b 41,000
Capital Credits Issued for Arkansas Valley Electric $ 12,326 § 9,563
Amortization Deferred Bond Discount & Deferred

Amounts from Debt Refunding b 10,122 $ 13,722

The accompanying notes are an integral part of these financial statements.
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OZARK WATER & SEWER DEPARTMENT
Notes to Financial Statements
December 31, 2024 and 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Ozark Water & Sewer Department is an enterprise fund of the City of Ozark, Arkansas and is
responsible for the operation and maintenance of their water and sewer system. The Department is
governed by the mayor and the city council.

Basis of Accounting

The Department is 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 or for which periodic determination of revenues, expenses and net income is
desirable. These funds render services to the general public on a user-charge basis. Enterprise funds
are reported 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.

The Department accounts for its activities in accordance with generally accepted accounting
principles in Governmental Accounting Standards Board (GASB) Codification, Technical Bulletins,
Implementation Guides, and literature of the AICPA cleared by GASB.

Cash and Cash Equivalents

For the purposes of the Statement of Cash Flows, cash and cash equivalents include checking
accounts, savings, money market accounts, certificates of deposit, and short-term investments with
maturities of three months or less in which the Department can effectively deposit or withdraw cash
at any time without significant prior notice or penalty.

Permitted Investments

As per the City of Ozark’s Ordinance No. 2022-07 authorizing the Series 2022 Water and Sewer
Refunding Construction and Revenue Bond Section 7.01(d), “Permitted Investments” are defined to
mean (i) direct or fully guaranteed obligations of the United States of America (“Government
Securities™), (ii) direct obligations of an agency, instrumentally or government-sponsored enterprise
created by an act of the United States Congress and authorized to issue securities or evidences of
indebtedness, regardless of whether the securities or evidences of indebtedness are guaranteed for
repayment by the United States Government, (iii) certificates of deposit of banks, including the
Trustee, which are members of the Federal Deposit Insurance Corporation, or, if in excess of
insurance coverage, collateralized by Government Securities or other securities authorized by State
law to secure public funds, (iv) money market funds invested exclusively in Government Securities
and obligations described in (ii) above, or (v) any other investment authorized by applicable laws of
the State of Arkansas.




OZARK WATER & SEWER DEPARTMENT
Notes to Financial Statements
December 31, 2024 and 2023

Receivables and Uncollectible Accounts
Significant receivables include amounts due from customers primarily for utility services.

The Department uses the direct write-off method for uncollectible receivables. Uncollectible
accounts written off for 2024 were $3,127 and for 2023 were $2,614. Revenues are adjusted for the
uncollectible accounts written off. No allowance for uncollectible accounts has been estimated.
Prior amounts written off as uncollectible accounts have not been significant, and no significant
uncollectible accounts have been determined as of December 31, 2024,

Inventory Valuation

Material and supplies inventories are stated at lower of cost (computed on a first-in, first-out basis)
or market.

Capital Assets and Depreciation

Property and equipment are recorded at cost. Depreciation is provided using the straight-line method
over the estimated useful lives of the assets, which range from five to forty years. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend asset lives are
not capitalized, but are charged to expense as incurred. Acquisitions of property and equipment in
excess of $1,000 and useful life over one year are capitalized at cost or fair market value of the
donation. Depreciation on construction in progress begins at the time the asset is completed and
placed in service, The estimated useful lives are as follows:

Buildings 7-40 years
Water System 7-40 years
Sewer System 7-40 years
Trucks & Equipment 5-15 years
Office Equipment 5-7 years

Equity Classifications

The Department classifies net assets into the following three components:

Invested in Capital Assets, Net of Related Debt — Consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of the carrying amount of bonds, mortgages or
other borrowings that are attributable to the acquisition, construction or improvement of those assets.

Restricted Net Position — Consists of amounts which have external constraints imposed by creditors
(such as through debt covenants), grantors, contributors, or laws or regulations imposed by law.

Unrestricted Net Position — Consists of net assets that do not meet the definition of “Invested in
Capital Assets, Net of Related Debt” or “Restricted Net Position”.
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0OZARK WATER & SEWER DEPARTMENT
Notes to Financial Statements
December 31, 2024 and 2023

Operating Revenues and Expenses

Operating revenues and expenses are distinguished from other revenues (expenses) items. Operating
revenues generally result from providing services in connection with the Department’s principal
ongoing operations. All revenues and expenses not meeting this definition are reported as non-
operating revenues (expenses), but remain a major component of the overall revenues and expenses
of the Department.

Use of Estimates

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

Compensated Absences

The Department accrues accumulated unpaid vacation when earned by the employee. Paid vacation
time is accrued as follows: 0 to 6 months — none, 6 months to 1 year — 5 days, | to 10 years — 10
days, 10 to 20 years — 15 days, after 20 years — 20 days. Accrued time will be paid if the employee
leaves employment of the Department. Accrued vacation is recorded as a current liability.

Eligible employees accrue sick leave at the rate of one working day per month. Any accumulated
sick leave which is not used in any calendar year may be carried over as accumulated sick leave days
for the succeeding calendar year up to maximum of 480 hours. Employees are not paid for accrued
sick leave upon termination of employment; therefore, no liability is accrued.

Restricted and Unrestricted Funds

When both restricted and unrestricted resources are available for use, generally it is the Department’s
policy to use unrestricted resources first and to transfer restricted funds as needed. For projects
funded by tax-exempt debt proceeds, the debt proceeds are used first.

Income Taxes

As a municipally owned utility, the Department is exempt from federal and state income taxes.

NOTE 2 - CASH AND CASH EQUIVALENTS

The Department follows GASB Codification 150 Cash Deposits with Financial Institutions.

The deposits and money market funds are stated at fair values.

Deposits and Money Market Funds

The Ozark Water and Sewer Department maintained cash, certificates of deposit, and treasury notes
at five financial institutions on December 31, 2024. Deposits are required to be held in banks with
FDIC membership. Deposits in excess of FDIC insured limits are to be collateralized by pledged
securities or invested in United States government direct obligations. Cash accounts at banks are
insured by the FDIC up to $250,000.

11



OZARK WATER & SEWER DEPARTMENT
Notes to Financial Statements
December 31, 2024 and 2023

Details of cash insured and uninsured are as follows:

Total Bank Balances

FDIC Insured Time and Demand Deposits
Collateral Pledged by Financial Institutions
and/or held in U.S. Government direct obligations

Uncollateralized Deposits

Custodial Credit Risk

$ 3,557,684
(1,373,853)

(2,177,575)

$ 6,256

The Department’s policy is that deposits and investments be insured or collateralized at a minimum
of 100% of the deposits and investments’ fair value. On December 31, 2024, the department had
$6,256 in uncollateralized deposits. On December 31, 2023, the department had $3,372 in

uncollateralized deposits.

NOTE 3 - RESTRICTED FUNDS

Certain resources of the Department, set aside for the repayment of the Department’s revenue bonds,
are classified as restricted assets on the statements of net position because they are maintained in
separate bank accounts and their use is limited by applicable bond covenants or internally restricted.

Security Deposits Checking

Depreciation Fund Checking

Construction Accounts Checking

2022 Bond Project Fund

2022 Debt Service Bond Fund
Total Restricted Fund Accounts

2024 2023
$ 180,469 $ 179,109
417,820 494,274
409,978 129,553
274,785 261,877
119,207 120,303
$ 1,402,258 $ 1,185,115

12



OZARK WATER & SEWER DEPARTMENT
Notes to Financial Statements
December 31, 2024 and 2023

NOTE 4 - CAPITAL ASSET SCHEDULE

Balance Balance
12/31/2023 Addtions Deletions 12/31/2024

Buildings and Real Property $ 363,616 $ - $ - $ 363,616
Water System 14,166,432 38,362 (3,426) 14,201,368
Sewer System 6,796,296 231,247 - 7,027,543
Trucks and Equipment 1,002,686 20,000 (9,060) 1,013,626
Office Equipment 108,228 - (40,869) 67,360
Total Capital Assets at Cost 22,437,258 289,609 (53,35%) 22,673,512
Less: Accumulated

Depreciation (13,565,213) (492,444) 53,355 (14,004,302)
Total Depreciable Assets 8,526,898 (202,835) - 8,669,211
Land 75,197 - - 75,197
Construction in Progress - 45,103 - 45,103

Net Capital Assets $ 8,892,959 $ (157,732) § - $ 8,789,510

Depreciation expenses for 2024 and 2023 were $492,444 and $486,593, respectively.

NOTE 5 - LONG TERM DEBT
Long Term Debt Schedule

Balance Balance Amounts Due
12/31/2023 Additions Deletions 12/31/2024 In One Year

2022 Utility Refunding
and Revenue Bonds 4,215,000

(340,000 $ 3,875,000 350,000

Total LTD $ 4215000 % - § (340,000) § 3,875,000 § 350,000
Bond Discounts (41,387) - 6,404 (34,983)
Carrying Value $ 4,173,613 § - $ (333,596) $ 3,840,017

2022 Utility Water & Sewer Refunding and Construction Bonds Revenue Bonds, dated April 22, 2022,
final bond due October 1, 2034. Interest rate is 2.49% payable in April and October. Principal payments
due in October each year. Bonds are collateralized by a pledge of the net revenues from the system. The
Series 2022 Bonds were issued for the purpose of refunding the 2015 and 2016 Bonds and for
construction of system improvements.

The 2022 bond issue is a special obligation bond issue of the City of Ozark, Arkansas secured by
revenues of the water and sewer departments.

13



OZARK WATER & SEWER DEPARTMENT
Notes to Financial Statements
December 31, 2024 and 2023

The maturity schedule of the 2022 Utility Water & Sewer Refunding and Construction
Revenue Bonds is as follows:

Interest Principal

Date Due Due Due Total
2025 $ 96,488 $ 350,000 $ 446,488

2026 87,773 355,000 442,773

2027 78,933 365,000 443,933

2028 69,845 375,000 444,845

2029 60,507 385,000 445,507
2030-2034 155,127 2,045,000 2,200,127
Total Debt $ 548,672 $ 3,875,000 $4,423,672

NOTE 6 - DEBT SERVICE REQUIREMENTS

Instructions from the underwriters of the Series 2022 bond issue require monthly transfers from
operating revenues to a debt service reserve to be used to pay the principal and interest expense on
the bond issue. The Department has met all its debt service requirements for the years ending
December 31, 2024 and 2023.

NOTE 7 - SERIES 2022 REFUNDING BONDS

On April 22, 2022, Ozark Water & Sewer Department issued $4.68 million in Refunding Bonds and
Construction Bonds with interest rates 2.49% to refund $4.515 million of outstanding 2015 and 2016
Refunding and Construction Revenue Bonds with interest rates varying from 2.0% to 3.7%. The
economic gain (difference between present values of the old and new debt service payments) is
$259,357 using the effective interest rate of 2.379%. The refunding reduced the debt service
payments by estimated $168,000 over the life of the bonds.

NOTE 8 - CONCENTRATIONS IN THE VOLUME OF BUSINESS TRANSACTED WITH
PARTICULAR CUSTOMERS

The amount of gross income from major customers is as follows:

2024 2023

Butterball, LLC $ 609,674 31.7% $ 699,277 34.9%
River South Water Users 273,073 14.2% 277,396 13.8%
City of Altus Water Dept. 250,267 13.0% 294,828 14.7%
Watalula Water Assoc. 204,642 10.6% 175,534 8.8%
Pleasant View Water Assoc 141,685 7.4% 133,674 6.7%
Totals $ 1,479,342 76.8% $ 1,580,709 78.9%
Total Water Sales $ 1,925,800 $ 2,004,404

14



OZARK WATER & SEWER DEPARTMENT
Notes to Financial Statements
December 31, 2024 and 2023

Approximately 77.2% and 82.5% of the Department’s water sales were provided by Butterball LLC,
River South Water Users, City of Altus Water Department, Watalula Water Association, and
Pleasant View Water Association in 2024 and 2023 respectively.

NOTE 9 - CONCENTRATIONS OF CREDIT RISK

Financial instruments which potentially subject the Department to concentrations of credit risk
consist primarily of trade receivables with a variety of customers. Concentrations of credit risk with
respect to accounts receivable are limited due to the Department’s customer base being made up of
a large number of customers, thus spreading the trade credit risk. The Department generally does
not require collateral other than the required customer deposit to support accounts receivables.

NOTE 10 - SIMPLE IRA
Ozark Water and Sewer Department maintains a simple IRA plan through Capital Guardian Trust.
The Department will match an employee’s salary reduction contributions up to 3% of the employee’s

annual compensation. The cost of this plan was $10,503 in 2024 and $10,489 in 2023.

NOTE 11 - FEMA PAYABLE

In January 2020, FEMA funds were received to repair 2019 flood damages at the Wastewater
Treatment Plant and Chrisman Pump Station. Due to delays caused by change in personnel and
Covid 19, the repairs were not completed during the period of performance stated in the FEMA
contract. This issue has been discussed with FEMA and extension was granted. In December 2023,
$34,027 was sent to Arkansas Division of Emergency Management for repayment to FEMA for a
portion of the funds not used for repairs. The repairs were completed in January 2024,

NOTE 12 — ACCOUNTS RECEIVABLE

Accounts Receivable are as follows:

January 1, 2023 December 31, 2023 December 31, 2024
Accounts Receivable $ 211,549 200,259 192,265

NOTE 13 — OTHER RECEIVABLES

The City of Ozark and Jordan’s Kwik Stop agreed to share the cost of the sewer extension to the
new Jordan’s Kwik Stop store. It was completed in December 2024. Funds were received from
Jordan’s Kwik Stop in January 2025 and from the City of Ozark in March 2025 to reimburse Ozark
Water & Sewer Department for the new sewer extension.

NOTE 14 — AMERICAN RESCUE PLAN ACT GRANT INCOME

Ozark Water and Sewer Department received funds from the American Rescue Plan Act that had
been previously approved to buiid the water treatment plant sodium hypochlorite improvements.
The project was completed in 2023,

15



OZARK WATER & SEWER DEPARTMENT
Notes to Financial Statements
December 31, 2024 and 2023

NOTE 15 - SUBSEQUENT EVENTS

Subsequent events were evaluated through October 29, 2025 which is the date the financial
statements were to be issued.
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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 of Ozark
Ozark Water & Sewer Department
Ozark, 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
governmental activities, the business-type activities, the aggregate discretely presented component
units, each major fund, and the aggregate remaining fund information of the Ozark Water and
Sewer Department of the City of Ozark, Arkansas, as of and for the year ended December 31,
2024, and the related notes to the financial statements, which collectively comprise the Ozark
Water and Sewer Department of the City of Ozark, Arkansas’s basic financial statements and have
issued our report thereon dated October 29, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Ozark Water and
Sewer Department’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 Ozark Water and Sewer Department’s internal control. Accordingly, we do not
express an opinion on the effectiveness of Ozark Water and Sewer Department’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 and therefore, material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.

17

Members: American Institute of Certified Public Accountants = Arkansas Society of Certified Public Accountants



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Ozark Water and Sewer Department’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 one instance of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

In January 2020, FEMA funds were received to repair 2019 flood damages at the Wastewater
Treatment Plant and Chrisman Pump Station. Due to delays caused by change in personnel and
Covid 19, the repairs were not completed during the period of performance stated in the FEMA
contract. This issue has been discussed with FEMA and the performance period was extended.
Funds received for a portion of the project that was determined to not be necessary were refunded
to FEMA on December 11, 2023. The remaining funds were expended on approved purchases in
January 2024,

Deposits in excess of FDIC insured limits are to be collateralized by pledged securities or invested
in United States government direct obligations. Deposits held in Today’s Bank were $6,256 in
excess of FDIC coverage of $250,000. The excess was not collateralized by Today’s Bank.
Management is evaluating the collaterlization policy regarding this investment.

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.
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King Jacob¥ & Lorfing, CPAs
Clarksville, AR
October 29, 2025
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