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INDEPENDENT ACCOUNTANTS’ REPORT
ON APPLYING AGREED-UPON PROCEDURES

To the City Council
Stamps, Arkansas

We have performed the procedures enumerated below on the accounting records of Stamps Water Works of
the City of Stamps, Arkansas as of and for the year ended December 31, 2023. Stamps Water Works’
management is responsible for the accounting records.

Stamps Water Works has agreed to and acknowledged that the procedures performed are appropriate to meet
the intended purpose of satisfying annual reporting requirements of the Arkansas Division of Legislative
Audit. Additionally, the Arkansas Legislative Joint Auditing Committee has agreed to and acknowledged that
the procedures performed are appropriate for their purposes. This report may not be suitable for any other
purpose. The procedures performed may not address all the items of interest to a user of this report and may
not meet the needs of all users of this report and, as such, users are responsible for determining whether the
procedures performed are appropriate for their purposes.

The procedures and associated findings are as follows:
1. Cash and Investments

a. Perform a proof of cash for the year and reconcile year-end bank balances to book balances.

Confirm with depository institutions the cash on deposit and investments.

c. Agree the proof of cash ending balances to the book balances within 5% or $500, whichever
is greater.

(on

We found no exceptions as a result of the procedures.
2. Receipts
a. Agree the deposits per the proof of cash for the year with the deposits per the journal within
5% or $500, whichever is greater.
b. Agree ten customer payments on the accounts receivable sub ledger to deposit and billing

documents.
c. For ten deposits, agree the cash/check composition of the deposit with receipt information.

We found no exceptions as a result of the procedures.
3. Accounts Receivable

a. Agree ten customer billings to the accounts receivable sub ledger.
b. Determine that five customer adjustments were properly authorized.

We found no exceptions as a result of the procedures.

305 Professional Park Dr.  Office: 870.246.4563 416 NWashingtonSL  Office: 870.234.7611
ARKRDELPHIA, AR 71923 Fax: 870.246.6114 MAGNOLIA, AR T1753 Fax: 870.234.8529

Member American Institute of Certified Public Accountants Private Companies Practice Section



Page 2

4. Disbursements

a. Agree the disbursements per the proof of cash for the year with the disbursements per the
journal within 5% or $500, whichever is greater.

b. Analyze all property, plant and equipment disbursements.

c. Select all disbursements paid to employees other than payroll and ten other disbursements
and determine if they were adequately documented.

We found no exceptions as a result of the procedures.
5. Property, Plant, and Equipment

a. Determine that additions and disposals were properly accounted for in the records.
(Materiality level — 5% of total equipment or $500, whichever is greater.)

We found no exceptions as a result of the procedure.
6. Long-Term Debt

a. Schedule long-term debt and verify changes in all balances for the year.
b. Confirm loans, bonds, notes, and contracts payable with lender/trustee/contractor.
¢. Determine that the appropriate debt service accounts have been established and maintained.

We found no exceptions as a result of the procedures.
7. General

a. Determine that any items of financial significance were approved and documented in the
minutes of the governing body’s meetings.

We found no exceptions as a result of the procedure.

We were engaged by Stamps Water Works to perform this agreed-upon procedures engagement and
conducted our engagement in accordance with attestation standards established by the AICPA. We were not
engaged to and did not conduct an examination or review engagement, the objective of which would be the
expression of an opinion or conclusion, respectively, on the accounting records of Stamps Water Works.
Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures,
other matters might have come to our attention that would have been reported to you.

We are required to be independent of Stamps Water Works and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements related to our agreed-upon procedures engagement.

This report is intended solely for the information and use of Stamps Water Works and the Arkansas
Legislative Joint Auditing Committee, and is not intended to be and should not be used by anyone other than
those specified parties.

Tarner, Ra/gz/w, meg ¥ P[y&a, pLLC
Arkadelphia, Arkansas
November 3, 2025
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INDEPENDENT ACCOUNTANTS’ COMPILATION REPORT

To the City Council
Stamps, Arkansas

Management is responsible for the accompanying financial statements of Stamps Water Works, which
comprise the statements of net position as of December 31, 2023 and 2022, and the related statements of
revenue, expenses and changes in net position, and cash flows for the years then ended, and related notes to
the financial statements as listed in the table contents, in accordance with accounting principles generally
accepted in the United States of America. We have performed a compilation engagement in accordance with
Statements on Standards for Accounting and Review Services promulgated by the Accounting and Review
Services Committee of the AICPA. We did not audit or review the financial statements nor were we required
to perform any procedures to verify the accuracy or completeness of the information provided by
management. We do not express an opinion, a conclusion, nor provide any form of assurance on these
financial statements.

Management has omitted the management’s discussion and 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 required 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 and
for placing the basic financial statements in an appropriate operational, economic, or historical context.

Turner, Rodgers, Masping & Plyder, PLLC
Arkadelphia, Arkansas
November 3, 2025



STAMPS WATER WORKS
STATEMENTS OF NET POSITION
DECEMBER 31, 2023 AND 2022

ASSETS

CURRENT ASSETS:
Cash and Cash Equivalents
Certificate of Deposit
Accounts Receivable - Customers
Unbilled Revenue
Accounts Receivable - Other
Accrued Interest Receivable
Prepaid Insurance

TOTAL CURRENT ASSETS

TOTAL RESTRICTED ASSETS (Schedule I)

PLANT AND EQUIPMENT:
Land - Water
Land - Sewer
Equipment - Water
Equipment - Sewer
System - Water
System - Sewer
Office Furniture and Equipment

Less: Accumulated Depreciation
TOTAL PLANT AND EQUIPMENT

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES:
Deferred Outflows of Resources Related to Pension

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

The accompanying Notes are an integral part of these Financial Statements.

Page 4

2023 2022
$ 538410 § 463,550
58,060 57,341
49,660 51,544
26,356 26,314
24 3
8,387 8,387
680,897 607,139
253,493 229,924
14,163 14,163
22,902 22,902
423,103 423,103
154,527 154,527
4,606,960 4,606,960
3,402,298 3,402,298
13,011 13,011
8,636,964 8,636,964

(4,358,438) (4,188,505)

4,278,526 4,448,459
5,212,916 5,285,522
64,723 63,960
$ 5,277,639 § 5,349,482




STAMPS WATER WORKS
STATEMENTS OF NET POSITION Page §
DECEMBER 31, 2023 AND 2022

LIABILITIES AND NET POSITION

2023 2022
CURRENT LIABILITIES:

Accounts Payable $ 3,184  $ 4,165

Accrued Taxes Payable 3,558 3,610

Accounts Payable - City of Stamps 28,825 28,944

Accrued Payroll 2,860 1,150

Accrued Interest Payable 351 387

Bonds Payable - USDA 5,608 5,469

Note Payable 8,881 8,565
TOTAL CURRENT LIABILITIES 53,267 52,290
LIABILITIES PAYABLE FROM RESTRICTED FUNDS:

Customers' Meter Deposits Payable 66,297 64,067
LONG-TERM LIABILITIES:

Bonds Payable - USDA 220,943 226,551

Note Payable 17,142 26,022

Net Pension Liability 234,664 219,653
LONG-TERM LIABILITIES 472,749 472,226
TOTAL LIABILITIES 592,313 588,583
DEFERRED INFLOWS OF RESOURCES:

Deferred Inflows of Resources Related to Pension 16,081 15,760
TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES 608,394 604,343
NET POSITION:

Contributed Capital 3,208,575 3,208,575

Restricted 187,196 165,857

Unrestricted 1,273,474 1,370,707
TOTAL NET POSITION: 4,669,245 4,745,139
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES &

NET POSITION $ 5,277,639 § 5,349,482

The accompanying Notes are an integral part of these Financial Statements.



STAMPS WATER WORKS

STATEMENTS OF REVENUE, EXPENSES AND

CHANGES IN NET POSITION

FOR YEARS ENDED DECEMBER 31, 2023 AND 2022

OPERATING REVENUE:
Water Sales
Sewer Service Charges
Sales Tax Revenue
Penalty Revenue
Miscellaneous Revenues
Billing Adjustments

TOTAL OPERATING REVENUE

OPERATING EXPENSES:
Salaries
Payroll Taxes
Retirement
GASB 68 Adjustment
Insurance
Legal and Professional
Sewer Analysis
Supplies
Office
Uniforms
Chemicals
Repairs and Maintenance
Vehicle
Utilities
Dues and Permits
Meetings and Seminars
Licenses
Depreciation
Miscellaneous

TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)

NON-OPERATING INCOME (EXPENSES):

Interest Income
Interest Expense

TOTAL NON-OPERATING INCOME (EXPENSES):

NET INCOME (LOSS)

NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

The accompanying Notes are an integral part of these Financial Statements.
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2023 2022
$ 402,039 § 406,764
90,783 93,213
- 23,362
16,088 16,547
7,316 21,231
(1,547) (1,750)
514,679 559,367
153,572 174,985
11,133 13,600
22,472 25,563
14,569 (4,723)
30,653 27,986
9,109 4,770
1,395 2,672
30,779 22,297
14,618 9,575
400 3,302
7,819 7,092
17,057 21,760
13,866 15,521
70,826 59,984
3,578 2,772
1,741 266
5,522 5,438
169,933 173,053
8,214 6,767
587,256 572,680
(72,577) (13,313)
3,499 1,829
(6,816) (7,535)
(3,317) (5,706)
(75,894) (19,019)
4,745,139 4,764,158
$ 4,669,245 § 4,745,139




STAMPS WATER WORKS

STATEMENTS OF CASH FLOWS Page 7
FOR YEARS ENDED DECEMBER 31, 2023 AND 2022
2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from Customers $ 494664 § 540,779
Cash Received from Other Operating Revenues 21,857 21,231
Cash Paid to Suppliers (216,729) (202,704)
Cash Paid to Employees (185,467) (214,148)
NET CASH FLOWS FROM OPERATING ACTIVITIES 114,325 145,158
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest Received 3,478 1,832
Purchase of Certificate of Deposit (719) (43)
NET CASH FLOWS FROM INVESTING ACTIVITIES 2,759 1,789
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Increase in Meter Deposits 2,230 120
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:
Principal Paid on Revenue Bonds and Notes Payable (14,033) (13,595)
Interest Paid on Revenue Bonds and Notes Payable (6,852) (7,561)
NET CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES (20,885) (21,156)
NET CHANGE IN CASH AND CASH EQUIVALENTS 98,429 125,911
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 673,966 548,055
CASH AND CASH EQUIVALENTS, END OF YEAR $ 772395 § 673,966

The accompanying Notes are an integral part of these Financial Statements.



STAMPS WATER WORKS
STATEMENTS OF CASH FLOWS Page 8
FOR YEARS ENDED DECEMBER 31, 2023 AND 2022

Reconciliation of operating income to net cash’flow from
operating activities: 2023 2022

OPERATING INCOME (LOSS) $ (72577) § (13,313)

ADJUSTMENTS TO RECONCILE OPERATING INCOME TO
NET CASH FLOW FROM OPERATING ACTIVITIES:

Depreciation 169,933 173,053
Pension related adjustment 14,569 (4,723)
Change in Assets and Liabilities:
Accounts Receivable 1,842 2,643
Prepaid Expenses - (2,072)
Accounts Payable and Accrued Expenses 558 (10,430)
TOTAL ADJUSTMENTS 186,902 158,471
NET CASH FLOW FROM OPERATING ACTIVITIES $ 114325 § 145,158

SCHEDULE OF NONCASH INVESTING AND FINANCING
ACTIVITIES:
None

The accompanying Notes are an integral part of these Financial Statements.
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Note 2.

STAMPS WATER WORKS
NOTES TO FINANCIAL STATEMENTS Page 9
DECEMBER 31, 2023

Significant Accounting Policies:

The Stamps Water Works is an Enterprise Fund of the City of Stamps, Arkansas. The System is
governed by the City Council of the City of Stamps, Arkansas. The accompanying financial
statements and other information reflect the Stamps Water Works fund only and do not include
other funds of the City of Stamps, Arkansas.

The accompanying financial statements were prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles.

Bad debts, which are insignificant in amount, are recognized based on the direct charge-off of
individual accounts considered uncollectible after deduction of the customer's meter deposit.

Plant and equipment are stated at cost and are depreciated over estimated useful lives calculated
on the straight-line method as follows:

Years
Furniture and Fixtures 3-20
Water Plant 10 - 80
Sewer Plant 10 - 80
Vehicles and Equipment 5-25

For purposes of the Statement of Cash Flows, the System considers all highly liquid debt
instruments with a maturity of three months or less when purchased to be cash equivalents.

The Utility System requires every customer to pay a cash meter deposit before service is
provided. Concentrations of credit risk with respect to trade receivables are limited by these
deposits. The Utility monitors its exposure for credit losses and maintains allowances for
anticipated losses, if warranted.

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.

Management has evaluated subsequent events through November 3, 2025, the date the financial
statements were available for issuance.

Certain accounts in the prior-year statements have been reclassified for comparative purposes to
conform with the presentation in the current-year financial statements.

Restricted Assets:

Schedule I of this report shows restricted assets existing at December 31, 2023 and 2022.



Note 3.

Note 4.

STAMPS WATER WORKS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023

Unbilled Revenue:

Page 10

Unbilled water and sewer revenue of $26,356 was computed for usage from the last meter
reading date of 2023 until the end of December. This amount is computed by allocating water
and sewer billed based on the last meter reading date.

Capital Assets:

Capital Asset activity for the year ended December 31, 2023 was as follows:

CAPITAL ASSETS:
Land - Water
Land - Sewer
Equipment - Water
Equipment - Sewer
System - Water
System - Sewer
Office Fumniture and

Equipment
TOTAL CAPITAL ASSETS
AT HISTORICAL COST

LESS ACCUMULATED
DEPRECIATION:

Equipment - Water

Equipment - Sewer

System - Water

System - Sewer

Office Furniture and Equipment
TOTAL DEPRECIATION

NET CAPITAL ASSETS

BEGINNING ENDING
BALANCE INCREASES  DECREASES  TRANSFERS BALANCE
$ 14163 § - $ ; $ - $ 14,163
22,902 . : = 22,902
423,103 . - 423,103
154,527 . . : 154,527
4,606,960 ; 4 : 4,606,960
3,402,298 . - - 3,402,298
13,011 g = . 13,011
8,636,964 " . . 8,636,964
(304,278) (6,947) - . (311,225)
(127,803) (5,193) . . (132,996)
(1,855,737) (109,597) : 5 (1,965,334)
(1,887,804) (48,196) . . (1,936,000)
(12,883) = : . (12,883)
(4,188,505) (169,933) > . (4,358,438)
$ 4448459 § (169,933) $ - $ . $ 4,278,526




Note 4.

STAMPS WATER WORKS

Capital Assets: (Continued)

CAPITAL ASSETS:
Lend - Water
Land - Sewer
Equipment - Water
Equipment - Sewer
System - Water
System - Sewer
Office Furniture and

Equipment
TOTAL CAPITAL ASSETS
AT HISTORICAL COST

LESS ACCUMULATED
DEPRECIATION:

Equipment - Water

Equipment - Sewer

System - Water

System - Sewer

Office Furniture and Equipment
TOTAL DEPRECIATION

NOTES TO FINANCIAL STATEMENTS Page 11
DECEMBER 31, 2023
Capital Asset activity for the year ended December 31, 2022 was as follows:
BEGINNING ENDING
BALANCE INCREASES ~ DECREASES  TRANSFERS BALANCE

$ 14,163 § - $ - $ - $ 14,163

22,902 - - - 22,902

423,103 - . 423,103

154,527 - . - 154,527

4,606,960 - - 3 4,606,960

3,402,298 . - - 3,402,298

13,011 - . - 13,011

8,636,964 - - - 8,636,964
(294,212) (10,066) . - (304,278)
(123,216) (4,587) - . (127,803)
(1,746,140) (109,597) - - (1,855,737)
(1,838,998) (48,806) - - (1,887,804)
(12,883) - - - (12,883)
(4,015,449) (173,056) - - (4,188,505)

$ 4,621,515 $ (173,056) § - $ - $ 4,448,459

NET CAPITAL ASSETS




STAMPS WATER WORKS
NOTES TO FINANCIAL STATEMENTS Page 12
DECEMBER 31, 2023
Note 5. Long-Term Debt:

Long-term debt as of December 31, 2023 and 2022 was as follows:

12/31/2023 12/31/2022
Bond payable to USDA Rural Development;
original amount $283,000; due in monthly
installments of $934, including interest at 2.5%;
secured by the System's revenue. M atures February
2056. $ 226,551 $ 232,020
Note payable to John Deere Equipment; original
amount $44,195; due in monthly installments of
$807, including interest at 3.63%; secured by
equipment. M atures November 2026 26,023 34,587
| A v
252,574 266,607

Less portion considered current (14.489) (14,034)

Total long-term debt $ 238,085 $ 252,573

Debt service requirements of long-term debt as of December 31, 2023 are as follows:

Total

Year Principal Interest Requirements
2024 14,489 6,398 § 20,887
2025 14,959 5,928 20,887
2026 13,827 5,445 19,272
2027 6,045 5,163 11,208
2028 6,197 5,011 11,208
Thereafter 197,053 62,792 248,639
Total $§ 252,570 $ 90,737 $§ 332,101

Note 6. Contributed Capital:

The balance in this account represents the value of system additions paid for by customers, other
outside sources, and grants received to assist in financing construction of new additions to the
System.

Note 7. Retained Earnings:
Retained Earnings in the amount of $1,460,670 as of December 31, 2023 consists of the

accumulated earnings of the water works of $1,273,474 and the excess of restricted assets over
liabilities payable from restricted assets of $187,196.



Note 8.

STAMPS WATER WORKS
NOTES TO FINANCIAL STATEMENTS Page 13
DECEMBER 31, 2023

Public Fund Deposits and Investments:

State law generally requires that City funds be deposited in federally insured banks located
within the State of Arkansas. The deposits may be in the form of checking accounts, savings
accounts, and/or time deposits. Public funds may also be invested in direct obligations of the
United States of America and obligations the principal and interest on which are fully guaranteed
by the United States of America. All cash funds of the System, except bonds funds held by the
trustees of prior bond issues, are deposited in accounts in the name of Stamps Water Works in
financial institutions permitted by law.

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. Stamps Water Works does not have a policy
for custodial credit risk. The carrying value of the System’s accounts and investments at
December 31, 2023 was $849,963. On that date, deposits in financial institutions, reported as
components of cash, cash equivalents, and investments, had bank balances of $865,330 before
reduction of outstanding items. Financial institutions pledged securities with a fair market value
of $2,700,000 to collateralize deposits for the Water Works and the City of Stamps.

The securities held as collateral are classified as to credit risk under three categories, as follows:

Category 1 -  Collateralized with securities held by the System or by its agent in the
System’s name,

Category 2 -  Collateralized with securities held by the pledging financial institution’s
trust department or agent in the System’s name.

Category 3-  Uncollateralized - this includes held by the pledging financial institution’s
trust department or agent but not in the System’s name.

All securities are classified under category 3, above.

Federal Deposit Insurance Corporation coverage allows for a total of $250,000 coverage on all
accounts deposited within each financial institution participating in the FDIC program. We were
unable to determine the amount of FDIC coverage for Stamps Water Works’ accounts and
investments. FDIC coverage is provided on an entity level to be shared jointly by all City of
Stamps accounts and investments at a financial institution.

Investment Interest Rate Risk: Stamps Water Works does not have an investment interest rate
risk. All investments are six-month certificates of deposit and the System is under no obligation
to renew upon maturity.

Investment Credit Risk: Stamps Water Works does not have a formal investment policy. All
investments are short-term certificates of deposit with banks authorized by state law to receive
deposits of public funds and with which the System has a collateral agreement.

Foreign Currency Risk: Stamps Water Works has no exposure to foreign currency risk.




Note 9.

Note 10.

STAMPS WATER WORKS
NOTES TO FINANCIAL STATEMENTS Page 14
DECEMBER 31, 2023

Risk Management:

The System is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters. The System maintains
commercial insurance coverage covering each of those risks of loss. Management believes such
coverage is sufficient to preclude any significant uninsured losses to the System.

Arkansas Public Employees Retirement System:
Implementation of GASB 68 — Restatement of Prior Year Ending Net Position

In June 2012, GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions
— an Amendment of GASB Statement No. 27, which became effective for fiscal years beginning
after June 15,2014. The Statement establishes standards for public pension plan obligations for
participating employers.

Under the new statement, a cost-sharing employer whose employees receive pensions through a
trust will report in the financial statements a net pension liability, deferred outflows or inflows of
resources related to pensions, and pension expense based on its proportionate share of the
collective net pension liability of all employers in the plan. A net pension liability can be
volatile due to changes in actuarial estimates and the actual investment return.

Plan Description

The general administration and responsibility for the proper operation of the System is vested in
the nine members of the Board of Trustees of the Arkansas Public Employees Retirement
System (The Board). Membership includes three state and three non-state employees, all
appointed by the Governor, and three ex-officio trustees, including the Auditor of the State, the
Treasurer of the State, and the Director of the Department of Finance and Administration.

The state of Arkansas issues an annual report that includes financial statements and required
supplementary information for the APERS. That report may be obtained by writing to Arkansas
Public Employees Retirement System, One Union National Plaza, 124 West Capitol, Suite 400,
Little Rock, Arkansas 72201.

Funding Policy: The Utility contributes an actuarially determined amount to the plan, which was
15.32% up to June 30, 2023, and 15.32% thereafter of annual covered payroll for the year ending
December 31, 2023. Contributions made by the Utility were $22,472 and $25,563 for the years
ended December 31, 2023 and 2022, respectively.

Benefits Provided

Benefit provisions are set forth in Arkansas Code Annotated, Title 24, Chapters 5 and 6 and may
only be amended by the Arkansas General Assembly. APERS provides retirement, disability,
and death benefits. Retirement benefits are determined as a percentage of the member’s highest
3-year average compensation times the member’s years of service. The percentage used is based
upon whether a member is contributory or non-contributory as follows:



Note 10.

STAMPS WATER WORKS
NOTES TO FINANCIAL STATEMENTS Page 15
DECEMBER 31, 2023

Arkansas Public Employees Retirement System: (Continued)

Contributory, prior to 07/01/2005 2.07%
Contributory, on or after 07/01/2005 2.03%
Non-Contributory 1.72%

Members are eligible to retire with a full benefit under the following conditions:

e at age 65 with 5 years of service,

e at any age with 28 years actual service.

e at age 60 with 20 years of actual service if under the old contributory plan (prior to
July 1, 2005), or

e atage 55 with 35 years of credited service for elected or public safety officials.

Members may retire with a reduced benefit at age 55 with at least 5 years of actual service or at
any age with 25 years of service.

Members are eligible for disability benefits with 5 years of service. Disability benefits are
computed as an age and service benefit, based on service and pay at disability. Death benefits
are paid to a surviving spouse as if the member had 5 years of service and the monthly benefit is
computed as if the member had retired and elected the Joint & 75% Survivor option. A cost-of-
living adjusting of 3% of the current benefit is added each year.

Contributions

Contribution requirements are set forth in Arkansas Code Annotated, Title 24, Chapter 4. The
contributions are expected to be sufficient to finance the costs of benefits earned by members
during the year and make a level payment that, if paid annually over a reasonable period of
future years, will fully cover the unfunded costs of benefit commitments for services previously
rendered (A.C.A. 24-2-701)(a). Members who began service prior to July 1, 2005 are not
required to make contributions to APERS. Members who began service on or after July 1, 2005
are required to contribute 5% of their salary. Employers are required to contribute at a rate
established by the Board of Trustees of APERS based on an actuary’s determination of a rate
required to fund the plan (A.C.A. 24-2-703(c)(3). Employers contributed 15.32% of
compensation for the fiscal year ended June 30, 2023. Effective July 1, 2021, state law requires
employers to contribute 15.32% of annual covered payroll.

APERS Fiduciary Net Position

Detailed information about APERS’s fiduciary net position is available in the separately issued
APERS Financial Report available at http://www.apers.org/annualreports.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources to Pensions

The collective Net Pension Liability was measured as of June 30, 2023, and the total pension
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STAMPS WATER WORKS
NOTES TO FINANCIAL STATEMENTS Page 16
DECEMBER 31, 2023

Arkansas Public Employees Retirement System: (Continued)

liability used to calculate the Net Pension Liability was determined by an actuarial valuation as
of that date. Each employer’s proportion of the Net Pension Liability was based on the
employer’s share of contributions to the pension plan relative to the total contributions of all
participating employers.

Actuarial Assumptions

The total pension liability in the June 30, 2022 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:

Actuarial Cost Method Entry Age Normal

Discount Rate 7.00%

Wage Inflation Rate 3.25%

Salary Increases 3.25-9.85%

Investment Rate of Return 7.15% (net of investment and administrative
expenses)

Mortality Table RP-2014 weighted generational mortality tables

for healthy annuitant, disability, or employee
death in service, as applicable. The tables applied
credibility adjustments of 135% for males and
125% for females and were fully adjusted for fully
generational mortality improvements using Scale
MP-2017

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate rates of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentage and
by adding expected inflation. Best estimates of arithmetic real rates of return for each major
asset class included in the System’s target asset allocation as of June 30, 2021 are summarized in
the table below:
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Long-Term
Target Expected Real Rate
Asset Class Allocation of Return

Broad Domestic Equity 37% 6.22%
International Equity 24% 6.69%
Real Assets 16% 4.81%
Absolute Return 5% 3.05%
Domestic Fixed 18% 0.57%

Total 100%

Discount Rate

A single discount rate of 7.00% was used to measure the total pension liability. This single
discount rate was based on the expected rate of return on pension plan investments of 7.15%.
The projection of cash flows used to determine this single discount rate assumed that plan
member contributions will be made at the current contribution rate and that employer
contributions will be made at rates equal to the difference between actuarially determined
contribution rates and the member rate. Based on these assumptions, the pension plan’s
fiduciary net position was projected to be available to make all projected future benefit payments
of current plan members. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total
pension liability.

At December 31, 2023, the Utility reported deferred outflows of resources and deferred outflows
of resources and deferred inflows of resources related to pensions from the following resources:

4

2023 2022 2021 2020 2019 2018 2017 2016
Deferred Outflows of Resources:
Differences between expected and actual experience $ 13,246 $§ 5272 § 1463 $ 3550 $ 6381 § 3905 § 5555 § 287
Changes in Proportion and differences between employer
contributions and proportionate share of contribution - 1 165 1,614 3,630 7,133 4,350 6,951
Changes in assumptions 11,032 - - 3,351 12,728 27,937 46,103 23,258
Utility contributions subsequent to measurement date 11,237 12,351 11,648 9,585 9,934 12,887 10,426 11,758
Net difference between projected and actual earnings
on pension plan investments 29,208 46,336 - 28,300 - 12,005 52,990
Deferred Inflows of Resources:
Differences between expected and actual experience (1,289) (2,652) (4,098) 177) (348) (2,577) (5,635) (10,887)
Changes in Proportion and differences between employer
contributions and proportionate share of contribution (14,792) (13,108) (8,846) (12,257) (13,121) (5,298) (7,727) (148)
Changes in assumptions - (448) (4,582) (9,014) (15,184) - -
Utility contributions subsequent to measurement date - - - - - -
Net difference between projected and actual earnings
on pension plan investments (112,163) (1,781) (6,213) -

Totals

$ 48,642 $§ 48,200 $(112,279) $§ 29,384 §

8,409 $ 22,590 § 65,077 $ 84,209
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Note 10.  Arkansas Public Employees Retirement System: (Continued)

$11,237 reported as deferred outflows of resources related to pensions resulting from Utility
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended December 31, 2023, any other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:

Year Ended  Differences in Changes in Differences in ~ Changes in Contri-  Net Reduction in

December 31, Experience Assumptions Eamnings bution Proportion ~ Pension Expense
2024 $ 2,631 $ 2427 % 5842 % (3.254) § 7,646
2025 2,631 2,427 5,842 (3,254) 7,646
2026 2,631 2,427 5,842 (3,254) 7,646
2027 2,631 2,427 5,842 (3,254) 7,646
2028 1,433 1,324 5,840 (1,776) 6,821

$ 11,957 8 11,032 § 20,208 % (14,792) § 37,405

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the Stamps Water Works’ net pension liability, calculated using the
current discount rate, as well as what the water works’ net pension liability would be if it were
calculated using a single discount rate that is 1% lower and 1% higher than the current rate:

1% Lower than 1% Higher than
Current Rate (6.00%) Current Rate (7.00%) Current Rate (8.00%)

Net Pension Liability $ 374,038  § 234,666 $ 119,838
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STAMPS WATER WORKS
SCHEDULES OF RESTRICTED ASSETS
DECEMBER 31, 2023 AND 2022

CUSTOMERS' METER DEPOSIT FUND:
Cash
Certificates of Deposit
TOTAL CUSTOMERS' METER DEPOSIT FUND

DEBT SERVICE FUND:
USDA Bond Payment Account
USDA Debt Service
USDA Short Lived Asset Fund
TOTAL DEBT SERVICE FUND

TOTAL RESTRICTED ASSETS

See Independent Auditors' Report.

SCHEDULE I

Page 19
2023 2022

44727 44,036
19,508 19,508
64,235 63,544

985 985

11,381 11,357
176,892 154,038
189,258 166,380

$ 253,493 § 229,924
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BUDGET ACTUAL VARIANCE

OPERATING REVENUE:
Water Sales $ 415,000 § 402,039 § (12,961)
Sewer Service Charges 102,000 90,783 (11,217)
Sales Tax Revenue - - -
Penalty Revenue 17,500 16,088 (1,412)
Miscellaneous Revenues 29,875 7,316 (22,559)
Billing Adjustments 5,000 (1,547) (6,547)
TOTAL OPERATING REVENUE 569,375 514,679 (54,696)
OPERATING EXPENSES:
Salaries 187,000 153,572 (33,428)
Payroll Taxes 13,750 11,133 (2,617)
Retirement 27,500 22,472 (5,028)
GASB 68 Adjustment - 14,569 14,569
Insurance 33,640 30,653 (2,987)
Legal and Professional 14,305 9,109 (5,196)
Sewer Analysis 2,500 1,395 (1,105)
Supplies 19,500 30,779 11,279
Office 10,000 14,618 4,618
Uniforms - 400 400
Chemicals 8,500 7,819 (681)
Repairs and Maintenance 23,500 17,057 (6,443)
Vehicle 12,500 13,866 1,366
Utilities 68,600 70,826 2,226
Travel 2,000 - (2,000)
Dues and Permits 3,580 3,578 )
Meetings and Seminars 2,900 1,741 (1,159)
Licenses 7,200 5,522 (1,678)
Depreciation/Capital Outlay 36,000 169,933 133,933
Miscellaneous 1,500 8,214 6,714
TOTAL OPERATING EXPENSES 474,475 587,256 112,781
OPERATING INCOME (LLOSS) 94,900 (72,577) (167,477)
NON-OPERATING INCOME (EXPENSES):
Interest Income 2,000 3,499 1,499
Interest Expense - (6,816) (6,816)
TOTAL NON-OPERATING INCOME (EXPENSES): 2,000 (3,317) (5,317)
NET INCOME (LOSS) $ 96,900 $ (75,894) § (172,794)

See Independent Auditors' Report.
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Net Pension Liahility and Related Ratios
2023 2022 2021 2020 2019 2018 2017 2016
System's proportion of the net pension liability (asset) per APERS 0.0173173% 0.0183680% 0.0196851% 0.0200250% 0.0205832% 0.0219270% 0.0213148% 0.0223290%

System's proportionate share of the net pension liability - per APERS $ 234664 $ 219,653 § 63,897 $ 267449 $ 240,144 § 245524 § 286,528 § 303,508
System's covered-employee payroll $ 142,883 § 180,263 $ 177,588 § 169,125 $ 166,717 $ 195272 § 190,178 $ 204,653

System's proportionate share of the net pension liability as &
percentage of its covered-employee payroll 164.24% 121.85% 35.98% 158.14% 144.04% 125.73% 150.66% 148.30%

Plan fiduciary net position as a percentage of the
total pension liability 77.94% 78.31% 93.57% 75.39% 78.55% 79.59% 75.65% 75.50%

Schedule of Required Contributions Last Fiscal Year

Contractually required contribution $ 22472 $ 25563 § 28221 $§ 25910 $ 25541 § 29359 § 27861 $ 28,498
Contributions in relation to the contractually required contribution (22,472) (25,563) (28,221) (25,910) (25,541) (29,359) (27,861) {28,498)

Contribution deficiency (excess) - - - % & 2 &
System's covered-employee payroll $ 142,883 § 180,263 § 177,588 § 169,125 § 166,717 $ 195272 § 190,178 § 204,653

Contributions as & percentage of covered-employee payroll 15.32% 1532% 15.32% 15.32% 15.32% 15.03% 14.65% 13.93%

See Independent Auditors' Report.



