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1 LANDMARK

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

Members of the England Water and Sewer Commission
City of England, Arkansas

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the England Municipal Water and Sewer Department (the
Department) as of and for the year ended December 31, 2022, and the related notes to the financial
statements, which collectively comprise the Department’s basic financial statements, as listed in the table
of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Department as of December 31, 2022, and the changes in financial position and cash flows
thereof for the year then ended in accordance with accounting principles generally accepted in the United
States of America (U.S. GAAP).

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (U.S. GAAS) 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 Department and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audits. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Emphasis of Matter — Other

As discussed in Note 1, the financial statements present only the Department and do not purport to, and
do not present fairly the financial position of the City of England, Arkansas as of December 31, 2022, the
changes in its financial position or its cash flows for the year then ended in accordance with U.S. GAAP.
Our opinion is not modified with respect to this matter.

Emphasis of Matter — Restatement

As discussed in Note 9, during the year ended December 31, 2022, management determined restricted
cash previously reported was overstated. Beginning net position for the year ended December 31, 2022
and cash as of January 1, 2022 have been restated to conform to this change. Our opinion is not modified
with respect to this matter.
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Members of the England Water and Sewer Commission
City of England, Arkansas

Report on the Audit of the Financial Statements (Continued)
Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with U.S. GAAP, 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 Department’s ability to
continue as a going concern for one year after the date that the financial statements are available to be
issued.

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 opinion. 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 U.S. GAAS 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 U.S. GAAS and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify 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 audits 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 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Department’s ability to continue as a going
concern for a reasonable period of time.



Members of the England Water and Sewer Commission
City of England, Arkansas

Report on the Audit of the Financial Statements (Continued)
Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

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 management’s discussion and analysis that U.S. GAAP require to be presented
to supplement the basic financial statements. Such missing information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic or historical context. Our opinion is not modified with respect to this matter.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the Department’s basic financial
statements. The schedule of insurance in force are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The information in this schedule 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. Such 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 U.S. GAAS. In our opinion, the information in this
schedule 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 April 25, 2025,
on our consideration of the Department’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, 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 internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the
Department’s internal control over financial reporting and compliance.
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England Municipal
Water and Sewer Department

Statement of Net Position
December 31, 2022

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
Current Assets

Cash $ 24,684
Accounts receivable, net 95,241
Other receivables 595
Prepaid expenses 9,120
Inventory 10,317

Total Current Assets 139,957

Restricted Assets

Cash 461,665
Property, Plant and Equipment, Net 2,082,145
Total Assets 2,683,767
Deferred Outflows of Resources 64,043
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES $ 2,747,810

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION
Current Liabilities

Accounts payable S 58,390
Accrued expenses 15,731
Due to City of England 21,927

Total Current Liabilities 96,048

Current Liabilities Payable from Restricted Assets

Current portion of long-term debt 89,136
Accrued interest payable 14,848
Customer deposits 81,878
Deferred revenue - easement 1,375
Total Current Liabilities Payable from Restricted Assets 187,237
Net Pension Liability 202,792
Long-term Debt, Less Current Portion 2,862,571
Total Liabilities 3,348,648
Deferred Inflows of Resources 29,735
Total Liabilities and Deferred Inflows of Resources 3,378,383

Net Position
Net investment in property, plant and equipment (869,562)
Restricted for capital activity and debt service 446,817
Unrestricted (207,828)
Total Net Position (Deficit) (630,573)
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION S 2,747,810

See accompanying notes to financial statements.
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England Municipal
Water and Sewer Department

Statement of Revenues, Expenses and Changes in Net Position
Year Ended December 31, 2022

OPERATING REVENUES

Water sales S 618,238
Sewer sales 279,174
Miscellaneous 73,479
Total Operating Revenues 970,891
OPERATING EXPENSES
Salaries and fringe benefits 316,844
Materials and operating supplies 230,836
Utilities and telephone 67,185
Depreciation 134,514
Dues and subscriptions 13,590
Repairs and maintenance 14,560
Insurance 6,732
Vehicles 13,456
Postage 6,570
Bad debt 7,773
Sewer improvements 93,080
Bank and trust fees 700
Loss on disposal of property, plant and equipment 129,781
Total Operating Expenses 1,035,621
Operating Loss (64,730)
OTHER REVENUE (EXPENSES)
Interest Income 2,810
Interest expense (135,939)
TOTAL OTHER REVENUE (EXPENSES) (133,129)
Loss Before Transfers (197,859)
NET TRANSFERS TO THE CITY OF ENGLAND (5,455)
DECREASE IN NET POSITION (203,314)
NET (DEFICIT) POSITION, BEGINNING OF YEAR, as restated (427,259)
NET (DEFICIT) POSITION, END OF YEAR S (630,573)

See accompanying notes to financial statements.
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England Municipal
Water and Sewer Department

Statement of Cash Flows
Year Ended December 31, 2022

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from

Water and sewer sales S 873,873
Miscellaneous 76,169
Total Operating Receipts 950,042

Disbursements for

Salaries and fringe benefits 322,459
Goods and services 430,214
Total Operating Disbursements 752,673
Net Cash Provided by Operating Activities 197,369

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Net transfers to the City of England (5,455)
Net Cash Used by Noncapital Financing Activities (5,455)

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Principal payments of long-term debt (87,687)
Interest paid (136,241)
Net Cash Used by Capital and Related Financing Activities (223,928)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest income received 2,810
Net Cash Provided by Investing Activities 2,810
NET DECREASE IN CASH (29,204)
CASH, BEGINNING OF YEAR, as restated 515,553
CASH, END OF YEAR $ 486,349
(Continued)

See accompanying notes to financial statements.
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England Municipal
Water and Sewer Department

Statement of Cash Flows (Continued)
Year Ended December 31, 2022

RECONCILIATION OF CASH TO STATEMENT OF NET POSITION

Cash S 24,684
Restricted cash 461,665
Total Cash S 486,349

RECONCILIATION OF OPERATING LOSS TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating Loss S (64,730)
Adjustments to Reconcile Operating Loss to
Net Cash Provided by Operating Activities

Depreciation 134,514
Loss on disposal of property, plant and equipment 129,781
Bad debt 7,773
Changes in operating assets and liabilities:
Accounts receivable, net (31,312)
Accounts payable 21,327
Accrued expenses 3,008
Due to City of England (67)
Customer deposits 2,690
Net pension liability and related deferred outflows
and inflows of resources (5,615)
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 197,369

See accompanying notes to financial statements.
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England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 1: REPORTING ENTITY

The England Municipal Water and Sewer Department (the Department) provides water and/or sewer
services to residential, farming and commercial operations in the City of England, Arkansas (the City),
along with outlying areas. The City Council approves rates for user charges.

These financial statements present only balances and transactions that are directly attributable to the
Department and are not intended to present and do not present the financial position and changes
therein of the City.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Measurement Focus and Basis of Accounting

Although the Department is not included in the regulatory financial statements of the City, the
Department is an enterprise fund of the City. An enterprise fund is used to account for business-type
operations that are financed and operated in a manner similar to a private business enterprise, where
the intent is that the costs, including depreciation, of providing goods or services to the general public
on a continuing basis are financed or recovered primarily through user charges. The measurement
focus of an enterprise fund is usually an economic resources measurement focus, the objectives of
which are the determination of operating income, changes in financial position and cash flows. Under
an economic resources measurement focus, all assets, deferred outflows of resources, deferred
inflows of resources and liabilities (whether current or noncurrent, financial or nonfinancial) are
reported.

The financial statements of the Department are prepared in accordance with accounting principles
generally accepted in the United States of America applicable to enterprise funds of governmental
entities. Accordingly, the financial statements of the Department are prepared using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned, and expenses are recorded at the time liabilities are incurred, regardless of the timing of the
related cash flows.

Basis of Presentation

The presentation of the Department’s financial statements follows the requirements of Governmental
Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments, as amended, as applicable
to enterprise funds. In accordance with the requirements of this standard, the Department’s net
position is categorized into net investment in property, plant and equipment, restricted and
unrestricted, as applicable.

In addition, operating revenues and expenses derived from or related directly to distribution of water
and treatment of sewer are distinguished from nonoperating revenues and expenses for purposes of



England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation (Continued)

presentation on the Department’s statement of revenues, expenses and changes in net position.
Operating revenues consist primarily of user charges and operating expenses include primarily the
costs of maintaining and operating the water and sewer treatment system.

When an expense is incurred for purposes for which there are both restricted and unrestricted net
position available, it is the Department’s policy to first apply those expenses to restricted net position
to the extent such are available and then to unrestricted net position.

Accounts and Other Receivables
Revenues for water and sewer treatment services are recognized in the period such services are
provided. Accounts receivable includes amounts for services provided but unbilled at year end.

Accounts receivable are stated at the amount management expects to collect from outstanding
balances. Management provides for probable uncollectible amounts through a provision for bad debt
expense and an adjustment to a valuation allowance based on its assessment of the current status of
individual accounts. Balances that are still outstanding after management has used reasonable
collection efforts are written off through a charge to the valuation allowance and a credit to accounts
receivable. The allowance for doubtful accounts was $22,800 as of December 31, 2022.

Inventory
Inventory consists of parts and supplies and is valued at average cost on the specific identification
basis.

Property, Plant and Equipment

Property, plant and equipment is reported at historical cost. Contributed assets are recorded at their
estimated fair value at the time of contribution. Depreciation is provided using the straight-line
method over the estimated useful lives of the assets, which range from five to forty years.

Costs related to major additions and betterments of property, plant and equipment are capitalized,
while costs of repairs and maintenance that do not add value or extend the useful life of the related
asset are expensed as incurred.

Deferred Outflows/Inflows of Resources

Deferred outflows/inflows of resources are financial statement elements distinct from assets and
liabilities and represent a consumption or production of net position that applies to future periods
and so will not be recognized as an outflow or inflow of resources until then. The Department’s
deferred outflows and inflows of resources consist of deferred outflows and inflows of resources
related to the Department’s pension plan, as further discussed in Note 6.
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England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Long-Term Debt

Long-term debt is reported net of any applicable premiums or discounts. Premiums and discounts are
deferred and amortized over the life of the bonds using the effective interest method. Debt issuance
costs, including underwriter fees, are reported as expenses in the period in which the debt is issued.

Retirement Benefits

The Department participates in the Arkansas Public Employees Retirement System (APERS), a cost-
sharing multi-employer defined benefit plan, which provides retirement benefits to the Department’s
employees. Pension items are allocated to the Department based on contributions paid to APERS. For
purposes of measuring the net position liability, deferred outflows of resources and deferred inflows
of resources related to pensions, and pension expense, information about the fiduciary net position of
APERS and additions to/deductions from APERS’ fiduciary net position have been determined on the
same basis as they are reported by APERS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.

Tax Status
The City, and thus the Department, is exempt from income taxes under Section 115 of the Internal
Revenue Code.

Estimates

The preparation of financial statements requires management to make estimates and assumptions
that affect amounts reported in the financial statements and accompanying notes. Actual results may
differ from those estimates.

NOTE 3: CASH

State of Arkansas (the State) statutes require the City, and thus the Department, to maintain cash
balances on deposit with financial institutions located within the State. There is risk that, in the event
of a bank failure, these deposits may not be returned to the Department. To mitigate this risk, State
statutes require the City to obtain collateral for all deposit balances in excess of Federal Deposit
Insurance Corporation (FDIC) insurance and that such collateral be held in the City’s name by an agent
of the City. At December 31, 2022, all unrestricted and restricted deposit balances that were not FDIC
insured were fully collateralized by investments held by an agent of the City, in the City’s name.
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England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 3: CASH (Continued)

Restricted cash is as follows as of December 31, 2022:

Revenue fund S 149,384
Bond fund 61,144
Debt service reserve fund 59,291
Water meter deposit refund account 81,878
Water treatment reserve account 109,968
Restricted cash S 461,665

The long-term debt agreements require the establishment and maintenance of certain reserve
accounts (see Note 5). Debt covenants require monthly deposits equal to one-sixth of the next
interest payment and one-twelfth of the next scheduled principal payment into the bond fund to
provide funds for the payment of principal and interest on the bonds as they become due and
payable.

NOTE 4: PROPERTY, PLANT AND EQUIPMENT, NET

The following is a summary of the major components of the Department’s property, plant and
equipment at December 31, 2022, and activity for the year then ended:

Balance Balance
Useful Beginning End
Lives of Year Increases Decreases of Year
Non-depreciable:
Land N/A S 57,796 S - S - S 57,796
57,796 - - 57,796
Depreciable:
Treatment plants 10-40 6,792,590 - (470,538) 6,322,052
Operating equipment 3-10 379,040 - (77,223) 301,817
Office equipment 5-10 68,457 - (893) 67,564
Furniture and fixtures 5-10 8,582 - (999) 7,583
Less accumulated depreciation (4,960,025) (134,514) 419,872 (4,674,667)
2,288,644 (134,514) (129,781) 2,024,349
Property, plant and equipment, net S 2,346,440 S (134,514) S (129,781) S 2,082,145
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England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 5: LONG-TERM DEBT, NET

Significant terms and principal balances of the Department’s long-term debt at December 31, 2022,
are as follows:

$1,900,000 Revenue Refunding Bonds, Series 2003;
payable in varying annual installments; interest payable
semiannually at rates ranging from 4.9% to 5.05%,
through 2038; secured by the Department's operating
revenues. S 1,240,000

$2,110,000 Water Revenue Bonds, Series 2008;
payable in monthly installments of $9,095, including
interest at 4.125%, through 2048; secured by the
Department's operating revenues and a statutory

mortgage lien upon the Department's treatment plants. 1,711,707
2,951,707

Less current portion (89,136)
Long-term debt, net of current portion $ 2,862,571

On August 6, 2008, ordinance 2008-04 was passed authorizing the construction of extensions,
betterments, and improvements to the existing water system of the City, and the issuance and sale of
water revenue bonds for the purpose of financing the cost of these improvements. Proceeds from the
bond were being disbursed and recorded by the Department on a draw basis as costs are incurred
during the construction period of the project. The principal amount of the Water Revenue Bonds
Series 2008 is $2,110,000. The bonds were purchased by the United States Department of Agriculture
(USDA) on September 8, 2008. An interest payment of $40,566 was paid to the USDA on September 8,
2009 and capitalized into the project. Additional loan proceeds of $47,899 were distributed to the
Department to complete the funding of the original authorized amount in November 2011.

The City of England Municipal Water and Sewer Department, by means of City Ordinance 2003-03 as
of March 3, 2003, authorized a $1,900,000 bond issue for the refinancing of current indebtedness
related to the City’s Water and Sewer System. Accordingly, the 2003 City of England Water and Sewer
Revenue Refunding Bonds were issued April 1, 2003.

13



England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 5: LONG-TERM DEBT, NET (Continued)

Long-term debt activity is summarized as follows for the year ended December 31, 2022:

Beginning principal balance $ 3,039,394
Retirements (87,687)
Ending principal balance S 2,951,707
Scheduled principal and interest payments of long-term debt are as follows at December 31, 2022:
Principal Interest Total

2023 S 89,136 S 131,052 S 220,188
2024 95,781 126,807 222,588
2025 102,496 122,217 224,713
2026 104,282 117,431 221,713
2027 111,144 112,444 223,588
2028 - 2032 626,498 479,149 1,105,647
2033 - 2037 796,285 314,085 1,110,370
2038 - 2042 504,738 153,140 657,878
2042 - 2047 484,985 60,115 545,100
2048 36,362 320 36,682

S 2,951,707 S 1,616,760 S 4,568,467

In addition to requiring the establishment and maintenance of certain restricted account balances
(see Note 3), bond covenants also require that the Department maintain rates sufficient to ensure at
least 110% debt service coverage, as defined in related bond documents.

NOTE 6: PENSION PLAN

Plan description: The Department’s employees participate in the Arkansas Public Employees’
Retirement Plan (the Plan), a multi-employer, cost sharing, defined benefit plan, qualified under
Section 401(a) of the Internal Revenue Code, with defined contribution options. The administration
and control of the plan is vested in the Board of Trustees of APERS.

Benefits provided: The Plan provides retirement, disability, and death benefits to Plan members.
Retirement benefits may be extended to beneficiaries of plan members under certain circumstances.
Current retirement law provides for the three percent (3%) COLA to all APERS retirees who have been
retired or participated in the Deferred Retirement Option Plan (DROP) for at least twelve months on
July 1 of each year. Benefit provisions are established by state law and may be amended only by state
legislature.

14



England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 6: PENSION PLAN (Continued)

Contributions: Contributions are set forth in Arkansas statute and the Plan was established as
contributory. Act 793 of 1977 allowed existing and previous members to become noncontributory
members. Anyone joining after January 1, 1978 was automatically enrolled as a noncontributory
member. Act 2084 of 2005 established a new contributory requirement for all covered employees
first hired on or after July 1, 2005. Employees hired prior to this date have the option to become a
contributory member at any time. The Department is required to contribute a percent of covered
salary at an actuarially determined rate. Required employer contributions made during the period July
1, 2021 through June 30, 2022 totaled $24,084. Employer contribution rates applicable were 15.32%
of covered payroll.

Pension Liabilities, Pension Expense, and Deferred Inflows/Outflows of Resources Related to Pensions:
At December 31, 2022, the Department reported a liability of $202,792 for its proportionate share of
the net pension liability. The net pension liability was measured as of June 30, 2022, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as
of that date. The Department’s proportion of the net pension liability was based on a projection of
the Department’s long-term share of contributions to the pension plan relative to the projected
contributions of all participating employers, actuarially determined. At June 30, 2022, the
Department’s proportion was 0.39%.

For the year ended December 31, 2022, the Department recognized the actuarially determined
pension expense of $19,566. At December 31, 2022, the Department reported deferred inflows and
outflows of resources related to pensions from the following sources:

Deferred Deferred
Inflows of Outflows of
Resources Resources
Differences between expected and actual experience S (2,448) S 4,868
Change in proportion and differences between
employer contributions and share of contributions (27,287) 2,829
Change in assumptions - -
Net difference between projected actual investment
earnings on pension plan investments - 42,779
Utility contributions subsequent to the measurement date - 13,567
Total S (29,735) S 64,043

At December 31, 2022, the Department reported $13,567 as deferred outflows of resources related to
pensions resulting from contributions subsequent to the measurement date and will be recognized as
a reduction of the net pension liability in the year ending December 31, 2023.

15



England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 6: PENSION PLAN (Continued)
Other amounts reported as deferred inflows and outflows of resources related to pensions will be
recognized in pension expense in the financial statements as follows:

Deferred
Inflows/Outflows

Year ended December 30:

2023 $ 13,070
2024 (5,121)
2025 (3,475)
2026 29,834

S 34,308

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
Amortization Method Level of percent of payroll, closed
Remaining Amortization Period 25 years
Asset Valuation Method 4-year smoothed market; 25% corridor
Investment Rate of Return 7.15%
Inflation 3.25% wage inflation; 2.50% price inflation
Salary Increases 3.25-9.85% including inflation

Experience-based table of rates that are

Retirement Age
& specific to the type of eligibility requirement

Based on the RP-2006 Health Annuitant benefit
weighted generational mortality tables for
males and females. Mortality rates are
multiplied by 135% for males and 125% for
females and are adjusted for fully generational
mortality improvements using Scale MP-2017

Mortality Table

Average Service Life of All

3.916
Members

16



England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 6: PENSION PLAN (Continued)

Investment Rate of Return: The long-term expected rate of return on Plan investments was
determined using a building-block method in which best-estimate ranges 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 weighing the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. Best estimates are arithmetic real rates of return for each major asset class
included in the System's target asset allocation as of June 30, 2022, are summarized in the table

below:
Long-Term
Target Expected Real
Asset Class Allocation Rate 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%
Total rate of return 4.93%
Plus: price inflation - actuary assumption 2.50%
Net expected return 7.43%

Discount rate: A single discount rate of 7.15% 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 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 Plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.
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England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 6: PENSION PLAN (Continued)

Sensitivity of the Department’s proportionate share of the net pension liability to changes in the
discount rate: The following presents the Department’s proportionate share of the net pension
liability calculated using the discount rate of 7.15%, as well as what the Department’s proportionate
share of the net pension liability would be if it were calculated using a discount rate of one
percentage point lower (6.15%) or one percentage point higher (8.15%) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
6.15% 7.15% 8.15%
Department's proportionate share
of the net pension liability S 322,403 S 202,792 S 104,043

Pension plan fiduciary net position: Detailed information about the Plan’s fiduciary net position is
available in the separately issued APERS financial report. Additional financial and actuarial
information is available in APERS’ annual financial report for the year ended June 30, 2022. This
information and the actuarial valuation report are available on the APERS website, www.apers.org.
The reports may also be obtained by writing to APERS, 124 West Capitol, Suite 400, Little Rock,
Arkansas 72201 or by calling 1-501-682-7800.

NOTE 7: TRANSACTIONS WITH OTHER CITY FUNDS

Certain employees of the City may perform administrative duties for the Department. Management of
the City has estimated that the economic benefit of these services is immaterial and has not allocated
any expenses to the Department for these services. In addition, the Department provides water and
wastewater treatment services to other City funds, and these funds generally do not reimburse the
Department for the cost of services provided.

As an accommodation to the City, the Department adds garbage collection, ambulance service and
mosquito control fees to its bills to consumers each month. The Department retains 8% of the
mosquito control fees collected as a fee for this service and remits to the City in the subsequent
month of collection of these fees. At December 31, 2022, the Department had collected $21,927 of
these fees for subsequent remittance to the City.

At times during the year, transfers and/or advances may be made to and from other City funds as
needed to meet cash flow requirements of the Department or the City. Net transfers (to)/from other
City funds for operations and capital improvements, which totaled ($5,455) for the year ended
December 31, 2022, are reflected as net transfers to or from the City in the statement of revenues,
expenditures and changes in net position.
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England Municipal
Water and Sewer Department

Notes to Financial Statements
December 31, 2022

NOTE 8: RISK MANAGEMENT

The Department is exposed to various levels of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees and natural disasters. The
Department has purchased commercial insurance to address these risks and premiums directly
attributable to the Department. There have been no significant reductions in the Department’s
coverage during the years ended December 31, 2022. In addition, there have been no settlements in
excess of the Department’s coverage in any of the prior three fiscal years.

NOTE 9: RESTATEMENT

During the year ended December 31, 2022, it was determined that restricted cash as previously
reported was overstated as of December 31, 2021. As a result, an adjustment of $36,959 was made to
decrease restricted cash, which resulted in a decrease of $36,959 to net position restricted for capital
activity and debt service at January 1, 2022.
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1 LANDMARK

CERTIFIED PUBLIC ACCOUNTANTS

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

Members of the England Water and Sewer Commission
City of England, 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 England Municipal
Water and Sewer Department (the Department), which comprise the statement of net position as of
December 31, 2022, and the statements of revenues, expenses and changes in net position and cash flows
for the year then ended, and the related notes to the financial statements, and have issued our report
thereon dated April 25, 2025.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the 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 opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Department’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the 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 have not been identified. We did identify a certain deficiency in internal control, described in
the accompanying schedule of findings and responses as item 2022-1 that we consider to be a material
weakness.
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Members of the England Water and Sewer Commission
City of England, Arkansas

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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 no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

The Department’s Response to Findings

The Department’s response to the finding identified in our audit is described in the accompanying
schedule of findings and responses. The Department’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 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 Department’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 Department’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

et 2

Little Rock, Arkansas
April 25, 2025
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England Municipal
Water and Sewer Department

Schedule of Findings and Responses
Year Ended December 31, 2022

Material Weakness in Internal Control over Financial Reporting

Finding

Criteria

Condition

Effect

Cause

Recommendation

Response

2022-1

A good system of internal control provides for a proper segregation of
accounting functions. Although proper segregation is not always possible in a
small system, segregation to the extent possible can and should be
implemented to reduce the risk of errors or fraud.

During the year ended December 31, 2022, there were inherent limitations in
the Department’s controls primarily due to the limited number of personnel,
including the following:

- Lack of review over journal entries

- Lack of review over bank reconciliation

The limitations could allow the misappropriations of Department funds.

Internal controls showed a lack of segregation of duties primarily due to the
limited number of personnel. This will likely be an ongoing issue due to its
impracticality from a cost benefit standpoint.

We recommend that management take steps to develop and implement new
procedures to improve segregation of duties, including secondary review from
members of the England Water and Sewer Commission.

Client diligently attempts to segregate duties, but it is beyond current staffing
capabilities.
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England Municipal
Water and Sewer Department

Schedule of Insurance in Force

December 31, 2022
Company Date of Policy
Arkansas Municipal League 9-15-2022 to 9-14-2023
Coverage Amount
General Liability: Bodily Injury and Property Damage S 350,000
Real Estate: All Property S 100,000,000
Vehicles: Bodily Injury and Property Damage S 100,000
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