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Independent Auditors' Report

Members of the City Council
City of Hamburg City Water, Rural Water, and City Sewer System
Hamburg, Arkansas

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the business-type activities of the City of
Hamburg City Water, Rural Water, and City Sewer System of Hamburg, Arkansas, as of and for the vear
ended December 31, 2022, and the related notes to the financial statements, which collectively comprise the
City’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 business-type activities of the City of Hamburg City Water, Rural
Water, and City Sewer System of Hamburg, Arkansas, as of December 31, 2022, and the respective
changes in financial position, and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our andit 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. OQur responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes 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 City of Hamburg City Water,
Rural Water, and City Sewer System’s ability to continue as a going concern for twelve months beyond the
financial statement date, including any currently known information that may raise substantial doubt
shortly thereafter.

MEMBER OF
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Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists.

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood
that, individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

Exercise professional judgement and maintain professional skepticism throughout the audit.

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

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the City of Hamburg City Water, Rural Water, and City Sewer
System’s internal control.  Accordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the City of Hamburg City Water, Rural Water, and City Sewer
System’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on page 15 and 16 be presented to supplement the basic financial statements. Such
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. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.



Other Information

As discussed in Note 1, the financial statements present only the City of Hamburg City Water, Rural Water
and City Sewer System and do not purport to, and do not present fairly the financial position of the City of
Hamburg, Arkansas, as of December 31, 2022, and the changes in its financial position, or, where
applicable, its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America. As of December 31, 2022, the City of Hamburg has not adopted
GASB 34, Accordingly, these financial statements are presented in accordance with the financial
reporting model in effect prior to that described in GASB Statement No, 34,

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 5,
2024, on our consideration of the City of Hamburg City Water, Rural Water, and City Sewer System's
internal control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, grant agreements and other matters. The purpose of that report is 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 intemal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Gevernment Auditing Standards in
considering the City of Hamburg City Water, Rural Water, and City Sewer System’s internal controi over
financial reporting and compliance.

74, L CoA-

MAXWELL CPA
Certified Public Accountants

Crossett, Arkansas
December 5, 2024



CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Statement of Net Position

December 31, 2022

ASSETS
Current Assets
Cash and cash equivalents (Note 2)
Certificate of deposit {Notes 2)
Accounts receivable, net
Interest receivable
Total current assets

Restricted Assets
Certificates of deposit {Notes 2 & 3)
Cash
Total restricted assets

Fixed Assets
Property, plant, and equipment. net (Note 4)
Land
Total fixed assets

Non-Current Assets
Intercompany receivable
Deferred outflow of resources

Total non-current asscts

Total assets

Current Liabilities
Accounts payable
Payable to city
Current portion of long-term debt (Note 5)
Bond interest pavable
Fotal carrent liabilities

Non-Current Liabifities
Bonds payable, net of amortized discount (Note 5)
Accrued pension lability
Deterred inflow of resources
Due to depositors
Total long-term liabilities

Net Position
Net investment in capital assets
Restricted for renewal and replacement
Unrestricted
Total net position

City Rural City
Water Water Sewer Total

3 206,082 $ 483846 $ 345938 $ 1,036,466
87.793 ] 71.688 159,481
31,211 46,281t 15,858 93,350

160 102 269 331
325.846 530,229 433.753 1,289,828
135,165 273,164 0 428,329
50.216 116,246 1] 166,462
205,381 389,410 0 594,791
575,151 3,942,783 546,662 5,064,556
20,333 0 13.438 33,771
595.484 3,942 783 560,100 5.098.367
2.253 720 40,226 43,199
1,391 886 522 2,799
L._3.644 1,606 40,748 45,998
$1.130,355 $ 4,804,028 $1,034,601 $7,008.984

LIABILITIES and NET ASSETS

$ 10,391 $ 7.463 £ 2326 3 20,180
58,991 720 70,134 129,845

0 140,000 0 140,000

] 13,576 0 13,576

69,382 161,759 72.460 303,601

0 3,180,000 0 3,180,000

225222 143,445 84,458 453,125
67,678 43,105 25,379 136,162
105,984 85,667 97,518 289,169
398.884 3.452.217 207,355 4.058.456
575,151 3,942,783 546,662 5,064,596
155,165 273,164 0 428,329
__ (68.238) 2,965.893 208,123 (2,826,000)
662,088 1,250,052 734,785 2,666,925
$1,130,355 $4,864,028 $1,034,601 $ 7,028,984

Total liabilities and net position

See accompanying notes to financial statements and independent auditors” report.
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CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Statement of Revenues, Expenses, and Changes in Fund Net Position
Year Ended December 31, 2022

City Rural City
Water Water Sewer Total
Operating Revenues
Sales $ 389,880 $ 627,949 $ 198,070 $1,215,899
Charges of services 1,440 11,280 0 12,720
Other 677 331 446 1.454
Total operating revenue 391,997 639,560 198,516 1,230,073
Operating Expenses
Salaries and employee benefits 432 084 229201 153,486 814,771
Maintenance and operations 100,278 77,160 23,098 200,536
Materials and supplies 83,873 100,145 18,439 202,457
Depreciation and amortization 41,218 130.441 35,932 207.591
Total operating expenses 657,453 536,947 230,955 1.425.355
Operating income (loss) (265.456) 102,613 {32,439 (195.282)
Non-operating Revenue (Expense)
Grant income 0 894,820 0 894,820
Investment income 2,278 2,802 2,882 7,962
Bond premium 0 (2,358) 0 (2,358)
Interest expense 0 {93.463) 0 (93.463)
Total non-operating revenue (expense) 2,278 801,801 2,882 806,901
Income (loss) before contributions and transfers (263,178) 904,414 (29,557) 611,679
Interfund transfers, net (2.265) (10,498) 0 (12,763)
Change in fund net position (265,443) 893,916 (29,557) 598,916
Total fund net position, beginning 927,531 356,136 784,342 2,068 009
Total fund net position, ending £662,088 $1,250.052 $754.785 32,660,925

See accompanying notes to financial statements and independent auditors’ report.
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CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Statement of Cash Flows
Year Ended December 31, 2021

City Rural City
Water Water Sewer Totals
Cash Flows from Operating Activities:
Cash received from customers $ 391,905 $ 642,713 $ 197,981 $ 1,232,599
Payments to suppliers (181,352) {186,435) (38,006) (405,793)
Payments to employees (252,702) (155.665) (100,235} (508,602)
Net cash provided (used) by operating
activities: (42,149) 300,613 59,740 318,204
Cash Flows from Investing Activities:
Purchase of property and equipment 0 (1,524,820) 0 (1,524,820)
Net intercompany transfer 0 (720} 0 (7200
Net change in certificates of deposit (403) 78,420 (395) 77,620
Net cash provided (used) by investing activities (405) (1,447,120} {393) (1,447.920)
Cash Flows from Capital and Related
Financing Activities:
Proceeds on long-term debt 0 630,000 0 630,000
Payments on long-term debt 0 (135,000) 0 (135,000)
Interest paid on long-term debt 0 (95,821) 0 (95,821)
Interest income 0 2,802 0 2,802
Grant income 0 894,820 0 894,820
Customer deposits 1,496 7.612 1,788 10.896
Net cash provided (used) by capital
and related financing activities 1,496 1,304,413 1.788 1,307.697
Net increase (decrease) in cash and
cash equivalents (41,057) 157,906 61,133 177,981
Cash and cash equivalents, January 1, 2021 297.955 442 186 284,805 1,024,946
Cash and cash equivalents, December 31, 2022 £256,898 § 600,092 $ 345,938 1,202

Reconciliation of Operating Income (Loss) to Net
Cash Provided (Used) by Operating Activities:
Operating income (loss) $(265,443) $ 1,002,687 $£(29,557y § 694,851
Adjustments to reconcile operating income fo net
cash provided by operating activities:

Depreciation 41,218 130,441 35,932 207,591
(Increase) decrease:
Accounts receivable 92) 2,433 (535) 1,806
Deferred outflow of resources 3,644 4,149 1,995 9,788
Increase (decrease) in:
Accounts payable 2,786 1,368 649 18,028
Payable to the City 0 720 0 720
Accrued pension liabilities 185,760 103,983 64,727 354,470
Deferred inflow of resources (10.022) (34,596) (13.471) (58.089)
Net cash provided (used) by operating activities: §(42,179) $1211,185  §_59.740 $£1.229.165

See accompanying notes to financial statements and independent auditers’ report.
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CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Notes to Financial Statements
December 31, 2022

Note 1- Summary of Significant Accounting Policies

Reporting Entity
The City of Hamburg City Water, Rural Water and City Sewer System (the System) serves property located
within the corporate limits of the City of Hamburg (the City) and certain properties outside the city limits.

The financial statements of the System have been prepared in conformity with accounting principles generally
accepted in the United States of America (GAAP) as applied to government units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The System applies all relevant GASB pronouncements. The
System also applies Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, unless those pronouncements
conflict with or contradict GASB pronouncements, in which case, GASB prevails. The more significant of the
System's accounting policies are described below,

Basis of Accounting

The System is comprised of enterprise funds, which are proprietary fund types. They are financed and
operated in a manner similar to private business enterprises, where the costs {(expenses, including depreciation)
of providing water and sewer services to the general public on a continuing basis are financed through user
charges, issuance of bonds, and long-term debt.

Proprietary fund types are accounted for on a flow of economic resources measurement focus using the accrual
basis of accounting. Revenues are recognized when eamned and expenses are recognized when the related
liabilities are incurred.

Cash Equivalents
For the purposes of the statement of cash flows, the System considers all highly liquid assets (including
restricted assets, if any) with a maturity of three months or less when purchased to be cash equivalents.

Liquidity

Financial position statements assets are presented according to nearness of conversion to cash and liability
according to the maturity and resulting use of cash. The City of Hamburg City Water, Rural Water, and City
Sewer System has $1,884,619 of financial assets available within one year of the statement of financial position
date to meet cash needs for general and operating expenditures. The financial assets available consist of cash
totaling $1,790,738, accounts receivable totaling $93,350, and interest receivable totaling $531. In addition to
those resources the organization expects to collect $1,230,073 in revenue in the upcoming year.

Property, Plant, and Equipment

Additions to the System are recorded at cost or, if contributed property, at estimated fair value at time of
contribution. Repairs and maintenance are charged to expense as incurred. Major renewals and
improvements are capitalized. When items of property or equipment are sold or retired, the related costs and
accumulated depreciation are removed from the accounts, and any gain or loss is recognized in the results of
operations. Depreciation has been calculated on each class of depreciable property using the straight-line
method, with one-half year’s depreciation in the year of acquisition, over the estimated useful life of the asset.
Estimated useful lives are forty years for water and sewer lines and improvements, and five to ten years for
equipment and fixtures.



Note 2-

CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Notes to Financial Statements
December 31, 2022

Use of Estimates

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

Allowance for Possible Losses

Accounts receivables are stated at the estimated amount of cash that will be realized, based on the allowance
method. Under this method, an estimate is made of the accounts receivable that will eventally prove to be
un-collectible. The current year provision to adjust the allowance is charged to bad debt write-off. When
specific amounts are written off, they are charged against the allowance for possible losses. Allowances at
December 31, 2022 are as follows:

City Water $285
Rural Water $5,927
City Sewer $235

Equity Classification
Equity is classified as net assefs and displayed in three components:

Invested in capital assets, net of related debt — Consists of capital assets net of accumulated depreciation and
reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to
the acquisition, construction, or improvement of those assets.

Restricted net assets — Consists of net assets with constraints placed on the use either by external groups such as
creditors, grantors, contributors or law or regulations of other governments or law through constitutional
provisions or enabling legislation.

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

Cash and Certificates of Deposit

At December 31, 2022, the balances of the City of Hamburg City Water, Rural Water and City Sewer System
deposits with Southern Bancorp, Hamburg, Arkansas, were $810,760. The bank balances were covered up to
$500,000 by federal depository insurance. At December 31, 2022, Southern Bancorp had collateral with a fair
market value of $310,760 pledged in the name of the City of Hamburg City Water, Rural Water, and City Sewer
System. There were no uninsured cash balances at December 31, 2022.

At December 31, 2022, the balances of the City of Hamburg City Water, Rural Water, and City Sewer System
deposits with Simmons Bank, Hamburg, Arkansas, were $547,921. The bank balances were covered up to
$500,000 by federal depository insurance. At December 31, 2022, Simmons Bank did not have collateral
pledged in the name of the City of Hamburg City Water, Rural Water, and City Sewer Fund. Management’s
opinion is that the bank is well capitalized, and the associated risk is minimal.



Note 3-

Note 4 -

Note §5-

CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Notes to Financial Statements
December 31, 2022

At December 31, 2022 the balances of the City of Hamburg City Water, Rural Water, and City Sewer System
deposits with Century Next Bank, Arkansas were $273,784. The bank balances were covered up to $250,000
by federal depositary insurance. At December 31, 2022, Century Next Bank had collateral with a fair market
value of $23,164 pledged in the name of the City of Hamburg City Water, Rural Water, and City Sewer System.
There were no uninsured cash balances at December 31, 2022.

Restricted Assets
At December 31, 2022, restricted assets consisted of the following cash accounts:

City Water Rural Water City Sewer
Capital improvements, CD $155,165 $273,164 $ 0
Cash 50,216 116,246 g

$205381 3389410 $ 0

Property, Plant, and Equipment
A summary of changes in property, plant, and equipment for the year ended December 31, 2022 follows:

City Water Rural Water City Sewer Total
Balance, Dec. 31, 2021 $ 2,180,900 $ 5,091,473 $2,283,348 $ 9,555,721
Additions 0 1,524,820 0 1,524,820
Deletions 0] 0 0 0
2,180,900 6,616,293 2,283,348 11,080,541
Accumulated depreciation {1,605,748) (2.673.510) (1.736.687) (6.015.945)
575,152 3,942,783 546,661 5,064,596
Land 20,333 0 13438 33,771
Balance, Dec. 31, 2022 § 595485 £3942 783 $ 560,099 $ 5,098,367

Long-term Debt
Long-term debt at December 31, 2022, consisted of the following:

Water Improvement Revenue Bonds Series 2022; bearing an interest

rate of 1.25%; due monthly installments of $1,985; maturing March 2062;

secured by sewer revenue and rural water

revenue $ 630,000

Water and Sewer Revenue Refunding Bonds Series 2019; bearing an
interest rate of 3.00%; due in semi-annual installments of $65,000;
maturing November 2038; secured by sewer revenue and rural water
revenue 2,690,000
3,320,000
Less current portion {140.000)
$3,180,000



Note 6-

Note 7-

CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Notes to Financial Statements
December 31, 2022

The maturities of long-term debt are as follows:

2023 § 140,000

2024 168,820
2025 173,820
2026 178,820
2027 183,820
2028-30 561,460
2031-33 571,460

2034-48 1,307,300

Insurance
The System carries outside commercial insurance for coverage related to its risk of loss of physical facilities.

Pension Plan

Plan Description

The following brief description of the Arkansas Public Employees Retirement System (APERS or the System)
is provided for general information purposes only. Participants should refer to Arkansas Code Annotated, Title
24 for more complete information.

APERS is a cost-sharing, multiple-employer, defined benefit plan which covers all State employees who are not
covered by another authorized plan. The plan was established by the authority of the Arkansas General
Assembly with the passage of Act 177 of 1957. The costs of administering the plan are paid out of investment
earnings. 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 Emplovees 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.

Benefits Provided

Benefit provisions are set forth in Arkansas Code Annotated, Title 24, Chapters 5 and é 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:

Contributory, prior to 7/1/2005 2.07%
Contributory, on or after

7/1/2005, but prior to 7/1/2007 2.03%
Contributory on or after 7/1/2007 2.00%
Non-Contributory 1.72%

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

at age 635 with 5 years of service,

at any age with 28 years actual service,

at age 60 with 20 years of actual service if under the old contributory plan (prior to July 1, 2005), or
at age 55 with 35 years of credited service for ¢lected or public safety officials.
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CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Notes to Financial Statements
December 31, 2022

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 yvears of service and the monthly benefit is computed as if the member had retired and etected the
Joint & 75% Survivor option. A cost-of-living adjustment 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 suffictent 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. 24-2-701(c)(3)).

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/annuaireports.

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

The collective Net Pension Liability of $2,914,186,564 was measured as of June 30, 2023, and the total pension
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.

Deferred outflows of resources and deferred inflows of resources related to pensions for the City of Hamburg
are as follows:

Deferred Qutflows  Deferred Inflows of

of Resources
Resources
Differences between expected and actual experience $25.646 $(2,496)
Net difference between projected and actual investment $56,548
Earnings on pension plan investments
Changes of assumptions $21,359
Changes in proportion and differences between employer $32,972 $310)
contributions and share of contributions
Total $136,525 $(2,806)

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions wiil
be recognized in pension expense in your financial statements as follows:

2024 2025 2026 2027 2028 Thereafter
$42,413 $24,612 £70,551 $3,818 $ 0 $ 0

1



CITY OF HAMBURG

CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM

Actuarial Assumptions

Notes to Financial Statements
December 31, 2022

The total pension liability in the June 30, 2023 actuarial valuation was determined using the following actuarial
assumptions, applied to all periods included in the measurement:

Actuarial Cost Method

Amottization Method

Remaining Amortization Period

Asset Valuation Method

Investment Rate of Return
Inflation

Salary Increases

Retirement Age

Mortality Table

Entry Age Normal

Level of Percent of Payroll, closed (Level Dollar,
Closed for District Judges New Plan and Paid Off
Old Plan and District Judges Still Paying Old
Plan)

23 years (6.6 years for District Judges New
Plan/Paid Off Old Plan and 15 years for District
Judges Still Paying Old Plan)

4-year smoothed market; 25% corridor (Market
Value for Still Paying Old Plan)

7.15%
3.25% wage inflation, 2.50% price inflation

3.25 - 9.85% including inflation (3.25% - 6.96%
including inflation for District Judges)

Experience-based table of rates that are specific to
the type of eligibility condition

Based on the RP-2006 Healthy Annuitant benefit
weighted generational morality 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.

The long-term expected rate of return on pension 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 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:



CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Notes to Financial Statements
December 31, 2022

Note 8-

Long-Term
Expected Real Rate
Asset Class Target Allocation of Return
Broad Domestic Equity 37% 6.19%
International Equity 24% 6.77%
Real Assets 16% 3.34%
Absolute Return 5% 3.36%
Domestic Fixed 18% 1.79%
Total 100%
Total Real Rate of Return 4.94%
Plus: Price Inflation- Actuary Assumption 2.50%
Net Expected Return 7.44%
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 7,00%. 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.

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

The following presents the proportionate share of the Net Pension Liability using the discount rate of 7.00%,
as well as what the Net Pension Liability would be if it were calculated using a discount rate that is
1-percentage-point lower (6.00%) or 1-percentage-point higher (8.00%) than the current rate:

Sensitivity of Discount Rate

1% Lower Discount Rate 1% Higher
6.00% 7.00% 8.00%
$453,125 $231,399 $722,241

City Water and Sewer Sales

On September 28, 2021, Ordinance No. 2020-04 increased the City Sewer rates to the first 1,000 gallons or less
monthly minimum charge of :  5/8 inch meter $7.00; one inch meter $9.80; two inch meter $33.20. The next
7,000 gallons, up to 8,000 gallons is $1.25 per 1,000 gallons, The next 6,000 gallons, up to 14,000 gatlons
$1.07 per 1,000 gallons. Over 14,000 gallons per month $.92 per 1,000 gallons.
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Note 9-

CITY OF HAMBURG
CITY WATER, RURAL WATER, AND CITY SEWER SYSTEM
Notes to Financial Statements
December 31, 2022

On September 28, 2020, Ordinance No. 2020-04 increased the City Water rates to the first 1,000 gallons or less
monthly minimum charge of: 5/8 inch meter $9.10; one inch meter $16.00; two inch meter $60.00. The next
7,000 gallons, up to 8,000 gallons $2.25 per 1,000 gallons. The next 6,000 gallons, up to 14,000 gallons $1.90
per 1,000 gallons. Over 14,000 gallons per $1.00 per 1,000 gallons.

On October 28, 2013, Ordinance No. 2013-9 increased the City Rural Water Residential & Commercial
consumed to $26.00 monthly. The next 9,000 gallons of water consumed per month to $3.00 per 1,000
gallons. For all water consumption in excess of 10,000 gatlons of water per month $2.50 per 1,000 gallons.
This ordinance also increased the City Rural Sewer rates to the first 1,000 gallons of water consumed or a
portion to $6.00 per month (which is the monthly charge). The next 6,000 gallons of water consumed per
month $1.50 per 1,000 gallons. The next 7,000 gallons of water consumed, or a portion is $1.20 per 1,000
gallons. For all water consumption in excess of 14,000 gallons per month $1.50 per 1,000 gallons,

The above-mentioned ordinance also issued the following rate change to “customers in the area generally
described as “Martinville” immediately north of and adjacent to the City which is to be served by the Sewer
System wheo do not connect to the Water System™ a charge of $26.00 per month which is equal to the
minimum monthly charge for water and sewer customers,

Subsequent Events

Subsequent events were evalnated through December 5,2024, which is the date the financial statements were
available to be issued.
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City of Hamburg
City Water, Rural Water, and City Sewer System
Summary of Contributions to APERS
Year Ended December 31, 2022

Measurement Date June 30 2022 2021 2020
Actuarially determined contribution $52,452 $47.712 $37,975
Contributions in relation to the contractually required

contribution 52452 47.712 37975
Contribution deficiency (excess) b 0 b 0 0
Utility’s covered payroll $354,631 $320,611 $290,249
Contributions as a percentage of covered payroll 14.8% 14.9% 13.1%
Notes to schedule

Pension schedules included in the required supplementary information section are intended to show information for ten years.
Only three years of information was available through the APERS website, and additional years® information will be added
as it becomes available,

Actuarially determined contributions rates are calculated as of December 31, 2022,

Actuarial cost method Entry Age
Investment return rate 7.15%
Inflation 2.50%

See accompanying notes to financial statements and independent auditors’ report.
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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 City Council
City of Hamburg City Water, Rural Water, and City Sewer System
Hamburg, 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 City of Hamburg City Water, Rural Water, and City Sewer Systern as of and
for the year ended December 31, 2022, and the related notes to the financial statements, which collectively comprise the City
of Hamburg City Water, Rural Water, and City Sewer System’s basic financial statements, and have issued our report thereon
dated December 5, 2024,

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements. we considered the City of Hamburg City Water, Rural
Water, and City Sewer System’s internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the City of Hamburg City Water, Rural Water, and City Sewer
System’s internal control. Accordingly, we do not express an opinion on the effectiveness of the City of Hamburg City
Water, Rural Water, and City Sewer System’s internal control,

A deficiency in internal controf 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 deficienctes, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected on
a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies. Given
those limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses, However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Hamburg City Water, Rural Water, and City Sewer
Water System’s financial statements are free of material missiatement, 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 determination of financial statement amounts. 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,

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.

WSl f e B )‘”W PALC_

RICHARD L. MAXWELL & ASSOCIATES, PLLC
Certified Public Accountants

Crosseit, Arkansas
December 5, 2024

MEMBER OF
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS - ARKANSAS SQCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
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