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INDEPENDENT AUDITOR’'S REPORT

To the City Council
McCrory Water and Sewer System Fund
City of McCrory, Arkansas

Report on the Audit of the Financial Statements
Opinion
We have audited the accompanying financial statements of the Water and Sewer System Fund of the City of

McCrory, Arkansas as of and for the years ended December 31, 2025 and 2024, and the related notes to the
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 Water and Sewer System Fund of the City of McCrory, Arkansas, as of December 31,
2025 and 2024, and the respective changes in financial position, and cash flows thereof for the years then ended
in accordance with accounting principles generally accepted in the United States of America.

Luiualiv

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Water and Sewer System Fund of the City of McCrory, Arkansas and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Water and Sewer System Fund of the City of
McCrory, Arkansas and do not purport to, and do not present fairly the financial position of the City of McCrory,
Arkansas, as of December 31, 2025 and 2024, the changes in its financial position, or, where applicable, its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States of
America. Our opinion is not medified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or 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 Water and Sewer System Fund of the City of
McCrory, Arkansas'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.

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 generally accepted auditing standards and Government
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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 judgment and maintain professional skepticism throughout the audit.

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

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

o 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 Water and Sewer System Fund of the City of McCrory, Arkansas'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.
Reguired Supplementary Information

Managernent has omitted the Management Discussion and Analysis that accounting principles generally accepted
in the United States of America required 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 essentia! part of financial reporting for placing the basic

~ financial statements in an appropriate operational, economic, or historical context. Our opinion on the basic
financial statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 31, 2026, on
our consideration of Water and Sewer System Fund of the City of McCrory, Arkansas's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is solely to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of Water and Sewer System Fund of the City of McCrory, Arkansas'’s internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Water and Sewer System Fund of the City of McCrory, Arkansas's
internal control over financial reporting and compliance.

Turner, Williams and Associates, P.A.

Searcy, Arkansas
August 31, 2026



McCrory Water and Sewer System Fund

of the City of McCrory, Arkansas
Statement of Net Position
December 31, 2025 and 2024

Assets

Current Assets:
Cash and cash equivalents
Short term investments
Accounis receivable
Inventory
Prepaids & other assets

Total Current Assets

Property, Plant, and Equipment:
Property, plant, and equipment, net

Total Property, Plant, and Equipment

Restricted Assets
Cash and cash equivalents
Short term investments
Total Restricted Assels

Total Assets

Liabilities and Net Position

Current Liabilities:
Accounts payable
Accrued expenses
Customer meter deposits
Current portion long-term debt

Total Current Liabilities

Long-term Liabilities
Accrued employee bensfits
Note Payable
Less: Note Payable - Current Portion

Total Long-term Liabilities
Total Liabilities’

Net Position:
Net investment in capital assets
Restricted
Restricted for debt service
Restricted for capital improvements
Unrestricted

Total Net Position

Total Liabilities and Net Position

The accompanying notes are an integral part of these financial statements.
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2025 2024
$ 68,377 $ 77,699
841,992 817,006
169,205 145,319
17,031 19,293
21,005 19,236
1,117,700 1,078,643
4,879,066 4,840,997
4,879,066 4,840,097
429,773 565,885
126,000 111,164
555,773 677,049
$ 6,552,539 $ 6,596,689
$ 52,796 $ 50,682
3,400 3,399
46,802 36,622
52,431 44,521
156,429 135,224
13,252 11,282
1,944,742 1,951,765
(62,431) (44,521}
1,905,563 - 1,918,626
2,060,992 2,063,750
2,834,324 2,889,232
90,167 84,380
418,804 566,047
1,048,252 1,013,280
4,491,547 4,642,939
$6,5652,539 $ 6596689




McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas

Statement of Revenues, Expenses and Change in Net Position
Years Ended December 31, 2025 and 2024

Operating Ravenues

Water revenue

Sanitation charges

Sewer revenues

Fees, late charges and other
Mosquito control fees

Total Operating Revenues

Operating Expenses

Salaries and benefits
Repairs and maintenance
Utilities

Chemicals

Mosquito control

Supplies and miscellaneous
Licenses, fees, and sales tax
Insurance

Depreciation

Landfill fees

Contract Labor

Total Operating Expenses
Net Operating income
Non-Operating Revenue/(Expense)

Grant revenue
{nterest income
Interest expense

Total Non-Operating Revenue/(Expense)
Increase {decreass) in net position
Net position at beginning of year

Net position at end of year

The accompanying notes are an integral part of these financial statements.
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2025

$ 493,034
231,097
280,678

6,556
24,915

1,036,280

236,877
20,238
79,086
48,949
18,717
76,376

135,762
21,929

193,462

244 785

5,323

—_— =

1,082,504

{46,224)

43,909
(49,077)

{5,168)
(51,392)
4,542,839

3 4,491,547

2024

$ 372,968
281,125
301,615

2,695
30,648

989,051

245,044
16,956
89,089
47,352
27,037
68,379

122,346
19,926

186,699

254,071

350

1,057,249

(68,198)

289,205
50,821

(60,405)
300,231

232,033
4,310,906

$ 4,542,939




McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas

Statement of Cash Flows
December 31, 2025 and 2024

Cash flows from operating activities
Receipts from customers
Payment to suppliers
Payment to employees
Other receipts/(payments)

Net cash used by operating actlvities

Cash flows from capital and related financing activities:
Purchase of capital assets
Proceeds from capital debt
Principal paid on capital debt
Proceeds from grants
Interest paid on capital debt

Net cash provided by capital and related ﬁnahcing activities

Cash flows from investing activities:
Interest income

Net cash provided by investing activities

Net increase {decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Reconciliation of operating income/(loss) to net cash
provided /{used) by operating activities

Operating income/{loss)

Adjustments to reconcile operating income to het
cash provided by operating activities:
Depreciation expense

Change in assets and liabilities:

Prepaids & other assets

Accounts receivables

Inventory

Short term investments

Accounts payable and accrued expenses
Customer meter deposits

Restricted assets

Net cash provided by operating activities

The accompanying notes are an integral part of these financial statements.
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2025 2024
$ 1,022,484 $ 9582887
(647,588) (639,843)
(236,877) (245,044)
96,381 (269,889)
234,400 {195,889)
(231,531) (124,200)
37,500 .
(44,523) (44,201)

- 299,905

(49,077) (50,495)
(287,631) 81,009
43,909 50,821
43,909 50,821
(9,322) (64,059)
77,699 141,758

$ 68,377 $ 77,699
$  (46,224) $ (68,198)
193,462 186,699
(1,769) (2,416)
(23,975) (20,458)
2,262 2,286
(24,896) (34,022)
4,084 (14,207)
10,180 (9,706)
121,276 (235,867)

$ 234,400 $ (195,889)




McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Notes to the Financial Statements
December 31, 2025 and 2024

1) NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business
The McCrory Water and Sewer System Fund is a component unit of the City of McCrory, Arkansas
which was established as an enterprise fund of the City to provide water and sewer services to the

residents of the City.

The accounting system is organized and operated on a fund basis. A fund is defined set of accounts
recording cash and other financial resources, together with all related liabilities and residual equities or
balances, and changes therein, which are segregated for purposes of carrying on specific activities or
attaining certain objectives in accordance with special regulations, restrictions or limitations.

Basis of Accounting

The financial statements of the Fund are prepared in accordance with accounting principles generally
accepted in the United States of America (US GAAP) as applicable to enterprise funds of governmental
entities using the economic resources measurement focus and the accrual basis of accounting. An
enterprise fund is a proprietary fund type used to account for operations that are financed and operated
in a manner similar to private bhusiness enterprises, where the intent is that the costs, including
depreciation, of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges. Revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred, regardless of the timing of the related cash flows. The
Governmental Accounting Standards Board (GASB) is responsible for establishing US GAAP for state
and local governments through its pronouncements (Statements and Interpretations).

Measurement focus is a term used to describe "which" transactions are recorded within the various
financial statements. In the fund financial statements, the "current financial resources" measurement
focus or the "economic resources" measurement focus is used as appropriate.

The proprietary fund utilizes an "economic resources" measurement focus. The accounting objectives
of this measurement focus is the determination of operating income, changes in net assets (or cost
recovery), financial position, and cash flows. All assets and liabilities (whether current or noncurrent)
associated with their activities are reported. Proprietary fund equity is classified as net assets.

The fund's revenue is derived primarily from water, sewer, and sanitation services. Revenue is
recognized on the accrual basis and is recorded as services are provided. Revenue from services
provided is considered operating revenue. Non-operating revenues consist of interest income, grant
funds and miscellaneous income.

When an expense is incurred that can be paid using either restricted or unrestricted resources (net
position), the Fund's policy is to first apply the expense toward restricted resources, if restrictions have
been met, and then toward unrestricted resources.

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could

differ from those estimates.




McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Notes to the Financial Statements

December 31, 2025 and 2024

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Fund considers all highly liquid investments (excluding

restricted assets) purchased with a maturity of three months or less to be cash equivalents.

Fair Value of Financial Instruments

The estimated fair values of the Fund's short-term financial instruments, including receivables and
payables arising in the ordinary course of business, approximate their individual carrying amounts due
to the relatively short period of time between their origination and expected realization. Short term
investments are made up solely of certificates of deposit.

Accounts Receivable

Accounts receivables include amounts due from residents for water, sewer, and sanitation services. All
receivables are current and therefore due within one year. Receivables are reported net of an allowance
for uncollectible accounts and revenues net of uncollectibles. Allowances are reported when accounts
are proven to be uncollectible. As of December 31, 2025 and 2024, the allowance for doubtful accounts

was $4,234.

Customers are billed on a monthly billing cycle by the Fund based on actual or estimated meter
readings. The Fund recognizes unbilled accounts receivable for services provided prior to year-end that
are billed during the following year. This unbilled receivable is included in accounts receivable in the
amount of $49,039 and $40,786 at December 31, 2025 and 2024, respectively.

Sales of water, sewer, and sanitation services are made on an open account to customers located in
McCrory, Arkansas, and are collateralized to the extent of each customer’s meter deposit.

Inventory
Inventory consists of meters, couplings, meter setters, etc. used in the customary operation of the

Department. All inventory are stated at the lower of cost, determined using FIFO (first-in, first-out)
method, or market.

Property and Equipment

Acquisitions of property and equipment in excess of $2,500 are capitalized. Property and equipment
are carried at cost or, if donated, at the approximate fair value at the date of donation. Interest
expenditures incurred on construction projects are capitalized as a cost of construction. Major
improvements or betterments to property accounts are capitalized. Maintenance and repairs which do
not extend the lives of the applicable assets are charged to the expense as incurred. When assets are
retired or otherwise disposed of, the cost and the related accumulated depreciation are removed from
the property accounts and any resulting gain or loss is regarded in income. Depreciation is computed
using primarily the straight-line method over the following estimated useful lives:

Asset Useful Life
Water distribution system 40-50 years
Buildings 50 years
Vehicles 4-5 years
Other equipment 5-7 years

Depreciation expense was $193,462 and $186,699 for the years ended December 31, 2025 and 2024,
respectively.



McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Notes to the Financial Statements
December 31, 2025 and 2024

Long Term Debt
All long term debt to be repaid from business-type resources are reported as liabilities in the financial

statements. The leng-term debt consists primarily of bonds and notes payable.

Sales Taxes
Sales taxes charged to the Fund’s customers are recorded as accounts receivable and sales tax

payable when charged to customer. When these amounts are remitted to the appropriate taxing
authority, the sales tax payable is reduced. When the customer pays the bill the accounts receivable is

reduced.

Net Position Classifications
GASB requires the classification of net position into three classifications defined as follows:

Nel investment in capital assets - This component of net position consists of capital assets, net of
accumulated depraciation, reduced by the outstanding balances of any bonds, mortgages, notes, or
other borrowings that are attributable 1o the acquisition, construction, or improvement of those
assets. If there are significant unspent capitai-related debt proceeds at year-end, the portion of the
debt attributable to the unspent proceads is not included in the calculation of net investmant in
capital assets, Rather, that portion of the debt is included in the same net position component as
the unspent proceeds.

Restricted - This component of net position consist of amounts which have external constraints
placed on its use imposed by credltors (such as through debt covenants}), grantors, contributors, or
iaws or ragulations of other governments or constraints imposed by law through constitutional
provisions or enabling legislation.

Unrestricted - This component consists of net position that do not meet the definition of "net
investment in capital assets," or "restricted"”.

Revenue Recognition

Revenues for water, sewer, sanitation, and mosquite control are recognized in the period during which
the related services are provided. Accounts receivable and revenues reported on the Fund's financial
statements include an estimate of charges for services provided but unbilled at year end,

Grant Revenue :
Resources from capital grants are reported as temporarily restricted support. When a grant restriction
expires, that is, when a stipulated time restriction ends or purpose restriction is accomplished,
temporarily restricted net assets are reclassified to unrestricted net position and reported in the
statement of activities as net assets released from restrictions.

Income Taxes

The Fund is not subject to income taxes and, accordingly, ho provision for income taxes has been made
in the accompanying financial statements. Management has evaluated all tax positions and determined
that the Fund does not have any uncertain tax positions and associated unrecognized benefits that
materially impact the financial statements or related disclosures. The Fund does not file federal income

tax returns.




McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Notes to the Financial Statements
December 31, 2025 and 2024

Subsequent Events
Management has evaluated subseguent events through August 31, 2026, the date which the financial
statements were available to be issued.

2) CONCENTRATIONS OF CREDIT

The McCrory Water and Sewer System Fund maintains cash balances at one financial institution.
Accounts are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. At
December 31, 2025, cash balances that exceed FDIC coverage have collateral pledged to the cover the
cash balances.

3) CASH AND INVESTMENTS

At December 31, 2025 and 2024, cash balances exceed the FDIC coverage and collateral was pledged
to the Fund. The table presented below is designed to disclose the level of custody credit risk assumed
by the Fund based upon how its deposits were insured or secured with collateral at December 31, 2025
and 2024. The categories of credit risk are defined as follows:

Category 1- Insured by FDIC or collaterized with securities held by the Fund (or public trust) or by its
agents in its name.

Category 2- Uninsured and uncollaterized; or coliaterized with securitiss held by the pledging financial
institution's trust Fund or agent in the Fund's name.

Category 3- Uninsured and uncollaterized; or collaterized with securities held by the pledging financial
Institution, or by its trust Fund or agent but not in the Fund's name; or collaterized with no written or
approvad collaterized agresment.

2025 2024
Category 1 $ 250,000 $ 250,000
Category 2 1,219,120 1,344,327

Category 3 - -
$ 1469120 §$ 1,594,327

Cash and investments consisted of the following at December 31, 2025 and 2024:

2025 2024
Cash
Unrestricted $ 68,377 $ . V7,699
Restricted 429,773 565,885
Certificates of deposit
Unrestricted 841,992 817,098
Restricted 126,000 111,164

$ 1.466,142 $ 1,571,844




McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Notes to the Financial Statements
December 31, 2025 and 2024

4) RESTRICTED ASSETS

Restricted assets consists of debt service, capital improvement reserves and meter deposits.

Restricted assets at December 31, 2025 and 2024, are as follows:

2025 2024
Restricted for debt service $ 90,167 $ 84,380
Restricted for capital improvements - 418,804 556,047
Meter deposits 46,802 36,622
Total restricted assets $ 555773 § £77,049

USDA (Loan 92-09) requires the Fund to establish debt service reserves in an amount equal to at least
one annual loan installment that accumulates at the rate of 10% of one annual payment per year for ten
years or until the balance is equal to one annual loan payment. The monthly debt service reserve is to
be $95 a month, until $11,304 is accumulated. The total required reserve has been met,
Disbursements from the reserve account may only be made with proper consent of the USDA-Rural
Development. USDA {Loan 92-09) aiso requires a short lived asset replacement reserve account {0 be
established at a rate of $2,145 a month to be used to replace short lived assets. The short lived asset
replacement reserve was funded in excess as of December 31, 2025,

USDA (Loan 91-06) requires the Fund to establish debt service reserves in an amount equal to af least
one annual loan installment that accumulates at the rate of 10% of one annual payment per year for ten
years or until the balance is equal to one annual loan payment, The monthly debt service reserve is to
be $547 a month, until $65,640 is accumulated. The total required reserve has been met.
Disbursements from the reserve account may only be made with proper consent of the USDA-Rural
Development. USDA (Loan 21-08) also requires a short lived asset replacement reserve account to be
established at a rate of $1,437 a month to be used to replace short lived assets. The short lived asset
replacement reserve was funded in excess as of December 31, 2025,

USDA (Loan 91-07) requires the Fund to establish debt service reserves in an amount equal to at least
one annual loan instaliment that accumulates at the rate of 10% of one annual payment per year for ten
years or until the balance is equal to cne annual joan payment. The monthly debt service reserve is to
be $101 a month, until $12,096 is accumulated. The total required reserve has been met.
Disbursements from the reserve account may only be made with proper consent of the USDA-Rural

Development.

USDA Bond (2021) requires the Fund to establish debt service reserves in an amount equal to at least
one annual loan installment that accumulates at the rate of 10% of one annual payment per year for ten
years or until the balance is equal to one annual loan payment. The monthly debt service reserve is to
be $38 a month, until $4,560 is accumulated. The total required reserve has besn met. Disbhursements
from the reserve account may only be made with proper consent of the USDA-Rural Development.

There were no violations during the vears ended December 31, 2025 and 2024 of legal or contractual
provision for deposits. Bank balances of the deposits listed above are insured up to the limits allowed
by the Federal Deposit Insurance Corporation and are collaterized with securities pledged by First

Financial Bank.
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McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Notes to the Financial Statements
December 31, 2025 and 2024

5) PROPERTY AND EQUIPMENT

The following is a summary of property and equipment;

2024 Additions Disposals Transfers 2025
Water System $ 5580675 § 133984 § - 3 34,934 § 5,749,593
Sewer System 2,310,189 97,547 - - 2,407,736
Vehicles 88,360 - - - 188,360
Building 16,789 - - - 16,789
Equipment 164,098 - - - 164,098
Construction in Progress 34,934 - - {34,934) -
8,195,045 231,531 - - 8,426,576
Accumulated depreciation (3,354,048) (193,462) - - (3,547, 510)
Net property and equipment $ 4,840,997 § 38,0690 § - § - § 4,879,066
2023 Additions Disposals Transfers 2024
Water System $ 5,552,375 § 28,300 $ - % - $ 5580675
Sewer System 1,884,007 60,967 - 365,215 2,310,189
Vehicles 88,360 - - - 88,360
Building 16,789 - - - 16,789
Equipment 164,098 - - - 164,098
Constructicn in Progress 355,216 34,933 - (365,215) 34,934
8,070,845 124,200 - - 8,195,045
Accumulated depreciation (3,167,349) {186,699) - - {3,354,048)
Net property and equipment $ 4903496 $ (62,499 3% -8 - $ 4,840,997

6) NONCURRENT LIABILITIES

Bonds and notes payable at December 31, consist of the following:

Principal
2024 Additions Payments 2025

USDA-Rural Development-2015 bond
issuance, payable in monthly
installments of $5,470 including
principal and interest, The bonds
bear an annual interest rate of 2.75%

and are scheduled to mature in 2055. $ 1317283 $ - $ (29,789) $ 1,287,404

USDA-Rural Development-2015 bond
issuance, payable in monthly
installments of $1,008 including
principal and interest. The bonds
bear an annual interest rate of 2.75%

and is scheduled to mature in 2055. 242,504 . (5.494) 237,100

11




McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Notes to the Financial Statements

December 31, 2025 and 2024

USDA-Rural Development-2016 bond
issuance, payable in monthly
installments of $942 including
principal and interest. The bonds
bear an annual interest rate of
1.875% and is scheduled fo mature in
2056.

USDA-Rural Development-2021 bond
issuance, payable in monthly
installments of $380 Including
principal and interest. The bonds
bear an annual interest rate of
1.375% and is scheduled to mature in
2061.

Cadence Bank note payable in annual
instaliments of $8,697, including
interest at 5.03% per annum through
August 20, 2030. The note is secured
by sewer system equipment.

Total Debt
Less: Current Maturities

Total Long-Term Debt

Scheduled retirements of long-term debt are as follows:

2026
2027
2028
2029
2030
2031-2035
2036-2040
2041-2045
2048-2050
2051-2055
2056-2060
2061-2065

261,843 - (8,450) 255,393

130,045 - (2,790) 127,255

- 37,500 - 37,500

1,951,765 37,500 {(44,523) 1,944,742

(44.521) (562,431)
$ 1,907 244 $ 1,892 311
Pringipal Interest Total

52,431 49 865 102,296
53,953 48 344 102,297
55,5623 48,774 102,297
57,145 45,152 102,297
58,818 43,479 102,297
272,977 195,023 468,000
310,144 157,856 468,000
352,516 115,485 468,001
400,840 67,160 468,000
307,41% 15,356 322,775
21,954 846 22,800
1,022 2 1,024
$ 1,044,742 $ 785342 $ 2,730,084
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McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Notes to the Financial Statements

December 31, 2025 and 2024

7) COMPENSATED ABSENCES

The McCrory Water and Sewer System Fund has the following policies relating to compensated absences:

Employees receive 18 sick days {144 hours) per year and may accumulate up to 240 hours.
Employees receive vacation days as follows, any unused vacation will be lost:
1 week after 1 year of service 3 weeks after 10 years of service
2 weeks after 5 years of service 4 waeks after 15 years of service

The new policy above is effective for employees employed after September 9, 2013; employees hired
prior to this date are considered grandfathered under the old policy below, and their unused vacation
time from prior years will not be lost,

2 weeks after 1 year of service 4 weeks after 15 years of service

3 weeks after 8 years of service '

Compensated absences as of December 31, 2025 and 2024 were $13,252 and $11,282, respactively.

8) RETIREMENT PLAN

The McCrory Water and Sewer System Fund matches employee contributions up to 4% in a retirement
fund Arkansas Diamond Plan. Contributions for December 31, 2025 were $1,560 and $2,120 at
December 31, 2024.

9) RISK MANAGEMENT

The McCrory Water and Sewer System Fund is exposed fo various risks of loss related to torts,; theft of,
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The Fund carries commercial insurance for risks of loss, including property and casualty
insurance, worker's compensation, employee and health insurance. Settled claims resulting from these
risks have not exceeded commercial insurance coverage in any of the past three fiscal years and there
has been no significant reduction in the amount of coverage provided.

10) CHANGES IN NET POSITION

Invested

in Capital
The changes in net position are as assets Unrestricted Restricted Total
follows:
Net position at December 31, 2023 $ 2907530 $ 993301 § 410,075 $ 4,310,908
Profit - 232,033 - 232,033
Transfers (18,298) (212,054) 230,352 -

Net position at December 31, 2024 $ 2,889,232 § 1,013,280 % 840,427 $ 4,542,939

Net position at December 31, 2024 $ 2,889,232 $ 1,013,280 $ 640,427 $ 4,542.939
Profit {51,392) - {561,392)
Transfers 45,092 86,364 {131,456) -
Net position at December 31, 2025 $ 20934324 § 1048252 $ 508,971 § 4,491,547

1
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the City Council
McCrory Water and Sewer System Fund
City of McCrory, 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 Water and Sewer System Fund of the
City of McCrory, Arkansas, as of and for the years ended December 31, 2025 and 2024, and the related notes to
the financial statements, which collectively comprise the Water and Sewer System Fund of the City of McCrory,
Arkansas's basic financial statements and have issued our report thereon dated August 31, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Water and Sewer System
Fund of the City of McCrory, Arkansas’s internal control over financial reporting (intermal control) as a basis for
designing audit procedures that are appropriate in the circumstances for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Water
and Sewer Systern Fund of the City of McCrory, Arkansas's internal control. Accordingly, we do not express an
opinion on the effectiveness of the Water and Sewer System Fund of the City of McCrory, Arkansas'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 contral 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. Given these limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. We did identify certain deficiencies in internal control, described in the
accompanying schedule of findings and responses as item 2025-1 that we consider to be a significant deficiency.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Water and Sewer System Fund of the City of
McCrory, Arkansas’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 stich 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.

DONALD WILLIAMS, CPA - COLTON HALE, CPA
CURTIS WILLIAMS, IR, CPA

CERTIFIED PUBLIC ACCOUNTANTS « WWW.TURNERWILLIAMSCPA.COM

1600 W. Beebe Capps Expwy. | Searcy, AR 72143 | ph 501.268.0704 | fx 501.268.4520

915 Highway 258 N. | Heber Springs, AR 72543 | ph 501.362.3153 | fx 501.362.9762



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.

Tisren, o il Losouialin, 1.

Turner, Williams & Associates, P.A.

Searcy, Arkansas
August 31, 2026




McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Scheduie of Audit Findings and Responses
December 31, 2025

FINDING 2025-1:

Numerous adjusting entries were required during the 2025 audit in order to present the Fund's
financial statements in accordance with generally accepted accounting principles (GAAP), The
Fund does not have a process in place to ensure accounting records are in accordance with
GAAP. This caused many accounts within the Fund's financial statements to be misstated. We
recommend the Fund establish a formal closing checklist {monthly and annually) to document
entries, reversing entries, and reconciliations that should be performed. In addition, at the
completion of the audit, all required entries should be posted to the accounting software to ensure
the Fund’s final trial balance agrees to the audited trial balance.

RESPONSE:

Management will establish and implement a closing checklist for the monthly and annual closing
processes to ensure the books are closed properly.
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Number of Users
Residential
Nen-residential
Garden meter

Total Number of Users

McCrory Water and Sewer System Fund
of the City of McCrory, Arkansas
Schedule of Service Users
December 31, 2025

Unaudited 2025

17

Active

630
61
66

757




