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WILF & HENDERSON, P.C.

CERTIFIED PUBLIC ACCOUNTANTS  Member of American Institute of Certified Public Accountants
Member of Private Company Practice Section
Member of AICPA Governmental Audit Quality Center

Independent Auditors’ Report

Tuly 24, 2024

Honorable Mayor and Members of City Council
City of Nashville, Arkansas

Water and Sewer System Enterprise Fund
Nashville, Arkansas

Report on Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the business-type activities of the City of Nashville,
Arkansas Water and Sewer System Enterprise Fund (System), as of and for the year ended December 31, 2023, and
the related notes to the financial statements, which collectively comprise the System’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 System, as of December 31, 2023, 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 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 System, and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinions.

Emphasis of Matter

As described in Note 1, the financial statements of the City of Nashville, Arkansas Water and Sewer System
Enterprise Fund, are intended to present the financial position, the changes in financial position, and, where
applicable, cash flows of only that portion of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City that is attributable to the transactions of the Water
and Sewer System Enterprise Fund. They do not purport to, and do not present fairly the financial position of the
City of Nashville, Arkansas as of December 31, 2023, 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. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and

maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.
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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 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.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

e Exercise professional judgment and maintain professional skepticism throughout the audit,

e 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 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.

o Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the 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 pages 4 through 7, APERS schedule of the proportionate share of the net pension liability on page
24, and APERS schedule of pension contributions on page 25 be presented to supplement the basic financial
statements. Such information is the responsibility of management and, 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
response 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

Management is responsible for the other information included in the annual report. The other information comprises
the information required by loan agreement with ANRC but does not include the basic financial statements and our
auditor’s report thereon. Our opinions on the basic financial statements do not cover the other information, and we
do not express an opinion or any form of assurance thereon,

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements, or
the other information otherwise appears to be materially misstated. If, based on the work performed, we conclude
that an uncorrected material misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report on July 24, 2024, on our
consideration of Nashville Water Sewer System Enterprise Fund’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 System’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 Nashville Water Sewer System Enterprise Fund’s internal
control over financial reporting and compliance.

WILF & HENDERSON, P.C.
Certified Public Accountants
Texarkana, Texas



CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2023

Our discussion and analysis of the City of Nashville Water and Sewer System (System) financial
performance provides an overview of the System’s financial activities for the year ended December 31,
2023, Please read it in conjunction with the basic financial statements and the accompanying notes to the
financial statements.

Financial Highlights

e The System maintained an Unrestricted Net Position balance of $670,173 at December 31, 2023.
Unrestricted Net Position represents the net balance accumulated by the System above the
amount of Net Investment in Capital Assets and the amount for Restricted Net Position (restricted
as a result of constraints imposed by grantors, contributors, or by laws and regulations).

» The total of Net Investment in Capital Assets (after subtracting out debt owed on capital assets)
was $5,479,158 at December 31, 2023.

» The System had $9,619,028 of bonded debt and note payables outstanding at December 31, 2023.

* The most significant continuing revenue sources for the System consisted of $3,053,644 of water,
sewer and related services for the year ended December 31, 2023.

Overview of the Financial Statements

The annual financial report consists of two parts: Management’s Discussion and Analysis and the
Financial Section report. The Financial Section also includes notes that explain in more detail some of
the information in the financial statements.

The Statement of Net Position and the Statement of Revenues, Expenses and Changes in Fund Net
Position (Pages 8 and 9) provide long-term and short-term information about the System’s overall
financial status. The Statement of Net Position includes all assets and liabilities and provides information
about the nature and amounts of investments in resources (assets) and the obligations to creditors
(liabilities). This financial statement reports net position and how it has changed. Net position — the
difference between assets and liabilities — is one way to measure health, or position, Over time, increases
or decreases in net position is an indicator of whether the System’s financial health is improving or
deteriorating, respectively. The Statement of Net Position also provides the basis for computing rate of
return, evaluating the capital structure and assessing liquidity and flexibility. You will need to consider
other nonfinancial factors, however, to assess the overall health.

All of the current year’s revenue and expenses are accounted for in the Statement of Revenues, Expenses
and Changes in Fund Net Position. This statement measures the success of operations over the past year
and can be used to determine whether operations have successfully recovered all System costs through
user fees and other charges, profitability, and credit worthiness.



CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2023

The final required financial statement is the Statement of Cash Flows. The primary purpose of this
statement is to provide information about cash receipts and cash payments during the reporting period.
This statement reports cash receipts, cash payments, and net changes in cash resulting from operations,
investing and financing activities and provides answers to such questions as where did the cash come
from, what was the cash used for, and what was the change in cash balance during the reporting period.

Our auditor has provided assurance in the independent auditors’ report that the financial statements are
fairly stated. :

Financial Analysis as a Whole

Net position decreased by $(31,097) as a result of this year’s operations. The balance in net position
represents the accumulated results of all past years” operations.

Statement of Net Position

. A summary of the Statement of Net Position is presented in the table below. The format allows the reader

to view the overall financial position of the System.

City of Nashville Water and Sewer System
Condensed Statement of Net Position

Dollar Percent

2023 2022 Change Change
Current assets (unrestricted) § 1390495 § 1,359,535 $ 30,960 2.28%
Current assets (restricted) 1,185,111 1,164,235 20,876 1.79%
Capital assets 15,098,186 15,633,123 (534,937) -3.42%
Other assets 1,197 1,197 - 0.00%
Total Assets 17,674,989 18,158,090 (483,101) -2.66%
Deferred outflows related to APERS 263,292 234,053 29,239 12.49%
Current liabilities (payable from current assets) 574,462 582,506 (8,044) -1.38%
Current liabilities (payable from restricted assets) 181,278 180,791 487 0.27%
Noncurrent liabilities - bonded debt 9.211,034 9,619,072 (408,038) -4.24%
Noncurrent liabilities - net pension liability 791,695 773,589 18,106 2.34%
Total Liabilities 10,758,469 11,155,958 (397,489) -3.56%
Deferred inflows related to APERS 26,648 51,924 (25,276) -48.68%
Net investment in capital assets 5479,158 5,616,910 (137,752) -2.45%
Restricted 1,003,833 983,444 20,389 2.07%
Unrestricted 670,173 583,907 86,266 14.77%
Total Net Position $ 7153164 § 7184261 b (31,097) -0.43%




CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM
MANAGEMENT'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2023

The largest category of net position is Net Investment in Capital Assets, and comprises 76.60% of Net
Position. This category totaling $5,479,158 reflects the total invested in capital assets (land, buildings,
equipment, water and sewer system improvements, etc.) net of any related debt used to acquire capital
assets. These capital assets are used to provide services to citizens and do not represent resource available
for future spending. The System’s investment in its capital assets is reported net of related debt. Related
long-term liabilities outstanding at December 31, 2023 totaled $9,619,028. The current portion of the
long-term debt of $407,994 is reflected in current liabilities (payable from current assets). It should be
noted that the resources needed to repay debt must be provided from other sources, since the capital assets
cannot be used to liquidate these liabilities.

The second category of net position, Restricted Net Position, represents net position that is subject to
external restrictions on how they may be used. Restricted Net Position total $1,003,833.

The third category of net position, Unrestricted Net Position, represents net position that is not subject to
external restrictions on how they may be used. Unrestricted Net Position total $670,173.

At the end of the current year, the System was able to report positive balances in all three categories of
net position, and for the System as a whole.

Changes in Fund Net Position

While the Statement of Net Position shows the financial position, the Statement of Revenues, Expenses
and Changes in Fund Net Position shows the changes in net position. As can be seen in the table below,
the System had a decrease in net position of $(31,097).

A summary of the Statement of Revenues, Expenses and Changes in Fund Net Position is presented in the
table below.

City of Nashville Water and Sewer System
Condensed Statement of Revenues, Expenses and Changes in Fund Net Position

Dollar Percent

2023 2022 Change Change
Water, sewer & other service charges fees $ 3,053,644 § 3238441 $  (184,797) -5.71%
Total Operating Revenues 3,053,644 3,238,441 (184,797) -5.71%
Depreciation expense 629,836 619457 10,379 1.68%
Other operating expenses 2,428,349 2,431,769 (3.,420) -0.14%
Total Operating Expenses 3,058,185 3,051,226 6,959 0.23%
Operating income (loss) (4,541) 187,215 (191,756) -102.43%
Nonoperating revenues 131,333 43,644 87,689 200.92%
Nonoperating expenses (266,213) (283,185) (16,972) -5.99%
Income (loss) before contributions & transfers (139,421) (52,326) (87,095) -166.45%
Operating transfers in (out), net 108,324 37,350 70,974 190.02%
Increase (Decrease) Change in Net Position (31,097) (14,976) (16,121) -107.65%
Net Position - Beginning of Year 7,184,261 7,199,237 (14.976) -0.21%
Net Position - End of Year $ 7,153,164 $ 7184261 $ (31,097) -0.43%




CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2023

Capital Assets and Long-Term Debt

Capital Assets

The cost of property, plant and equipment, net of accumulated depreciation as of December 31, 2023 was
$15,098,186. Capital assets additions during the current fiscal year totaled $94,899. More detailed
information about capital assets is presented in Note 6 to the financial statements.

Long-Term Debt

At year-end the System had $9,619,028 of bonds and notes outstanding which is a net decrease of
$(397,185) from the previous year. More detailed information about long-term liabilities is presented in
Notes 7 of the financial statements.

Economic Factors and Next Year’s Budgets

Water usage continues to trend upward in 2024, The water and wastewater plants are in compliance at this
time. We have projects in the design phase for both the water and wastewater plants. Construction should
begin in late 2024. The westside booster pump project is complete. The booster pump station is in
operation,

The City of Nashville will be upgrading the water plant output capacity from 6MGD (million gallons per
day) to 10MGD. This project will include an upgrade to the river pump station as well as the water plant.
Additionally, the City is will be adding an elevated water tank to the distribution system. This upgrade
will meet higher demands for Tyson Foods and Nashville Rural Water.

Water rates were approved by the Council to be increased in January 2024. The increase is due to
requirements from Arkansas Natural Resource Commission for a loan that the City has applied for in
order fund the upgrade to the water system to meet demands of Nashville Rural Water and Tyson. The
approved increase in rates will only affect Nashville Rural Water and Tyson Foods.

Requests for Information

This financial report is designed to provide a general overview of the System’s finances and to
demonstrate the System’s accountability. If you have questions regarding this report or need additional
information, contact the System at 426 North Main, Nashville, Arkansas, 71852, The phone number for
the System is (870) 845-7400.
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CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM ENTERPRISE FUND
STATEMENT OF NET POSITION
DECEMBER 31, 2023

Current Assets - Unrestricted
Cash and cash equivalents
Certificates of deposit
Receivables, net of allowance for uncollectible accounts
Water and sewer customers
Due from other funds
Inventories of materials and supplies
Total Current Assets - Unrestricted

Restricted Assets
Cash and cash equivalents
Certificates of deposit
Total Restricted Assets

Property, Plant and Equipment
Property, plant and equipment, net of accumulated depreciation

Other Assets
Miscellaneous assets

Total Assets

Deferred Outflows of Resources
Deferred Outflows Related to APERS

Current Liabilities (payable from current assets)
Accounts payable
Accrued payroll and other liabilities
Due to other funds
Current portion of long-term debt
Total Current Liabilities (payable from current assets)

Current Liabilities (payable from restricted assets)
Customer deposits
Accrued interest payable
Total Current Liabilities (payable from restricted assets)

Long-Term Liabilities
Notes and bonds payable, net of unamortized discount
Net Pension Liability Related to APERS
Total Long-Term Liabilities

Total Liabilities

Deferred Inflows of Resources
Deferred Inflows Related to APERS

Net Position
Net Investment in Capital Assets
Restricted for Capital Maintenance and Acquisition
Restricted for Debt Service
Unrestricted

Total Net Position

The accompanying notes are an integral part of these stalements.

139,274
802,307

403,845
2,931
42,138

1,390,495

508,057
677,054

1,185,111

15,098,186

1,197

17,674,989

263,292

2,392
159,992
4,084
407,994

574,462

156,008
25,270

181,278

9,211,034
791,695

10,002,729

10,758,469

26,648

5,479,158
418,224
585,609
670,173

7,153,164




CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
FOR THE YEAR ENDED DECEMBER 31, 2023

Operating Revenues

Water revenues $ 2,324,525
Sewer revenues 672,517
Other service charges and fees 56,602
Total Operating Revenues 3,053,644
Operating Expenses
Salaries and wages 629,852
Depreciation expense 629,836
Materials and supplies 101,189
Purification 533,685
Utilities 344,927
Telephone and internet 21,992
Repairs and maintenance 316,575
Employees health insurance 119,477
Employees retirement benefits 89,671
Employees retirement benefits - change in net pension liability (36,409)
Payroll taxes 45,973
Workers compensation 6,342
Insurance - other 31,797
Professional services and engineering fees 31,875
Gas and oil 25,057
Computer expenses 6,333
Testing, monitoring and fees 46,256
Other operating expenses 113,757
Total Operating Expenses 3,058,185
Operating Income (Loss) (4,541)
Non-Operating Revenues (Expenses)
Interest revenue 36,434
Capital grant revenue 94,899
Bond and note interest expense and fees (266,213)
Total Non-Operating Revenues (Expenses) (134,880)
Income (loss) before contributions and transfers (139,421)
Transfers in (out) to/ from other funds, net 108,324
Change in Net Position - Increase (Decrease) (31,097)
Net Position - Beginning of Year 7,184,261
Net Position - End of Year $ 7,153,164

The accompanying notes are an integral part of these statements.



CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2023

Cash Flows from Operating Activities:

Cash received from providing services $ 3,033,460

Cash paid to employees (645,541)

Cash paid to suppliers (1,829,571)
Cash Provided (Used) by Operating Activities 558,348

Cash Flows from Noncapital Financing Activities:
Transfer in (out) to / from other funds 108,324
Cash Provided (Used) by Noncapital Financing Activities 108,324

Cash Flows from Capital and Related Financing Activities:

Acquisition of capital assets (94,899)
Capital grant revenue 94,899
Bonds and notes principal payments (397,185)
Bond and loan interest expense and fees (267,798)
Cash Provided (Used) by Capital and Related Financing Activities (664,983)
Cash Flows from Investing Activities:
Interest income 36,434
Reinvested in investment - certificates of deposit (25,167)
Cash Provided (Used) by Investing Activities 11,267
Increase (Decrease) in Cash and Cash Equivalents 12,956
Cash and Cash Equivalents at Beginning of Year 634,375
Cash and Cash Equivalents at End of Year b 647,331

Cash Flows from Operating Activities:
Operating income (loss) 3 (4,541)
Adjustments to reconcile operating income to
net cash provided by operating activities:

Depreciation expense 629,836
Changes in assets & deferred outflows & liabilities & deferred inflows:
Decrease (increase) in receivables (20,184)
Decrease (increase) in inventory 6,470
Increase (decrease) in accounts payable - trade (39,616)
Increase (decrease) in accrued payroll and other liabilities 20,720
Increase (decrease) in due to other funds (1
Increase (decrease) in customer deposits liability 2,073
Increase (decrease) in outflows, inflows and liabilities APERS (36,409)
Cash Provided (Used) by Operating Activities 3 558,348

The accompanying notes are an integral part of these statements.
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CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM ENTERPRISE FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

Note 1 — Summary of Accounting Policies

The City of Nashville, Arkansas is a municipality duly incorporated under the laws of the State of Arkansas and
located in Howard County, Arkansas, The city operates under a council-mayor form of government and provides the
following services: public safety (police and fire), highways and streets, water utility service, sanitation, culture-
recreation, public improvements, planning and zoning, and general administrative services.

The financial statements presented herein include only the funds and accounts relevant to operation of the City of
Nashville, Arkansas Water and Sewer System Enterprise Fund (System). They are not intended to present fairly the
financial position and results of operations of the City of Nashville, Arkansas, as a whole entity.

The accounting and reporting policies of the Water and Sewer System Enterprise Fund relating to the fund included in
the accompanying financial statements conform to accounting principles generally accepted in the United States of
America applicable to state and local governments. Generally accepted accounting principles for local governments
include those principles prescribed by the Governmental Accounting Standards Board (GASB), the American Institute
of Certified Public Accountants in the publication entitled Audits of State and Local Governmental Units and by the
Financial Accounting Standards Board (when applicable).

The more significant accounting policies of the System are described below.
Basis of Presentation

The Statement of Net Position and Statement of Revenues, Expenses and Changes in Fund Net Position display
information about only the Water and Sewer System Enterprise Fund. The accounts of the System are organized on
the basis of funds, each of which is considered to be a separate accounting entity. The transactions of each fund are
summarized by providing a separate set of self-balancing accounts which include its assets, liabilities, fund equity,
revenues and expenses. The various funds are combined in the financial statements in this report as one fund type, a
proprietary fund.

Proprietary Fund Type

Proprietary Funds are accounted for on a flow of economic resources measurement focus. The accounting objectives
are a determination of net income, financial position and changes in cash flow. All assets and liabilities associated
with a Proprietary Fund’s activities are included on its balance sheet. The following is the System’s Proprietary Fund
type:

Enterprise Fund - The Enterprise Fund is used for activities which are financed and operated in a manner similar to
private business enterprise where the intent of the governing body is that the costs (expenses, including depreciation)
of providing goods and services to the general public on a continuing basis be financed or recovered primarily through
user charges, or where the governing body has decided that periodic determination of revenues earned, expenses
incurred, or net income is appropriate for capital maintenance, public policy, management control, accountability or
other purposes. The Water and Sewer System Enterprise Fund is operated as a self-sustaining utility of the City of
Nashville, Arkansas.

Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the financial
statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus
applied.

An enterprise fund is accounted for using the accrual basis of accounting. Revenues are recognized when they are
earned, and expenses are recognized when they are incurred. Unbilled water and sewer utility service receivables are
recorded at year-end.

11



CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM ENTERPRISE FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating revenue and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenue of our proprietary funds relates to
charges to customers for sales and services. The Water and Sewer System Enterprise Fund also recognizes the portion
of tap fees intended to recover current costs (e.g. labor and materials to hook up new customers) as operating revenue,
Operating expenses for proprietary funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenue and expenses not meeting this definition are reported as nonoperating
revenue and expenses.

Budgets and Budgetary Accounting
The System follows Arkansas Statutes in establishing the budgetary data reflected in the financial statements:

Prior to the December meeting of the City Council, the Mayor, City Clerk and City Business Manager prepare the
proposed budget for the following year, At the December meeting of the City Council, the respective budgets are
discussed. If there are no amendments or changes requiring additional attention, the proposed budgets are ratified to
facilitate the distribution of the budgets to the various regulatory agencies.

The City Council is authorized to transfer budgeted amounts between departments within any fund. Any revision that
alters the total expenditures of any fund may be approved by the City council except, (1) that tax levies for specific
purposes may not be diverted to another purpose, (2) appropriated funds may not be diverted where any creditor
would be prejudiced thereby, and (3) water and sewer revenue may not be diverted where it is in violation of the debt
agreements.

Formal budgetary integration is employed as a management control device for the Water and Sewer Enterprise Fund.
Although state law requires that annual budgets be adopted for proprietary funds, there is no state requirement to
report budget versus actual data.

Statement of Cash Flows

For purposes of the statement of cash flows, the System considers all highly liquid debt instruments purchased with an
original maturity of three months or less to be cash equivalents.

Restricted Assets

Restricted assets are assets whose use is subject to constraints that are either (a) externally imposed by grantors,
contributors, or laws or regulations of other governments or (b) imposed by law through constitutional provisions or
enabling legislation. When both restricted and unrestricted resources are available for use, it is the System’s policy to
use restricted resources first and then unrestricted resources as they are needed.

Fair Values of Financial Instruments
The System estimates that the fair value of all financial instruments at December 31, 2023 does not differ materially
from the aggregate carrying values of its financial instruments recorded in the accompanying statement of financial

position, The carrying amounts approximate fair values because of the short maturities of those instruments,

Bad Debt Expense

The System uses the allowance method of recognizing uncollectible accounts. The estimated amount is based on
receivables written off in prior years.

12



CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM ENTERPRISE FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023

Inventories

Inventories are valued at lower of cost or market, using the first-in, first—out method. Materials and supplies are
considered as expenses when purchased. Significant inventory amounts are recorded at year end.

Bond Issuance Costs and Bond Discount Amortization

Bond issuance costs are expensed in the year the bonds are issued. Bond discount amortization on the revenue bonds
are capitalized and amortized over the term of the bond issue using the bonds interest method. The bond discount is
accounted for as an adjustment of interest yield, The discount is offset against the related debt and amortized to debt
interest expense.

Property, Plant and Equipment

All property, plant and equipment are valued at historical cost or estimated historical cost if actual historical cost is
not available. Donated property, plant and equipment are valued at their estimated fair value on the date donated.
Repairs and maintenance are recorded as expenses, Renewals and betterments are capitalized.

Depreciation is provided in the enterprise fund in amounts sufficient to relate the cost of depreciable assets to
operations over their estimated service lives on the straight-line basis. The service lives by type of asset are as
follows:

Asset Type Useful Lives
Treatment plant and reservoirs 50 years
Mains and hydrants 50 years
Meters 7-15 years
Office fumiture and equipment 5-10 years
Sewer collectors, inspectors and outfalls 50 years
Sewer plant 50 years
Sewer additions 25-50 years
‘Water lines and transmissions 50 years

Compensated Absences

The System’s policy is to pay employees (other than uniformed police) for unused sick leave upon retirement or
resignation provided the employee has accumulated at least sixty days leave. The System limits payments to a
maximum of ninety days. Accumulated sick leave is paid at the employee’s regular rate of pay at the time of
separation from service. The System uses the vesting method to calculate the sick leave liability. Employees are not
allowed to accumulate vacation past the anniversary date of employment. The Council Members voted to amend the
policy on December 18, 2012. The amended policy eliminates the cash-out option. This amended policy is effective
for all new hires. Any unused vacation pay at year-end is recorded as a current liability. The balance of unused leave
as of December 31, 2023 is $108,467.

Equity Classifications

Net position represents the difference between assets and liabilities. The System reports three categories of net
position, as follows:

Net investment in capital assets — consists of net capital assets reduced by the outstanding balances of any
related debt obligations attributable to the acquisition, construction, or improvement of those assets.

Restricted net position — net position is considered restricted if their use is constrained to a particular

purpose. Restrictions are imposed by external organizations such as federal or state laws or buyers of the
System's bonds. Restricted net position is reduced by liabilities related to the restricted assets.
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Unrestricted net position — consists of all other net position that does not meet the definition of the above
two components and is available for general use by the System.

When an expense is incurred for purposes for which both restricted and unrestricted net position are available,
management applies unrestricted net position first, unless a determination is made to use restricted net position. The
System’s policy concerning which to apply first varies with the intended use and legal requirements. Management
typically makes this decision on a transactional basis at the incurrence of the expenditure.

Pensions

In the proprietary fund types in the fund financial statement, for purposes of measuring the net pension liability,
deferred outflows of resources and deferred inflows of resources related to pensions, and pension expense,
information about the Fiduciary Net Position of the Arkansas Public Employees Retirement System (APERS) and
additions to/deductions from APERS’s Fiduciary Net Position have been determined on the same basis as they are
reported by APERS. For this purpose, plan contributions are recognized in the period that compensation is reported
for the employee, which is when contributions are legally due. Benefit payments and refunds are recognized when due
and payable in accordance with the benefit terms.

GASB Statement 68, dccounting and Financial Reporting for Pensions, issued June 2012 was adopted for the year
ending December 31, 2015. The System participates in the Arkansas Public Employees Retirement System (APERS).
This Statement establishes standards of accounting and financial reporting for defined benefit pensions and defined
contribution pensions provided to the employees of state and local governmental employers through pension plans that
are administered through trusts or equivalent arrangements (hereafter jointly referred to as trusts) in which:

a. Contributions from employers and nonemployer contributing entities to the pension plan and earnings on those
contributions are irrevocable.

b. Pension plan assets are dedicated to providing pensions to plan members in accordance with the benefit terms.

c. Pension plan assets are legally protected from the creditors of employers, nonemployer contributing entities, and the
pension plan administrator. If the plan is a defined benefit pension plan, plan assets also are legally protected from
creditors of the plan members.

GASB Statement 68 requires the employer to report the net pension asset or liability, pension expense, and related
deferred inflows and outflows of resources associated with providing retirement benefits to their employees and
former employees in their basic financial statements. GASB 68 is allocated by percentage of contributions to APERS.
The percentage for fiscal year 2023 is 27.02%. This statement required governmental entities to record the net pension
asset or liability and the related outflows and inflows retroactively.

Other Postemployment Benefits

GASE Statement 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, issued
June 2015 was adopted for the year ending December 31, 2018. The scope of this Statement addresses accounting and
financial reporting for OPEB that is provided to the employees of state and local governmental employers. This
Statement establishes standards for recognizing and measuring liabilities, deferred outflows of resources, deferred

inflows of resources, and expense/expenditures, The System does not offer Other Postemployment Benefits; these
amounts are not recorded in the financial statements,

Income Taxes

The System is a political subdivision of the State of Arkansas and is exempt for income taxes.
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Use of Estimates

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

Certain Disclosures Related to Debt
GASB Statement 88, Certain Disclosure Related to Debt, Including Direct Borrowing and Placements

The primary objective of this statement is to improve the information that is disclosed in the notes to the government
financial statements related to debt, including direct borrowings and direct placements. It also clarifies which
liabilities governments should include when disclosing information related to debt.

This statement defines debt for purposes of disclosure in notes to financial statements as a liability that arises from a
contractual obligation to pay cash (or other assets that may be used in lieu of cash) in one or more payments to settle
an amount that is fixed at the date the contractual obligation is established. This statement requires that additional
essential information related to debt be disclosed in notes to the financial statements, including unused lines of credit;
assets pledged as collateral for the debt; and terms specified in debt agreements related to significant events of default
with financial-related consequences, significant termination events with finance-related consequences and significant
subjective acceleration clauses.

For notes to the financial statements related to debt, this Statement also requires existing and additional information be
provided for direct borrowings and direct placements of debt separately from other debt.

Note 2 — New Accounting Pronouncements

The City implemented Governmental Accounting Standards Board (GASB) Number 96 "Subscription-Based
Information Technology Arrangements (SBITAs)”. GASB Statement No. 96 requires recognition of certain right-to-
use subscription assets and liabilities for SBITAs in the financial statements, The City did not have any material
SBITAs individually or in the aggregate for the fiscal year.

Note 3 — Deposits and Investments

System Policies and Legal and Contractual Provisions Governing Deposits

State law generally requires that municipal funds be deposited in federally insured banks located in the State of
Arkansas. The municipal deposits may be in the form of checking accounts, savings accounts, and time deposits.
Public funds may be invested in eligible investment securities having a maturity of no longer than 5 years from the
data of acquisition unless, as documented at the time of acquisition, the investment is to fund or support a specific
purpose and there are no expectations that the investment will be sold before maturity; an Arkansas bank certificate of
deposit; an account established by a local government joint investment trust; or an Arkansas financial institution
repurchase agreement for eligible investment securities in which the seller agrees to repurchase the investment at a
price including interest earned during the holding period as determined by the repurchase agreement.

The System had cash in checking, savings, and time deposits as of December 31, 2023,

Custodial Credit Risk for Deposits - To limit the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of investment or collateral securities that are in
possession of an outside party the System requires counterparties to register the securities in the name of the System

and hand them over to the System or its designated agent. This includes securities in securities lending transactions.

All of the securities are in the System's name and held by the System or its agent.
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The City’s cash deposits at December 31, 2023 were entirely covered by FDIC insurance or by pledged collateral held

by the System’s agent bank in the System’s name. The System’s cash deposits were collateralized during the year
ended December 31, 2023,

As of December 31, 2023, the Nashville Water Sewer Enterprise Fund had the following investments:

Amortized
Investment Type Cost
Certificates of Deposit 802,307
Total Inves tments 802,307

Note 4 — Restricted Accounts

The System has established restricted accounts for four reasons — to satisfy certain covenants in debt agreements, to
comply with the City Council’s desire to create reserves for future capital asset replacement, future debt requirements
and for customer meter deposits, The debt covenants require the creation of accounts (separate from the System’s
operating bank accounts) for the purpose of debt service and asset replacement. The covenants define the manner of
account accumulation and allowable expenditures from the reserved accounts. Restricted accounts at December 31,
2023 are as follows:

Balance
12/31/2023
Customer Meter Deposits $ 156,008
Capital Acquisition Reserves 123,854
Bond Depreciation Reserves 294,370
Bond Debt Reserves, Series 1996A 100,565
Bond Debt Reserves, Series 2003 206,020
Bond Debt Reserves, USDA Loan 239,800
Bond Payment Fund, Series 2003 46,469
Bond Payment Fund, Series 2019B 7,240
Bond Payment Fund, ADFA 2020 10,785

Total Restricted Cash, Cash Equivalents and Certificates of Deposit $§ 1,185,111

Note 5 — Receivables. Water and Sewer Customers

The System reads water meters at various times during the month and issues bills at the end of the month. As a result,
a portion of water and sewer service has not been billed as of December 31, 2023.

Water and Sewer customer receivables, net of allowance for uncollectible accounts, at December 31, 2023 consist of
the following:

Balance
12/31/2023
Billed but unpaid $ 259,732
Eamned but unbilled and unpaid 144,113
$ 403,845

The balance of allowance for uncollectible accounts at December 31, 2023 is $49,771.
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Note 6 — Property, Plant and Equipment

The following is a summary of property, plant and equipment for the years ended December 31, 2023:

Balance Balance
January 1, Disposals / December 31,
2023 Additions Reclassifications 2023
Sewer system b 11,079,246 $ - $ - $ 11,079,246
Water system 14,858,818 - - 14,858,818
Furniture and equipment 223,309 - - 223,309
Sewer pond 1,052,871 - - 1,052,871
Vehicles 298,523 - - 298,523
Buildings 431,019 - . 431,019
Real estate 147,290 - - 147,290
Construction in progress 38,350 04,899 - 133,249
Total at cost 28,129,426 04,899 - 28,224,325
Less accumulated
depreciation/amortization (12,496,303) (629,836) - (13,126,139)

Total capital assets, net $ 15,633,123 $ (534,937) % - $ 15,098,186

On January 26, 2023 the System entered into a construction contract in the amount of $275,435. In fiscal year 2022,
the System began improvements to the water system on the west side. As of December 31, 2022, the System has paid
engineering costs of $38,350. In fiscal year 2023, the System incurred additional construction costs of $94,899 related
to the contract. Total construction in progress as of December 31, 2023 is $133,249 and is estimated to be completed
in April 2024,

Depreciation expense totaled $629,836 for the year ended December 31, 2023,

Note 7 — Bonds and Notes Pavable

The 2003 Soil and Water, 2019 ANRC, 2020 ANRC, and USDA debt issues are payable solely from net revenues of
the Water and Sewer System. Each bond issue contains an option allowing bonds to be called in inverse numerical
order for redemption prior to maturity. These issues also contain covenants that must be met prior to the issuance of
any other revenue bonds on parity with those then outstanding. The System has restricted assets and made the required
debt payments to be in compliance with the debt covenants as of and for the year ended December 31, 2023,

Changes in bonds and notes payable:

2003 ANRC USDA ANRC ANRC
Soil & Water Note Loan Note Note
Original Balance $ 5,000,000 $ 403,374 $ 6,870,000 § 175,100 § 1,100,000
Maturity date 2035 2031 2052 2037 2041
Range of interest rates 2.50% 0.00% 2.75% 2.00% 0.75%
Range of servicing fee 1.00% 0.50% 0.00% 0.00% 1.00%
Balance at 12/31/23 $ 2,543,165 $ 302,539 % 5,688,223 $§ 94,654 § 990,447
Payment dates April/Oct April/Oct Monthly Annual April/Oct
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The System had following debt outstanding from direct borrowing as of December 31, 2023:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Long-term liabilities:

Bonds Payable 2003 Soil & Water b 2,720,032 = $ (176,867) § 2,543,165 b 183,111
ANRC Note 343,024 - (40,485) 302,539 40,688
USDA Loan 5,817,590 - (129,367) 5,688,223 132,520
'ANRC Note 100,463 - (5,809) 94,654 5,925
ANRC Note 1,035,104 8§ : (44,657T) 990,447 45,750
Total $ 10016213 § - $  (397,185) $ 9619028 $ 407,99

Interest and fees expensed on bonds and notes payable totaled $266,213 for the year ended December 31, 2023,

Payment requirements for the next five years and thereafter for all bonds and notes outstanding as of December 31,
2023 are as follows:

Year Ended Principal Interest & Fees Total
2024 b 407,994 % 263,116 § 671,110
2025 420,058 251,397 671,455
2026 432,063 239,746 671,809
2027 444,443 227,730 672,173
2028 456,817 215,729 672,546
2029-2033 2,371,975 877,657 3,255,632
2034-2038 1,654,666 559,320 2,213,986
2039-2043 1,229,851 382,406 1,612,257
2044-2048 1,216,823 221,797 1,438,620
2049-2052 078,338 50,034 1,028,372

Total $ 9619028 $ 3288932 $§ 12907960

Note 8 — Net Position

Net position net investment in capital assets represents the total of property, plant and equipment, net of accumulated
depreciation, net of accumulated amortization less the long- term portion of long-term debt. Net position restricted for
debt service represents restricted assets that have been restricted by bond covenants less the current portion of long-
term debt and less accrued interest payable. Net position restricted for capital maintenance and acquisition represents

restricted assets that have been restricted by bond or note covenants. Unrestricted net position is the remaining balance
after restricted net positions are segregated.
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Note 9 — Interfund Accounts and Transfers

Interfund receivables and payables were as follows:

Balance
12/31/2023

Interfund Interfund
Interfund Balances Receivable Payables
Due from General Fund $ 85 $ -
Due to Street Fund - 4,084
Due to Sanitation Fund 2,839 -
Due from Meter Fund 7 -

$ 2,931 $ 4,084

The interfund balances between the General Fund and the Water Sewer Fund at December 31, 2023 were primarily
prior year transactions not cleared during the current year and will be repaid currently.

Interfund transfers were as follows:

Balance
12/31/2023
Interfund Interfund
Interfund Transfers Transfer-In Transfer-Out Net
Transfer from / out to Franchise Fund 108,324 - 108,324
$ 108324 % - $ 108,324

The Franchise Fund transferred funds in for water and sewer cash flow.

Note 10 — Retirement Pension Plan

Plan Description: The City of Nashville, Arkansas elected to participate in Arkansas Public Employees Retirement
System (APERS). APERS is a cost sharing, multiple employer defined benefit pension plan established by authority
of the Arkansas General Assembly with the passage of Act 177 of 1957 to provide retirement benefits for eligible
employees and elected officials of state and local government entities in Arkansas. The City participated in the non-
confributory retirement plan where only employers confribute. Act 2084, enacted by the 2005 General Assembly,
directed APERS to establish a new contributory retirement provision that became effective July 1, 2005. All covered
employees first hired on or after July 1, 2005, contribute 5% of their salary to the plan. Beginning July 1, 2022, the
member contribution rate will increase in increments of 0.25% per year until it reaches a maximum 7%. Employees
hired before June 30, 2005, who were in the non-contributory system, were given the option fo join the new
confributory system by December 31, 2005, Non-contributory members who did not join the new contributory
program remain non-contributory members.

Pension Plan Fiduciary Net Position: The actuarial accrued liability at June 30, 2023, for the APERS, as a whole was
$13,209 million. The APERS actuarial value of assets was $10,295 million leaving unfunded actuarial accrued
liability of $2,914 million. The actuarial accrued liability at June 30, 2022, for the APERS, as a whole was $12,430
million. The APERS actuarial value of assets was $9,734 million leaving unfunded actuarial accrued liability of
$2,696 million. APERS issues a publicly available financial report that includes financial statements and required
supplementary information for the defined benefit pension plan. That report may be obtained by writing to the
APERS, One Union National Plaza, Suite 400, 124 West Capitol, Little Rock, Arkansas 72201-1070.
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Benefits Provided: Generally, municipal employees who are hired to work more than 90 consecutive calendar days in
a fiscal year and who work at least 80 hours per month must be enrolled and reported to APERS. Members are eligible
for full benefits (a) after either 65 with 5 years of service or (b) 28 years of actual service, regardless of age. The
normal retirement benefit amount, paid on a monthly basis, is determined by the member’s final average salary and
the number of years of service. A member may retire with a reduced benefit after age 55 with 5 years of service; or
any age with 25 years of actual service, but less than 28 years of actual service. APERS also provide disability and
survivor benefits.

Contributions: Contribution provisions applicable to the participating employers are established by the APERS Board
of Trustees and shall be based on the actuary’s determination of the rate required to fund the Plan. The employees
were enrolled as non-contributory members prior to June 30, 2005. For the valuation date June 30, 2023, the actuary
used the entry age normal actuarial cost method and the level percentage of payroll, closed amortization method with
a 23-year remaining amortization period. The asset valuation method used was the 4-year smooth market with 25%
corridor. These were the actuarial assumptions: investment rate of return 7.15%; projected salary increases 3.25% to
9.85%; wage inflation rate 3.25% and price inflation of 2.5%.

The municipalities contributed 15.32% of employees’ earnings for the annual period beginning July 1, 2022 through
June 30, 2023. The municipalities contributed 15.32% of employees’ earnings for the annual period beginning July 1,
2021 through June 30, 2022, The contribution rate is set by the Legislature and is subject to change. All covered
employees first hired on or after July 1, 2005, contributed 5.25% of their salary to the plan through June 30, 2023 then
5.50% of their salary to the plan through December 31, 2023. Employees hired before June 30, 2005 remained non-
contributory members.

During the year ended December 31, 2023, the System contributed $89,671, which represents 15.32% of covered
employees’ earnings totaling $585,322, Covered employees first hired on or after July 1, 2005 contributed $31,446
which represented 5.25% of their salary from January 1, 2023 through June 30, 2023 and 5.50% of their salary from
July 1, 2023 through December 31, 2023, to the plan. During the year ended December 31, 2022, the System
contributed $91,428, which represents 15.32% of covered employees’ earnings totaling $596,791. Covered employees
first hired on or after July 1, 2005 contributed $30,599, which represented 5.00% of their salary from January 1, 2022
through June 30, 2022 and 5.25% of their salary from July 1, 2022 through December 31, 2022, to the plan.

Single 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 projected of cash
flows used to determine this single discount rate assumed the plan member contributions will be made at the current
contribution rate and employer contributions will be made at rates equal to the difference between actually determined
confribution rates and the member rate. Based on these assumptions, the pension’s 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.

Discount Rate Sensitivity Analysis. Regarding the sensitivity of the net pension liability to changes in the single
discount rate, the following represents the plan’s net pension liability, calculated using a single discount rate of 7.00%,
as well as what the plan’s net pension liability would be if the discount rate used was 1% less than and 1% greater
than the discount rate that was used (7.00%) in measuring the Net Pension Liability as of June 30, 2023,

1% Decrease in Current Discount 1% Increase in
Discount Rate (6.00%) Rate (7.00%) Discount Rate (8.00%)
System's proportionate share ofthe
net pension liability 1,261,891 791,695 404,299
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Long-Term Expected Return on Plan Assets. The long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimates ranges of expected future real rates of retum
(expected returns, net of pension plan investment expense and inflation) are developed for each major asset class,
These ranges are combined to produce the long-term expected rate of return by weighting the expected future real
rates of return for the 10-year period from 2023 to 2032 were based upon capital market assumptions provided by
plan’s investment consultant(s).

The current asset allocation for each major class that is included in the pensions plan as of June 30, 2023 is
summarized in the following table:

Long-Term Expected
Asset Allocation Target Real Rate of Return
Broad Domestic Equity 37% 6.19%
Intemnational Equity 24% 6.77%
Real Assets 16% 3.34%
Absolute Retum 5% 3.36%
Domestic Fixed 18% 1.79%
Total 100%
Total Real Rate of Return 4.94%
Plus: Price Inflation - Actuary's Assumption 2.50%
Net Expected Retumn 7.44%

Long-Term Municipal Bond Rate. The long-term municipal bond rate used was 3.86%. Source: Fixed-income
municipal bonds with 20 years to maturity that include only federally tax-exempt municipal bonds as reported in
Fidelity’s Index “20 Year Municipal GO AA Index” as of June 30, 2023. In describing this index, Fidelity notes that
the municipal curves are constructed using option-adjusted analytics of a diverse population of over 10,000 tax-
exempt securities.

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

At December 31, 2023, the System reported a pension liability of $791,695 for its proportionate share of the APERS's
net pension liability, The net pension liability 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. The employer's proportion
of the net pension liability was based on the employer's contributions to the pension plan relative to the contributions
of all employers to the plan for the period July 1, 2022 thru June 30, 2023. Actual employer contributions totaled
$92,247 for the measurement period ended June 30, 2023.

At June 30, 2023 the System’s employer's proportion of the collective net pension liability was 0.02716695%.

There were no changes of benefit terms that affected measurement of the total pension liability during the
measurement period.

There was no change in employer contribution requirements that occurred after the measurement date of the net
pension liability and the employer's reporting date. The contribution rate for employers continued at 15.32% for the
annual period beginning July 1, 2023 through June 30, 2024,

For the year ended December 31, 2023, the System recognized pension expense of $53,262. The pension
contributions paid to APERS subsequent to the measurement date of June 30, 2023 are reported as deferred charges of
$43,943,
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At December 31, 2023, the System reported its proportionate share of the APERS's deferred outflows of resources
and deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows Inflows
of Resources | of Resources
Differences between expected and actual economic experience $ 44,690 | $ (4,349)
Difference between projected and actual investment earnings 98,538
Changes in actuarial assumptions 37,219
Changes in proportion and difference between the employer's
contributions and the proportionate share of contributions 38,902 (22,299)
Net amount at measurement date June 30, 2023 219,349 (26,648)
Contributions paid to APERS subsequent to the measurement date
(to be calculated by employer) 43,943
Total $ 263292 [$  (26,648)

In accordance with GASB Statement No. 68, the recognition period for outflows (inflows) of resources from the net
difference between projected and actual earnings on the pension plan investments was 5 years. All other deferred
outflows (inflows) of resources related to pensions were amortized over the average of the expected remaining service
lives of all employees that are provided with pensions through the pension plan. For fiscal year 2019, this was 4.1431
years; for fiscal year 2020, it was 4.0486 years; for fiscal year 2021, it was 3.9676 years; for fiscal year 2022, it was
3.7989; and for fiscal year 2023, it was 3.7241.

Note 11 - Risk Financing and Related Insurance Issues

In the normal course of operations, the System is exposed to risks of loss from a number of sources including fire and
casualty losses, errors or omissions by board members and employees, and injuries to employees during the course of
performing their duties, The System attempts to cover these losses by the purchase of insurance. Significant losses are
covered by commercial insurance for property and liability programs. For insured programs, there have been no
significant reductions in insurance coverage. Settlement amounts have not exceeded insurance coverage for the
current year or the three prior years.

Note 12 — Major Customers

The System has two major customers — Tyson Foods and Nashville Rural Water Public Authority of the State of
Arkansas (NRWPA) (discussed in Note 15). At December 31, 2023, Tyson Foods and NRWPA owed the System
approximately $59,043 and $9,040, respectively for water and sewer services. This represents 23% and 3%,
respectively, of the total $259,732 billed receivables discussed in Note 5. Approximately the same percentage exists
for the unbilled receivables discussed in Note 5. For the year ended December 31, 2023, the System billed Tyson
Foods and NRWPA $703,291 and $140,751, respectively for water and sewer services. This represents approximately
23% and 5%, respectively of the total $2,997,042 water, sewer and other service charges and fees operating revenues
for the year ended December 31, 2023.

Note 13 — Credit Rislk
The System provides water and sewer services to the residents and commercial entities of the City of Nashville,

Arkansas, and is funded by user charges for these services, The System’s ability to meet its obligations is dependent
upon economic conditions in the surrounding area.
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Note 14 — Compliance with Laws and Regulations

The management of the City of Nashville, Arkansas Water and Sewer System Enterprise Fund is responsible for the
System’s compliance with state laws and regulations. Management believes the City of Nashville Water and Sewer
System complied, in all material respects, with the applicable provisions of Arkansas Statute annotated 14-58-101,
and the Municipal Water and Sewer Department Accounting Law,

Note 15 — Commitments and Contingencies

Agreement - In 1989, the System entered into an agreement with the former Nashville Rural Water Association —
currently Nashville Rural Water Public Authority of the State of Arkansas (NRWPA) - whereby the city agreed to sell
water to NRWPA, The System warranted that the water would be potable and meet the purity standards established
by the Arkansas Department of Health. The agreement states that the quantity of water sold to NRWPA would not
exceed 20 million gallons per month, The standard water rate in the agreement is stated as $6.10 for the first two
thousand gallons; $1.70 per thousand gallons for the next thirteen thousand gallons; $1.25 per thousand gallons for the
next thirty-five thousand gallons and $0.95 per thousand gallons thereafter. The agreement also provides for a
minimum payment of $3,000 per month after 600 customers have been connected to NRWPA. The contract will
expire in 2029. The contract provides for an annual review of water rates based on the cost of operating the System’s
water system; however, the cost analysis does not include depreciation recognized on the System’s water system. At
December 31, 2023, the rate charged to NRWPA was $12.12 for the first two thousand gallons; $3.16 per thousand for
the next thirteen thousand gallons; $2.39 per thousand for the next thirty-five thousand gallons and $1.94 per thousand
gallons thereafter. These rates are identical with other users of the System.

Grant Programs - The System participates in numerous state and federal grant programs, which are governed by
various rules and regulations of the grantor agencies; therefore, to the extent that the System has not complied with the
rules and regulations governing the grants, refunds of any money received may be required. In the opinion of the
management, there are no significant contingent liabilities relating to compliance with the rules and regulations
govemning the respective grants; therefore, no provision has been recorded in the accompanying financial statements
for such contingencies.

Note 16 — Subsequent Events

In reviewing its financial statements, management has evaluated events subsequent to the balance sheet date through
July 24, 2024, which is the date the financial statements were available to be issued.
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NASHVILLE WATER AND SEWER ENTERPRISE FUND
CITY OF NASHVILLE, ARKANSAS
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
ARKANSAS PUBLIC EMPLOYEES RETIREMENT SYSTEM (APERS)
FOR THE YEAR ENDED DECEMBER 31, 2023

Valuation Date: June 30, 2020 (excluding District Judges)
June 30, 2020 (District Judges)

Methods and assumptions Used to Determine Fiscal Year 2023 Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, Closed (Level Dollar, Closed for District Judges
New Plan and Paid Off Old Plan and District Judges Still Paying Old Plan)

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

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

Inflation 3.25% wage inflation and 2.50% price inflation

Salary Increases 3.25% to 9.85% including inflation (3.25% to 6.96% including inflation for
District Judges)

Investment Rate of Return 7.00%

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

Mortality Based on the RP-2006 Healthy 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.

Other Information:
Notes None
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WILF & HENDERSON, P.C.

CERTIFIED PUBLIC ACCOUNTANTS  Memberof American Institute of Certified Public Accountants
Member of Private Company Practice Section
Member of AICPA Governmental Audit Quality Center

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

Independent Auditor's Report

Honorable Mayor and Members of the City Council
City of Nashville, Arkansas
Water and Sewer System Enterprise Fund
Nashville, Arkansas

Members of the Council:

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 business-type activities of the City of Nashville, Arkansas Water and Sewer System
Enterprise Fund (the System) as of and for the year ended December 31, 2023, and the related notes to the financial statements,
which collectively comprise the System’s basic financial statements, and have issued our report thereon dated July 24, 2024,

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the System’s internal control over financial
reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
System’s internal control. Accordingly, we do not express an opinion on the effectiveness of the System’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. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the System’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,

1810 Galleria Oaks « Texarkana, Texas 75503 « 903.793.5646 « Fax 903.792.7630 « www.wilhen.com
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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.

ik gAolerson 4.0,

WILF & HENDERSON, P.C.
Certified Public Accountants
Texarkana, Texas

July 24, 2024
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CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM ENTERPRISE FUND
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2023

I. Summary of the Auditor's Results:

a. The auditor’s report expresses an unmodified opinion on whether the financial statements of the Nashville Water
Sewer System Enterprise Fund were prepared in accordance with GAAP.

b. No significant deficiencies or material weaknesses relating to the audit of the financial statements are reported in
the report on internal control over financial reporting and on compliance and other matters required by the GAO's
Government Auditing Standards.

¢. No instances of noncompliance material to the financial statements of the Nashville Water Sewer System
Enterprise Fund were disclosed during the audit.

I1. Findings — Financial Statement Audit.

No findings reported.
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CITY OF NASHVILLE, ARKANSAS
WATER AND SEWER SYSTEM ENTERPRISE FUND
SCHEDULE OF STATUS OF PRIOR YEAR FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2023

No prior year audit findings.
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NASHVILLE WATER AND SEWER SYSTEM ENTERPRISE FUND
CITY OF NASHVILLE, ARKANSAS

Miscellaneous Information Required by Loan Agreement with ANRC

For the Year Ended December 31, 2023

UNAUDITED
Current System Water Rates:
2,000 Gallons $12.12
Next 2,001 - 13,000 Gallons $3.16
Next 13,001 -35,000 Gallons $2.39
All over 35,001 Gallons $1.94
Current System Sewer Rates:
First 2,000 Gallons $15.70
Each additional 1,000 Gallons $3.34
Number of Water Users at December 31, 2023 14857
Number of Sewer Users at December 31, 2023 1,804
Annual billable gallons of water for 2023 1,502,486,000
Annual billable gallons of sewer for 2023 127,479,000

Nashville Water and Sewer System maintains insurance coverage as follows:

System has property coverage through Arkansas Public Entities Risk Management Association

System has vehicle coverage through Arkansas Public Entities Risk Management Association

(Senior rate $7.19)
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons

(Senior rate $15.07)
per 1,000 gallons

System has workmen's compensation through Arkansas Public Entities Risk Management Association
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