HELENA-WEST HELENA MUNICIPAL WATER
AND SEWER SYSTEM
FINANCIAL STATEMENTS (AUDITED)
DECEMBER 31, 2020

MEYER & WARD, P.A.
CERTIFIED PUBLIC ACCOUNTANTS
P.O. BOX 1045
WYNNE, AR 72396



HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM

TABLE OF CONTENTS

Independent Auditor’s Report
Management’s Discussion and Analysis
Statement of Net Position

Statement of Revenues, Expenses, and
Changes in Net Position

Statement of Cash Flows

Notes to Financial Statements

Independent Auditors Report on Internal Control
Over Financial Reporting and Other Matters Based
on Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

Schedule of Findings and Responses

Schedule of Budget to Actual Comparison

11

17

10

16

18

19

20



Meyer & Ward, P.A.
Certified Public Accountants
P.O. Box 1045
Wynne, AR 72396

INDEPENDENT AUDITOR’S REPORT

Mayor and City Council
Helena-West Helena Municipal Water and Sewer System
Helena, AR

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Helena-
West Helena Municipal Water and Sewer System as of and for the year ended December 31, 2020
and the related notes to the financial statements, which collectively comprise the basic financial
statements as listed in the table of contents. As discussed in Note A, the financial statements present
only the Helena-West Helena Municipal Water and Sewer System financial statements and are not
intended to present fairly the financial position of the City of Helena-West Helena, Arkansas and the
results of its operation in conformity with generally accepted accounting principles.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement.



An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatements of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our qualified audit opinion.

Basis for Qualified Opinion

As more fully described in Note G to the financial statements, For the year ended December 31, 2020,
the Entity has not determined the cost of its defined benefit pension plan in accordance with
accounting principles generally accepted in the United States of America, which require the cost of
employee pension to be recognized when the accumulated benefit obligation exceeds the fair value
of plan assets. Quantification of the effects of that departure on the financial statements is not
practicable. We also did not observe the taking of the physical inventories at December 31, 2020 since
this date was prior to the time we were engaged as auditors for the Department. We were unable to
satisfy ourselves about inventory quantities by means of other auditing procedures.

Qualified Opinion

In our opinion, except for the effects of the inventory adjustment, if, any, and the matter discussed in
the Basis for Qualifed Opinion paragraph, the financial statements referred to above present fairly, in
all material respects, the respective financial position of the Helena-West Helena Municipal Water
and Sewer System as of December 31, 2020 and respective changes in financial position and, where
applicable, cash flows thereof for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison schedule on pages 4 — 6 and 18 be
presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the
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methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report February 18,
2022, on our consideration of the Helena-West Helena Municipal Water and Sewer System’s internal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the 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 Helena-West Helena Municipal Water and Sewer System’s
internal control over financial reporting and compliance.

M{Bt( é', Lavs

Meyer & Ward, P.A.
Certified Public Accountants
Wynne, Arkansas 72396

February 18, 2022



HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

Within this section of the Helena-West Helena Municipal Water and
Sewer System’s (the Entity) financial report, the Entity’s
management provides narrative discussion and analysis of the
financial activities of the Entity for the year ended December 31,
2020. The Entity’s financial performance is discussed and analyzed
with the context of the accompanying financial statements and
disclosures following this section.

Using this annual report

The annual report consists of a series of financial statements.

The Statement of Net Position and the Statement of Revenues, Expenses
and Changes in Net Position provide information about the Entity as
a whole and present a longer-term view of the Entity’s finances. The
Statement of Cash Flows provides a summary of the changes in cash
and cash equivalents for the year. Information is included in the
Notes to Financial Statements to disclose accounting policies and
additional financial detail amounts shown in the financial
statements. A report on internal control is also included.

Reporting on Helena-West Helena Municipal Water and Sewer System
as a whole

Our analysis of the Entity as a whole follows in the next section.
The Entity operates as business-type activity providing water
utilities to its customers. Its revenues must be sufficient to cover
the cost of operations, payments of indebtedness, and cost of
improvements to the system. One of the most important questions
asked about the Entity’s finances is, “Is the Entity as a whole
better off as a result of this year’s activities?” The Statement of
Net Position and the Statement of Revenues, Expenses, and Changes
in Net Position report information about the Entity as a whole, and
its activities in a way that helps answer this question. These
statements include all assets and liabilities using the accrual basis
of accounting, which is similar to the accounting used by most
private-sector companies. All of the current year’s revenues and
expenses are taken into account regardless of when cash is received
or paid.

These two statements report the Entity’s net position and changes
in net position. You can think of the Entity’s net position (the
difference between assets and liabilities) as one way to measure the
Entity’s financial health, or financial position. Over time,
increases or decreases 1in the net position are one indicator of
whether the financial health is improving, or deteriorating. You
will need to consider other nonfinancial factors, however, such as
the conditions of the water and sewer system, to assess the overall
health of the Entity.



HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Highlights:

DECEMBER 31, 2020

The Helena-West Helena Municipal Water and Sewer System was
formed on January 1, 2017 by the merger of Helena Municipal Water
and Sewer System, and the West Helena Municipal Water Department.
Financial highlights are presented below for 2020 and 2019.

Beginning Net Position

Increase (Decrease) in Net Position

Ending Net Position

2020 2019

$ 10,051,544  $ 10,510,314
280,377 (458,770)

$ 10,331,921  $ 10,051,544

The following table summarizes the net position:

Current assets
Restricted assets
Capital assets
Other assets
Total assets

Current Liabilities
Long-term liabilities
Total liabilities

Net Position
Unrestricted

Invested in capital assets

Total Net Position

2020 2019
1,345,721 $ 1,296,387
1,092,110 1,099,087
12,776,760 11,169,510
345,695 345,695
$ 15,560,286 $ 13,910,679

1,393,439 $ 1,417,710

3,834,926 2,441,422
5,228,365 3,859,132
1,590,651 1,538,590
8,741,270 8,512,954
$ 10,331,921 $ 10,051,544

The following schedule presents a summary of revenues and
expenses for the years ended December 31, 2020 and 2019:

Operating Revenues
Operating Expenses
Operating Income

Other Income (Expenses)

2020 2019

$ 2,587,882 $ 2,117,754
2,396,658 2,326,298
191,224 (208,544)
89,153 (250,226)

$ 280,377 $  (458,770)




HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At year—-end December 31, 2020, the Entity had $ 12,776,760 invested
in capital assets. This represents a net increase of $ 1,670,250
which is the result of depreciation expense recognized of $ 351,339,
and capital asset additions for 2020 of $ 1,958,589.

Debt

At year—end, the Entity had outstanding debt of $ 4,035,490 which
is the result of $ 1,479,616 funds borrowed and loan repayments
of $ 100,682.

ECONOMIC FACTORS AND NEXT YEARS BUDGETS AND RATES

The Entity has a water line improvement project in process at
December 31, 2020. Estimated total costs of the project are
approximately $ 4,200,000. Costs incurred as of December 31, 2020
are $ 4,140,752.

CONTACTING THE AUTHORITY’'S FINANCIAL MANAGEMENT

This financial report 1s designed to provide our customers,
suppliers, and creditors with a general overview of the Entity’s
finances and to show the Entity’s accountability for the money it
receives. If you have questions about this report or need additional
financial information, contact Kevin Smith, mayor, Helena-West
Helena Municipal Water and Sewer System.



HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM

STATEMENT OF NET POSITION
DECEMBER 31, 2020

ASSETS

CURRENT ASSETS
Cash on hand and in banks
Certificates of deposit
Accounts receivable
Unbilled accounts receivable
Prepaid expenses
Inventory

Total Current Assets

RESTRICTED ASSETS
Cash in bank
Certificates of deposit
Total Restricted Assets

NET PROPERTY AND EQUIPMENT

OTHER ASSETS
Note receivable - City of Helena-West Helena

TOTAL ASSETS

$ 58,672
361,847
702,108
118,737

24,604
79,753

1,345,721

191,040
901,070

1,092,110

12,776,760

345,695

$ 15,560,286

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



HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
STATEMENT OF NET POSITION
DECEMBER 31, 2020

LIABILITIES AND NET POSITION

CURRENT LIABILITIES

Accounts payable S 905,775
Current portion of notes payable 200,564
Accrued expenses 30,625
Accrued vacation pay 2,934
Total Current Liabilities 1,139,898

CURRENT LIABILITIES PAYABLE
FROM RESTRICTED ASSETS
Customer meter deposits 253,541

LONG TERM LIABILITIES
Note Payable, net of current portion 3,834,926

NET POSITION

Net investments in capital assets 8,741,270
Unrestricted 1,590,651
10,331,921

TOTAL LIABILITIES AND NET POSITION S 15,560,286

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



HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

DECEMBER 31, 2020

OPERATING REVENUES
Water fees
Sewer fees
Other revenues
Total Operting Revenues

OPERATING EXPENSES
Communications
Dues and fees
Insurance
Miscellaneous
Office supplies
Operating supplies and maintenance
Payroll taxes and fringe
Postage
Professional fees
Salaries
Truck expenses
Uniforms
Utilities
Total Operating Expenses
Income (Loss) from operations

OTHER INCOME AND (EXPENSES)
Depreciation
Interest Expense
Grant Revenues
Interest Income
Net Other Income and (Expense)

Change in Net Position, Increase (Decrease)

NET POSITION - BEGINNING AS PREVIOUSLY REPORTED

Adjust to Correct Understatement of Prior Year Long term Debt
NET POSITION - BEGINNING OF YEAR AS RESTATED

NET POSITION - ENDING

S 1,697,486
861,863
28,533

2,587,882

104,578
6,766
45,087
40,653
41,688
753,766
279,815
18,008
13,745
771,001
20,202
11,156
290,193

2,396,658

191,224

(351,339)

(23,755)
453,181
11,066

89,153

280,377

10,393,544
(342,000)

10,051,544

S 10,331,921

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



HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED
DECEMBER 31, 2020

Cash Flows From Operating Activities:

Receipts from customers $ 2,410,774
Payments to suppliers (1,625,659)
Payments to employees (796,235)
Net cash provided by operating activities (11,120)
Cash Flows From Capital and Related Financing Activities:
Purchase of property and equipment (1,958,589)
Grant Receipts 453,181
Proceeds from notes payable 1,479,616
Payments on notes payable (100,682)
Interest Paid (23,755)
Net cash provided (used) by capital and related activities (150,229)
Cash Flows From Investing Activities:
Interest income 11,066
(Purchases) Maturities of certificates of deposit (2,471)
Transfers (to) from restricted accounts 6,977
Net cash provided (used) by investing activities 15,572
Increase (decrease) in cash and cash equivalents (145,777)
Cash and cash equivalents, beginning of year 204,449
Cash and cash equivalents, end of year $ 58,672

Reconciliation of Operating Income to Net Cash Provided by
Operating Activities:

Operating Income -(Loss) $ 191,224
(Increase) Decrease in:
Accounts receivable (101,522)
Unbilled accounts receivable (72,619)
Prepaid expense (18,499)
Increase (Decrease) in :
Accounts Payable 12,158
Accrued expenses 6,339
Accrued vacation pay (25,234)
Customer Meter Deposits (2,967)
$ (11,120)

The accompanying notes are an integral part of these financial statements.
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HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTE A: ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

NATURE OF ORGANIZATION — Helena-West Helena Municipal Water and Sewer System is
a fund of the City of Helena- West Helena, AR. The water and sewer system serves property
located within the corporate limits of the City and certain properties located outside the City
limits. The financial statements present only the Helena Water and Sewer System fund and
are not intended to be government-wide financial statements for the City of Helena - West
Helena.

BASIS OF ACCOUNTING — The accompanying financial statements have been prepared on
the accrual basis of accounting in accordance with Generally Accepted Accounting Principles
as applied to governmental entities.

ACCOUNTS RECEIVABLE - Accounts Receivable is presented net of an allowance for
uncollectible accounts of $ 82,964. Accounts receivable results from water services provided
to consumers. Accounts receivable is collateralized by customer deposits.

PROPERTY AND EQUIPMENT - Property and equipment is stated at cost. Expenditures for
major renewals and betterments are capitalized while minor replacements, maintenance, and
repairs, which do not improve or extend the life of such assets, are charged to operations as
incurred. Depreciation is provided by the straight- line method over the estimated useful lives
of the assets. Estimated useful lives range are 5 — 10 years for office furniture and equipment
to 40 years for water system.

CASH AND CASH EQUIVALENTS - The Helena-West Helena Municipal Water and Sewer
System considers all cash, and certificates of deposits purchased with a maturity of three
months or less to be cash equivalents. Deposits restricted pursuant to loan agreements or for
other purposes are not considered cash equivalents.

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

ADVERTISING — Advertising costs are expensed when incurred.

SALES TAX - Helena-West Helena Municipal Water and Sewer System is subject to state
and local sales taxes on water sales. Revenues are presented net of sales taxes.

OPERATING REVENUES AND EXPENSES — Operating revenues and expenses consists of
those revenues that result from ongoing operations, and are primarily charges for services.
Nonoperating revenues and expenses consist of those revenues and expenses that are
related to financing and investing type activities and result from - nonexchange transactions
or ancillary services. When an expenses is incurred for purposes for which there are both
restricted and unrestricted net assets available, it is the Entity’s policy to apply those expenses
to restricted net assets to the extent such as are available and then to unrestricted net assets.
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HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTE B: RESTRICTED ASSETS

Restricted funds consist of the following amounts:

Cash:
Construction $ 605
Debt Service 47,091
Customer's deposit reserve 143,344
191,040
Certificates of deposit:
Depreciation $ 748,904
Meter deposits 152,166
901,070
$ 1,092,110

The customer’s deposit reserve is established to cover the Helena-West Helena Municipal
¥Vater and Sewer System’s liability for customer deposits at December 31, 2020 of
253,541.

The terms of the Entity’s loan agreement require that a depreciation reserve be maintained
that includes 3% of gross revenues until $ 50,000 is accumulated.

NOTE C: CONTINGENCIES

The Helena-West Helena Municipal Water and Sewer System is subject to governmental

regulations regarding water quality and waste disposal. Fines may result from
noncompliance.

NOTE D: CONCENTRATION OF CREDIT RISKS

The entity’s policy is for deposits to be secured by collateral valued at market or par,
whichever is lower, less the amount of Federal Deposit Insurance Corporation Insurance.
The entity’s deposits are categorized to give an indication of the level of risk assumed by
the entity at December 31, 2020. The categories of risk are described as follows:

Category 1 - Insured or collateralized by the entity or by the entity of its
agent in the entity’s name.

Category 2 — Collateralized with securities held by the pledging financial
institutions trust department or by its agent in the entity’s name.

Category 3 - Uncollateralized
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HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTE D: CONCENTRATION OF CREDIT RISKS - cont'd

At December 31, 2020, Deposits are categorized as follows:

Category
1 2 3
Carrying amount
S 1,512,629 S 608,783 S 903,846 S -

Sales — All of the Helena-West Helena Municipal Water and Sewer System revenues are
earned from water and sewer services provided to local area residents.

NOTE E: INVENTORY

Inventory consists of materials on hand for future use. Inventory is valued using the first-in,
first-out method.

NOTE F: PROPERTY AND EQUIPMENT

A Summary of activity for property plant and equipment accounts is as follows:

Beginning Ending

Balance Additions Reductions Balance
Assets not subject to depreciation:
Land $ 1,371,815 $ - $ - $ 1,371,815
Construction in Progress 2,661,136 1,479,616 - 4,140,752
Assets subject to depreciation
Intangible plant 110,409 110,409
Structure 1,173,056 1,173,056
Distribution, reservoir and related 13,513,972 - - 13,513,972
Purification system 538,027 538,027
Other equipment 1,316,445 - 1,316,445
Sewer collection 5,489,986 478,973 5,968,959

22,141,895 478,973 - 22,620,868
Total 26,174,846 1,958,589 - 28,133,435
Less Accumulated Depreciation (15,005,336) (351,339) - (15,356,675)
Net Property and Equipment $ 11,169,510 $ 1,607,250 $ - $ 12,776,760
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HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTE G — EMPLOYEE’S RETIREMENT SYSTEM

All eligible employees participate in the Arkansas Employees Retirement System
(APERS), a statewide cost-sharing multiple employer pension plan established by the
authority of the Arkansas General Assembly. APERS provides retirement, disability, and
survivor benefits for eligible employees and elected officials of state and local
governmental entities in Arkansas. Contribution requirements are set forth by Arkansas
Statute, and the Entity is required to contribute at an actuarially determined rate. For the
years ended December 31, 2020 the Entity’s contribution was $ 105,582.

Because the plan is a multi-employer defined benefit pension plan, accounting principles
generally accepted in the United States of America require the cost of employee’s
pensions to be recognized over the employee’s respective service periods and a liability
to be recognized when the accumulated benefit obligation exceeds the fair value of
assets. APERS has provided the necessary information for the entire City of Helena-West
Helena. We were unable to determine the specific amounts allocable to the Helena-West
Helena Municipal Water and Sewer System.

NOTE H: SUBSEQUENT EVENTS

Management has evaluated subsequent events through the date of this report. No events were
noted which would require disclosure.

NOTE I: CONSTRUCTION IN PROGRESS

Construction in progress consists of a water line improvement project. The estimated total cost
of the project is approximately $ 4,200,000. Costs incurred to date at year end were

$ 4,140,753. ( See Note F).

NOTE J : ACCOUNTS PAYABLE - CITY OF HELENA-WEST HELENA

Accounts payable includes $ 735,137 payable to the City of Helena- West Helena. This

payable represents sanitation fees collected by Helena- West Helena Water system to be paid
to the City of Helena —West Helena.
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HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTE K: NOTES PAYABLE
Notes Payable at December 31, 2020 consists of the following:

3.9 % Note Payable to USDA, due in
annual installments of $ 9846, through
2038, secured by pledge of future revenues $ 125,659

2.55% Note payable to Arkansas Natural Resource 75,000
Commission, due in annual installments of $ 4979
through June 1, 2040

1% bonds payable, due in semi annual
installments which will range from $ 106,032
to $ 115,874 through October 14, 2039

secured by pledge of future revenues 3,834,831
4,035,490

Less current maturities (200,564)

Long-term debt, net of current maturities $ 3,834,926

Notes payable activity is summarized as following:

1/1/2020 Additions Reductions 12/31/2020
$ 2,656,556 $ 1,479,616 $(100,682) $ 4,035,490

NOTE L — NUMBER OF CUSTOMERS
Active customers at year-end December 31, 2020 are as follows:

Water 4,269
Sewer 3,981
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HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020

NOTE M — GRANT REVENUES

Grant revenues received for water and sewer system improvements during the year ended
December 31, 2020, are as follows:

Delta Regional Authority 453,181
S 453,181

NOTE N — RESTATEMENT OF BEGINNING NET POSITION

During the current year, management has determined that the Notes Payable were
understated at December 31, 2019. An adjustment has been made to restate the beginning
net position to correct the error. Effects of the restatement on beginning balances was as
follows:

Increase

( Decrease)
Net Investments in Capital Assets S (342,000)
Notes Payable 342,000
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MEYER & WARD, P.A.
CERTIFIED PUBLIC ACCOUNTANTS
P.O. BOX 1045
WYNNE, ARKANSAS 72396

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

Mayor and City Council
Helena-West Helena Municipal Water and Sewer System
Helena, AR

We have audited, 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, the financial statements of the
business type activities of Helena Water and Sewer System as of and for the year ended
December 31, 2020, and the related notes to the financial statements, which collectively comprise
the basic financial statements, and have issued our report thereon dated February 18, 2022.

Internal Control Over Financial Reporting

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

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 over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be material weaknesses or significant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that were not identified. We
did identify certain deficiencies in internal control, described in the accompanying schedule of
findings and responses, that we consider to be significant deficiencies. (#20 — 1 and #20 -2).
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Helena-West Helena Municipal Water
and Sewer System'’s financial statements are free of 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 determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not
an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Helena-West Helena Municipal Water and Sewer System’s Response to Findings

Helena-West Helena Municipal Water and Sewer System’s response to the findings identified in
our audit are described in the accompanying schedule of findings and responses. Helena-West
Helena Municipal Water and Sewer System’s responses were not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result 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.

Meyer & Ward, P.A.

M{BU’ é', Lavs

Certified Public Accountants
Wynne, AR 72396

February 18, 2022
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HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2020

Internal control
# 20-01

Condition: The Entity does not have enough employees to provide for appropriate
segregation of duties necessary for effective internal controls.

Criteria: Segregation of duties provides for independent review and approval of all
transactions at various stages of the transaction process. Adequate segregation of duties
is an essential part of effective internal control structure.

Effect: Inadequate segregation of duties reduces the Entity’s control over financial
reporting, processing of transactions and safeguarding of assets.

Recommendation: The Mayor and Council should review all transactions, and accounting
records, in order to compensate for the limited number of employees.

Response: Additional employees for the purpose of improving internal controls would not

be cost beneficial. Currently, management supervises all employees, and the council
reviews all financial records.

#20- 02 — Bank Reconciliations

CONDITION — All bank accounts should be reconciled to the General Ledger on a
monthly basis.

CRITERIA — Bank accounts should be reconciled monthly to the General Ledger monthly
in order to ensure that cash transactions are all recorded.

RECOMMENDATION —We recommend that all bank accounts be reconciled monthly by a
responsible employee who is not otherwise involved in the cash receipts or cash
disbursements process. The reconciliation should also be reviewed by management.

RESPONSE: Management will implement the reconciliation process as soon as possible.
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HELENA-WEST HELENA MUNICIPAL WATER AND SEWER SYSTEM
SCHEDULE OF BUDGET TO ACTUAL COMPARISON
FOR YEAR ENDED DECEMBER 31, 2020

OPERATING REVENUES
Water fees
Sewer fees
Other revenues
Total Operating Revenue

OPERATING EXPENSES:
Communications
Dues and fees
Insurance
Franchise fees paid to City
Miscellaneous
Office supplies
Operating supplies and maintenance
Payments in lieu of taxes
Payroll taxes and fringe
Postage
Professional fees
Salaries
Truck expense
Uniforms
Utilities
Total Operating Expenses

Income (Loss) from Operations

OTHER INCOME AND (EXPENSES)
Depreciation and amortization
Grant Revenues
Interest expense
Interest income

Net Other Income (and Expense)
CHANGE IN NET POSITION

ACTUAL BUDGET  VARIANCE
$ 1,697,486 $ 1,223,144 $ 474,342
861,863 707,564 154,299
28,533 2,100 26,433
2,587,882 1,032,808 655,074
104,578 7,615 96,963
6,766 7,466 (700)
45,087 26,910 18,177
40,653 3,030 37,623
41,688 41,688
753,766 466,303 287,463
60,000 (60,000)

279,815 294,081 (14,266)
18,008 19,625 (1,617)
13,745 6,666 7,079
771,001 655,600 115,401
20,202 40,108 (19,906)
11,156 5,362 5,794
290,193 258,054 32,139
2,396,658 1,850,820 545,338
191,224 81,988 109,236
(351,339) - (351,339)
453,181 453,181
(23,755) (23,755)
11,066 8,282 2,784

89,153 8,282 80,871

$ 280,377 % 90,270 $ 190,107
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