



























































NORTHWEST ARKANSAS CONSERVATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008
NOTE 9: BONDS PAYABLE — CONTINUED

During the years ended December 31, 2009 and 2008, NACA paid interest totaling

$1,901,611 and $990,533, respectively.

Annual requirements to amortize outstanding bonded debt are as follows:

Principal Interest Total

2010 $ - $ 1909523 $ 1,909,523
2011 250,297 2,637,837 2,888,134
2012 759,873 3,012,374 3,772,247
2013 785,729 2,982,812 3,768,541
2014 817,345 2,951,477 3,768,822
2015-2019 4,630,324 14,208,585 18,838,909
2020 - 2024 5,758,335 13,062,771 18,821,106
2025 - 2029 7,257,656 11,532,593 18,790,249
2030 -2034 9,216,985 9,542,486 18,759,471
2035 - 2039 11,740,271 6,983,460 18,723,731
2040 - 2044 12,988,184 3,741,658 16,729,842
2045 - 2048 8.245.000 890,505 9,135,505
$ 62,449,990 $73.456.081  $135.906.080

The outstanding principal amount in the above schedule does not include the unamortized

bond discount of $1,034,331 as of December 31, 2009.

A summary of changes in bonds payable follows:

December 31, December 31, Due within
2008 Additions  Retirements 2009 one year

Wastewater Revenue Bonds,

Series 2008A $ 7,733,041 §$ 5656958 $ - $ 13,389,999 $
Wastewater Revenue Bonds,

Series 2008B 38,760,000 - - 38,760,000
Wastewater Revenue Bonds,

Series 2009A - 10,300,000 - 10,300,000
Original issue discount on

Wastewater Revenue Bonds,

Series 2008B _(1.061.431) - 27.100 {1.034.331)

$45.431.610 $15956,958 § 27,100 $61415668 § -
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NORTHWEST ARKANSAS CONSERVATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

NOTE 9: BONDS PAYABLE — CONTINUED

December 31, December 31, Due within
2007 Additions Retirements 2008 one year
Wastewater Revenue Bonds,
Series 2008A $ - $ 7733041 $ - $ 7733041 $ -
Wastewater Revenue Bonds,
Series 2008B - 38,760,000 - 38,760,000 -

Wastewater Treatment Fagility Land
Acquisition Bonds, Series 2006 3,999,092 - (3,999,992) - -

Wastewater Treatment Facility
Engineering and Planning
Project Bonds, Series 2006 999,389 - (999,389) - -

Wastewater Treatment Facility
Engineering and Plant :
Project Bonds, Series 2007 371,740 - (371,740) - -

Original issue discount on
Wastewater Revenue Bonds,

Series 20088 - _{1.084.015) 22,584 _ (1.061.431) -
$5371.121 $45400026 $(5348.537) $45431610 § -

ANRC has agreed to purchase additional Wastewater Revenue Bonds totaling
$17,420,000. Of this total, $14,420,000 was issued in February 2010 (see Note 14), and
the remaining $3,000,000 is expected to be issued in August 2010. The bonds will have
the same terms as the Wastewater Revenue Bonds, Series 2008A and 2009A.

NOTE 10: COMMITMENTS

In 2005, NACA entered into an agreement with Bums and McDonnell Engineering Company
Inc. to perform engineering services in connection with the construction, operation,
maintenance, management, and financing of the regional wastewater treatment facility. At
December 31, 2009 and 2008, $4,192,774 and $3,125,168, respectively, had been incurred
in accordance with this agreement and capitalized into construction in progress. The
remaining commitment on the contract at December 31 » 2009 totals approximately $653,000.

In 2007, NACA entered into an agreement with USI Consuiting Engineers, Inc. to perform
engineering services in connection with the construction, operation, maintenance,
management, and financing of the regional wastewater treatment facility. At December 31,
2009 and 2008, $2,761,536 and $2,087,396, respectively, was incurred in accordance with
this agreement and capitalized into construction in progress. The remaining commitment on
the contract at December 31, 2009 totals approximately $475,000.
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NORTHWEST ARKANSAS CONSERVATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

NOTE 10: COMMITMENTS — CONTINUED

In 2009, NACA entered into an agreement with BRB Contractors, Inc. for the construction of
the regional wastewater treatment facility. At December 31, 2009, $10,629,209 was incurred
in accordance with this agreement and capitalized into construction in progress. The
remaining commitment on the contract at December 31, 2009 totals approximately
$16,920,000.

In 2009, NACA entered into an agreement with Rosetta Construction, LLC for the
construction of wastewater conveyance system improvements. At December 31, 2009,
$2,185,221 was incurred in accordance with this agreement and capitalized into construction
in progress. The remaining commitment on the contract at December 31, 2009 totals
approximately $2,071,000.

In 2009, NACA entered into an agreement with Crossland Heavy Contractors, Inc. for the
construction of wastewater conveyance system improvements. At December 31, 2009,
$6,642,697 was incurred in accordance with this agreement and capitalized into construction
in progress. The remaining commitment on the contract at December 31, 2009 totals
approximately $3,035,279.

In 2009, NACA entered into an agreement with Carroll Electric Cooperative Corporation for
the construction of an electrical substation and a three phase distribution line to the
wastewater treatment facility to provide electrical service. At December 31, 2009, no
amounts were incurred in accordance with this agreement. The remaining commitment on
the contract at December 31, 2009 totals approximately $640,000.

NOTE 11: NOTE PAYABLE

In May 2008, NACA obtained an unsecured line of credit with a bank for operations. The
maximum amount available under the line of credit was $200,000. The interest rate was
adjustable and set at 1.25% over prime. The line of credit matured on May 21, 2009 and was
renewed through May 21, 2010 with a maximum amount available of $400,000. The interest
rate at December 31, 2009 was 6%.

During the years ended December 31, 2009 and 2008, NACA borrowed $191,584 and
$97,426, respectively, under the line of credit and made no repayments during either year.
The amount available to borrow on the line of credit at December 31, 2009 and 2008 was
$110,990 and $102,574, respectively.

NOTE 12: STATE GRANT
During the year ended December 31, 2009, NACA was awarded a grant of approximately
$200,000 from ANRC to use for operations, management, and design and construction costs

associated with the new wastewater treatment facility during construction. NACA received
the grant money in January 2010.
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NORTHWEST ARKANSAS CONSERVATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

NOTE 13: CONCENTRATIONS

During the years ended December 31, 2009 and 2008, all of NACA's operating revenue
came from one govemmental entity.

NOTE 14: SUBSEQUENT EVENT

Subsequent to December 31, 2009, NACA issued Wastewater Revenue Bonds Series
2010A for the purpose of financing a portion of the costs of a new regional wastewater
treatment plant and expenses of issuing the bond. The bonds do not bear interest until
2011, at which time the bonds will have 4.75% interest rate. In 2011, NACA will begin
making semi-annual payments, including principal and interest, until maturity of the bonds in
December 2044. The bonds are secured by property and revenues derived from contracts
for wastewater services with Tontitown and Bentonville. '

Bond issuance costs associated with the issuance totaled approximately $440,000. Annual
requirements to amortize the Wastewater Revenue Bonds Series 2010A are as follows:

Principal Interest Total

$ - -
342,475 432,142
2012 185,774 678,510 864,284
2013 194,703 669,581 864,284
2014 204,061 660,223 864,284
2015 -2019 1,177,197 3,144,223 4,321,420
2020 - 2024 1,488,635 2,832,785 4,321,420
2025 - 2029 1,882,467 2,438,953 4,321,420
2030 - 2034 2,380,491 1,940,929 4,321,420
2035 - 2039 3,010,272 1,311,148 4,321,420
2040 - 2044 3.806,733 514,753 4,321,486

$14420000  $14533580 § 28,953,580

2010 $ -
2011 89,667
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NORTHWEST ARKANSAS CONSERVATION AUTHORITY
STATEMENTS OF REVENUES AND EXPENSES COMPARED TO BUDGET

REVENUES
Grants

EXPENDITURES
Advertising
Amortization
Automobile allowance
Dues and subscriptions
Equipment
Fees and permits
Insurance
Legal fees
Miscellaneous
Monitoring
Office supplies
Professional services
Property taxes

YEAR ENDED DECEMBER 31, 2009

Salaries and payroll related expenses

Telephone
Travel
Trustee expense

OPERATING (LOSS)

NONOPERATING REVENUE (EXPENSE)

Interest expense
Interest income

(DEFICIT) OF REVENUES
OVER EXPENDITURES

Over

(Under)

Budget Actual Budget
$ 33,250 $ 35,765 $ 2,515
750 539 (211)
- 51,787 51,787
9,300 9,300 -
1,000 870 (130)
3,500 600 (2,900)
- 3,083 3,083
15,500 16,455 955
15,000 6,437 (8,563)
2,800 3,763 963
33,250 33,155 (95)
3,500 1,310 (2,190)
33,500 37,961 4,461
1,700 - (1,700)
- 94,137 95,624 1,487
1,200 1,134 (66)
1,750 1,028 (722)
- 20,420 20,420
216,887 283,466 66,579
(183,637) (247,701) (64,064)
- (26,446) 26,446
- 48 48
- (26,398) (26,398)
$ (183,637) $ (274,099) $ (90,462)

See Independent Auditors' Report.
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NORTHWEST ARKANSAS CONSERVATION AUTHORITY

STATEMENTS OF REVENUES AND EXPENSES COMPARED TO BUDGET

YEAR ENDED DECEMBER 31, 2008

REVENUES
Grants

EXPENDITURES
Advertising
Amortization
Automobile allowance
Dues and subscriptions
Equipment
Fees and permits
Insurance
Legal fees
Miscellaneous
Monitoring
Office supplies
Professional services .
Property taxes
Salaries and payroll related expenses
Telephone
Travel
Trustee expense

OPERATING (LOSS)

NONOPERATING REVENUE (EXPENSE)
Interest expense
Interest income

(DEFICIT) OF REVENUES
OVER EXPENDITURES

Budget

$ 78,900

Actual

Over
(Under)
Budget

$ (9,678)

750

9,300
1,000
1,500

12,583
15,000
3,100
18,900
1,500
31,500
1,700
91,064
1,200
2,000

$ 69,222

321
42,214
9,975
984
1,484
4,582
10,836
11,633
3,262
21,250
799
34,075

94,602
1,247
705
3,876

(429)
42,214
675
(16)
(16)
4,582
(1,747)
(3,367)
162
2,350
(701)
2,575
(1,700)
3,538
47
(1,295)
3,876

191,097

241,845

50,748

(112,197)

(172,623)

(60,426)

4,000

(21,282)
858

21,282
(3,142)

4,000

(20,424)

(24,424)

$ (108,197)

$ (193,047)

$ (84,850)

See Independent Auditors' Report.
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BEALL 4@y BARCLAY

CERTIFIED PUBLIC ACCOUNTANTS

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

Board of Trustees
Northwest Arkansas Conservation Authority

We have audited the financial statements of Northwest Arkansas Conservation
Authority (“NACA”) as of and for the year ended December 31, 2009 and have issued our
report thereon dated March 4, 2010. 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 Comptrolier
General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered NACA’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of NACA’s intemal control over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of NACA's internal control over financial
reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses and therefore, there can be no assurance that all deficiencies, significant
deficiencies, or material weaknesses have been identified. However, as discussed below,
we identified certain deficiencies in internal control over financial reporting that we consider
to be material weaknesses.

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 misstatements on a timely basis. A material weakness is a
deficiency, or 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. We consider the
deficiencies described below to be material weaknesses. ‘
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Preparation of Financial Statements According to Accounting Principles Generally
Accepted in the United States of America

Internal control over financial reporting includes management’s controls over the
preparation of financial statements and the related footnotes prepared in accordance with
accounting principles generally accepted in the United States of America. An auditor can
assist in assembling or drafting the financial statements and related footnotes; however, an
auditor cannot be part of NACA'’s internal control. Management must have the technical
expertise and knowledge to ensure the propriety and completeness of the information in
the financial statements, including disclosures in the related footnotes.

As a part of the audit engagement, we assisted management in the preparation of NACA’s
financial statements. Although management reviewed and approved the financial
statements and related footnotes, management's current system of internal control lacks
adequate controls to ensure the propriety, adequacy, completeness, and classification in
the financial statements, including disclosures, prepared in accordance with accounting
principles generally accepted in the United States of America. We understand that
management feels that its current controls over the preparation of financial statements are
adequate and that implementing additional controls is not practical or feasible with NACA’s
current staff and resources. We recommend that management continue to evaluate the
cost/benefit of improving internal control over the preparation of financial statements and
the related disclosures and implement additional controls as considered necessary.

Proper Accounting for Retainage Withheld

In the process of performing our audit, we noted accounts requiring adjustment to be in
conformity with accounting principles generally accepted in the United States of America.
We noted that retainage withheld by NACA from various contractor billings was not
recorded as a liability or as part of construction in progress even though the work had been
completed. We recommend that management implement procedures to ensure that
retainage withheld is properly recorded in the future.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether NACA’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.
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This report is intended solely for the information and use of the Board of Directors,
management, ANRC, and the Arkansas Division of Legislative Audit and is not intended to be
and should not be used by anyone other than these specified parties.

/M /’/ﬂ, y/ 2

BEALL BARCLAY OMPANY, PLC
Certified Public Accountants

Rogers, Arkansas
March 4, 2010
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