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INDEPENDENT AUDITORS’ REPORT 
 

Board of Trustees 

Arcadia Public Works Authority 

Arcadia, Oklahoma 

 

Report on the Financial Statements 
 

We have audited the accompanying financial statements of the Arcadia Public Works Authority, Arcadia, 

Oklahoma (the “Authority”), a component unit of the Town of Arcadia, as of and for the year ended 

June 30, 2020, and the related notes to the financial statements, which collectively comprise the 

Authority’s basic financial statements as listed in the table of contents.   
 

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; 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. 
 

Auditors’ Responsibility 
 

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted 

our audit in accordance with auditing standards generally accepted in the United States 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 from 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 auditors’ judgment, including the assessment 

of the risks of material misstatement of the financial statements, whether due to fraud or error.  In making 

those risk assessments, the auditors consider 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 audit opinion. 
 

 (Continued) 
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INDEPENDENT AUDITORS’ REPORT, CONTINUED 

 

Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the Authority as of June 30, 2020, and the respective changes in financial position 

and cash flows thereof for the year then ended in conformity with accounting principles generally accepted 

in the United States. 

 

Emphasis of Matters 

 

Reporting Entity 

 

As discussed in Note 1, the accompanying financial statements present only the Authority and do not 

purport to, and do not, present fairly the financial position of the Town of Arcadia as of June 30, 2020, 

and the changes in its financial position and cash flows, where applicable, for the year then ended in 

accordance with accounting principles generally accepted in the United States.  Our opinion is not 

modified with respect to this matter. 

 

Substantial Doubt About the Authority’s Ability to Continue as a Going Concern 

 

The accompanying financial statements have been prepared assuming that the Authority will continue as 

a going concern.  As discussed in Note 3 to the financial statements, the Authority relies significantly on 

funding from the Town of Arcadia in order to repay debt obligations and continue to function as needed.  

These conditions raise substantial doubt about the Authority’s ability to continue as a going concern.  

Management’s plans regarding the matters are also described in Note 3.  The financial statements do not 

include any adjustments that might result from the outcome of this uncertainty.  Our opinion is not 

modified with respect to this matter. 

 

Other Matters 

 

Required Supplementary Information 

 

Management has omitted management’s discussion and analysis and budgetary comparison information 

that accounting principles generally accepted in the United States require to be presented to supplement 

the basic financial statements.  Such missing information, although not a part of the basic financial 

statements, is required by the Governmental Accounting Standards Board, who considers it to be an 

essential part of financial reporting for placing the basic financial statements in an appropriate operational, 

economic, or historical context.  Our opinion on the basic financial statements is not affected by this 

missing information. 

 

(Continued) 
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INDEPENDENT AUDITORS’ REPORT, CONTINUED 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated April 7, 2021, 

on our consideration of the Authority’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 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 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 the Authority’s internal control over financial 

reporting and compliance. 

 

 

 

 

 

Shawnee, Oklahoma 

April 7, 2021 

 



 
 

See Independent Auditors’ Report. 

See accompanying notes to financial statements. 
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June 30, 2020   

   Assets

Current assets:

  Cash:

    Unrestricted 10,979$               

    Restricted 105,384               

Total current assets 116,363               

Capital assets:

  Land 96,103                 

  Water system 2,027,195            

  Sewer system 3,669,804            

  Accumulated depreciation (71,213)               

Net capital assets 5,721,889            

Total assets 5,838,252$          

   Liabilities and Net Position

Current liabilities:

  Accounts payable 20,944$               

  Current portion of long-term debt 109,559               

Total current liabilities 130,503               

Non-current liabilities:

  Non-current portion of long-term debt 1,827,366            

Total liabilities 1,957,869            

Net position:

Net investment in capital assets 3,859,964            

Restricted for debt service 89,446                 

Unrestricted deficit (69,027)               

Total net position 3,880,383            

Total liabilities and net position 5,838,252$          

STATEMENT OF NET POSITION

ARCADIA PUBLIC WORKS AUTHORITY

ARCADIA, OKLAHOMA

 



 
 

See Independent Auditors’ Report. 

See accompanying notes to financial statements. 
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Year Ended June 30, 2020   

Operating revenues:

  Trash collection 12,038$               

  Water 6,951                   

  Sewer 7,080                   

  Impact fees 34,499                 

Total operating revenues 60,568                 

Operating expenses:

  Trash service charge 11,744                 

  Water service charge 37,930                 

  Sewage treatment service charge 12,618                 

  Salaries 104,710               

  Utilities 2,923                   

  Supplies 1,252                   

  Repairs and maintenance 1,572                   

  Miscellaneous 4,058                   

  Depreciation 71,213                 

Total operating expenses 248,020               

         Operating loss (187,452)             

Non-operating revenues (expenses):

  USDA grant proceeds 177,561               

  Interest income 104                      

  Long-term debt—interest expense (57,165)               

Total non-operating revenues, net 120,500               

Loss before transfers (66,952)               

Transfers from the Town of Arcadia 118,000               

Change in net position 51,048                 

Net position, beginning of year 3,829,335            

Net position, end of year 3,880,383$          

STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION

ARCADIA PUBLIC WORKS AUTHORITY

ARCADIA, OKLAHOMA

 



 
 

See Independent Auditors’ Report. 

See accompanying notes to financial statements. 
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Year Ended June 30, 2020   

Cash flows from operating activities:

  Receipts from customers 60,568$               

  Payments to suppliers (72,097)               

  Payments to employees (104,710)             

Net cash used in operating activities (116,239)             

Cash flows from noncapital financing activities:

  Transfers from the Town of Arcadia 118,000               

Net cash provided by noncapital financing activities 118,000               

Cash flows from capital and related financing activities:

  Cash payments for capital assets (318,705)             

  Repayment of loan (30,625)               

  Proceeds of capital grant 249,656               

  Interest payments on capital debt (79,255)               

Net cash used in capital and 

  related financing activities (178,929)             

Cash flows from investing activities:

  Interest received 104                      

Net cash provided by investing activities 104                      

Net decrease in cash and cash equivalents (177,064)             

Cash and cash equivalents, beginning of year 293,427               

Cash and cash equivalents, end of year 116,363$             

 (Continued)

ARCADIA PUBLIC WORKS AUTHORITY

ARCADIA, OKLAHOMA

Increase (Decrease) in Cash and Cash Equivalents

STATEMENT OF CASH FLOWS

 



 
 

See Independent Auditors’ Report. 

See accompanying notes to financial statements. 
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Year Ended June 30, 2020   

Reconciliation of operating loss to 

  net cash used in operating activities:

    Operating loss (187,452)$           

    Adjustments to reconcile operating loss to net cash 

      used in operating activities:

        Depreciation 71,213                 

Net cash used in operating activities (116,239)$           

Reconciliation of cash balances to 

  statement of net position:

    Unrestricted cash and cash equivalents 10,979$               

    Restricted cash and cash equivalents 105,384               

Total cash and cash equivalents 116,363$             

ARCADIA PUBLIC WORKS AUTHORITY

ARCADIA, OKLAHOMA

Increase (Decrease) in Cash and Cash Equivalents

STATEMENT OF CASH FLOWS,  CONTINUED

 



ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

NOTES TO FINANCIAL STATEMENTS 

 

June 30, 2020 

 

 

See Independent Auditors’ Report. 
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Organization 

 

The Arcadia Public Works Authority, Arcadia, Oklahoma (the “Authority”), a component unit of 

the Town of Arcadia, is a Public Trust created on October 22, 1998, for the purpose of providing 

water and waste services to the citizens in the Town of Arcadia.  The financial statements include 

only the activities of the Authority and are intended to present the financial position, the changes 

in financial position, and cash flows of only that portion of the business-type activities of the 

Town of Arcadia, Oklahoma, that is attributable to the transactions of the Authority.   

 

Basis of Accounting 

 

The accounting and reporting policies of the Authority conform to accounting principles generally 

accepted in the United States for units of local government as promulgated by the Governmental 

Accounting Standards Board (GASB).   

 

The Authority utilizes the proprietary fund method and prepares its financial statements on the 

accrual basis of accounting.  Under this method of accounting, revenue is recognized when earned 

or billed, and expenses are recognized when goods or services are received, whether paid or not. 

 

For purposes of the statement of revenues, expenses, and changes in net position, operating 

revenues and expenses are considered those whose cash flows are related to operating activities, 

while revenues and expenses related to financing, capital, and investing activities are reported as 

non-operating or transfers and contributions. 

 

Cash and Cash Equivalents 

 

For purposes of the statement of cash flows, the Authority considers all bank deposits and cash 

on-hand as cash and cash equivalents.   

 

Capital Assets 

 

Capital assets are stated at cost.  Depreciation is charged to operating expenses and is computed 

by the use of the straight-line method over the estimated useful lives of the capital assets.  Land 

was purchased at fair value from a nonrelated party. 

 



ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 

 

 

See Independent Auditors’ Report. 
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

 

Long-Term Debt 

 

In connection with the Water and Waste Disposal Systems for Rural Communities grant awarded 

by the USDA Rural Utilities Service, the Authority was required to obtain long-term debt to 

finance a portion of the project.  The Authority obtained two loans from the USDA during 

August 2007:  one for $410,200 with an interest rate of 4.25%; and one for $525,800 with an 

interest rate of 4.125%.  The loans are to be repaid over a 40-year period and required interest-

only payments for the first 2 years.  The interest-only payments were advanced to the Authority 

from the grant funds.  The Authority was required to maintain two reserve cash accounts in 

accordance with the loan agreement:  a debt service account with funds equal to one annual 

payment; and a depreciation account for long-lived assets for unanticipated emergency 

maintenance and repairs. 

 

In connection with the Sewer System Improvement Project grants awarded by the USDA Rural 

Utilities Service, the Authority was required to obtain long-term debt to finance a portion of the 

project.  The Authority obtained two additional loans from the USDA during August 2017:  one 

for $258,000 with an interest rate of 3.25%; and one for $821,000 with an interest rate of 2.00%.  

The loans are to be repaid over a 40-year period and require interest-only payments for the first 

2 years.  The interest-only payments are to be advanced from the grant funds. 

 

Net Position 

 

Equity is classified as net position and displayed in three components: 

 

1. Net investment in capital assets—consists of capital assets, net of any accumulated 

depreciation and reduced by the outstanding balance of any notes or other borrowings 

attributable to those assets. 

 

2. Restricted net position—consists of net position with constraints placed on the use either 

by external groups, laws, or enabling legislation. 

 

3. Unrestricted net position—all other net position that do not meet the definition of 

“restricted” or “net investment in capital assets.” 

 

It is the Authority’s policy to first use restricted net position prior to the use of unrestricted net 

position when an expense is incurred for purposes for which both restricted and unrestricted net 

position are available.   

 

The Authority had a deficit balance in unrestricted net position as of June 30, 2020.  The deficit 

is anticipated to be funded with future revenues generated from charges for utilities. 



ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 

 

 

See Independent Auditors’ Report. 
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

 

Income Taxes 

 

The Authority is exempt from federal income tax.  As such, no provision for income taxes has 

been made in the accompanying financial statements. 

 

Use of Estimates 

 

The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States requires management to make estimates and assumptions that affect 

certain reported amounts of assets and liabilities at the date of the financial statements and the 

reported amounts of revenues and expenses during the reporting period.  Actual results could differ 

from those estimates. 

 

Management’s Review of Subsequent Events 
 

The Authority’s management has evaluated subsequent events through April 7, 2021, the date 

which the financial statements were available to be issued, and determined that no subsequent 

events have occurred that require adjustment to or disclosure in the financial statements.  

 

(2) WATER SYSTEM 

 

The Authority received loan and grant funds from the USDA in order to complete the construction 

of a water system for the residents of Arcadia, Oklahoma.  The funds were spent on supplies and 

labor utilized to construct the water system.  Once construction was completed, it was determined 

that the water produced by the system did not meet required health standards to allow the residents 

of the town of Arcadia to utilize the water as expected.  The funds were spent on allowable costs; 

however, the Authority was unable to operate the water system in 2019 and previous years.   

 

During the year ended June 30, 2020, the Authority completed work to bring the water system into 

compliance with required health standards and began providing water services through the system 

to the residents of Arcadia.  The water system is now considered in service, and the Authority has 

begun depreciating the asset. 



ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 

 

 

See Independent Auditors’ Report. 
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(3) GOING CONCERN 

 

The Authority’s financial statements have been presented on the basis that it is a going concern, 

which contemplates the realization of assets and the satisfaction of liabilities in the normal course 

of business.  The Authority relies significantly on funding provided by the Town of Arcadia to 

repay debt requirements and to operate.  As discussed in Note 2, due to the inability to operate the 

water system prior to the year ended June 30, 2020, the Authority was unable to create significant 

revenues and unrestricted net position.  The financial statements do not include any adjustments 

that might result from the outcome of this uncertainty. 

 

The Authority completed work during the year ended June 30, 2020, and began providing water 

services.  Revenue is expected to increase as a result of operating the water system. 

 

(4) DEPOSITS 

 

At June 30, 2020, the Authority held the following deposits: 

 

Type

Demand deposits 116,363$             

 
Custodial Credit Risk 

 

Exposure to custodial credit related to deposits exists when the Authority holds deposits that are 

uninsured and uncollateralized; collateralized with securities held by the pledging financial 

institution or by its trust department or agent but not in the Authority’s name; or collateralized 

without a written or approved collateral agreement.  Exposure to custodial credit risk related to 

investments exists when the Authority holds investments that are uninsured and unregistered, with 

securities held by the counterparty or by its trust department or agent but not in the Authority’s name. 

 

The Authority’s policy as it relates to custodial credit risk is to comply with state law and secure 

its uninsured deposits with collateral, valued at no more than market value, at least at a level of 

100% of the uninsured deposits and accrued interest thereon.  Acceptable collateral is defined in 

state statutes and includes U.S. Treasury securities and direct debt obligations of municipalities, 

counties, and school districts in the state of Oklahoma, surety bonds, and letters of credit.  As 

required by Federal 12 U.S.C.A., Section 1823(e), all financial institutions pledging collateral to 

the Authority must have a written collateral agreement approved by the board of directors or loan 

committee.  At June 30, 2020, the Authority was not under-collateralized at any financial 

institution.   

 



ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 

 

 

See Independent Auditors’ Report. 
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(4) DEPOSITS, CONTINUED 
 

Restricted Cash and Cash Equivalents 
 

The amounts reported as restricted net position on the statement of net position are comprised of 

amounts restricted for Authority projects, public safety, debt service payments, and asset 

maintenance purposes.  The restricted assets as of June 30, 2020, were as follows: 
 

Water debt service payment account 

  (required by USDA) 41,900$               

Water asset maintenance account

  (required by USDA) 31,643                 

USDA grant funds account 24,974                 

Sewer debt service payment account 

  (required by USDA) 3,542                   

Sewer asset maintenance account

  (required by USDA) 3,325                   

105,384$             

 
(5) CAPITAL ASSETS 
 

The Authority’s capital assets activity for the year ended June 30, 2020, was as follows: 
 

Estimated

Useful

Life

Balance at

June 30,

2019 Additions Transfers

Balance at

June 30,

2020

Land – 96,103$       -                   -                   96,103         

Water system 40 years 1,916,289    110,906       -                   2,027,195    

Sewer system 40 years -                   -                   3,669,804    3,669,804    

Construction in

  progress—

  sewer system – 3,491,066    178,738       (3,669,804)   -                   

Total capital assets 5,503,458    289,644       -                   5,793,102    

Accumulated depreciation:

  Water system -                   (25,340)        -                   (25,340)        

  Sewer system -                   (45,873)        -                   (45,873)        

Total accumulated 

  depreciation -                   (71,213)        -                   (71,213)        

Net capital assets 5,503,458$  218,431       -                   5,721,889    
  



ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 
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(6) LONG-TERM DEBT 

 

The Authority obtained four loans from the USDA to help with construction of a water and sewer 

system.  The loans details are as follows: 

 

• USDA promissory note 91-05 dated August 24, 2007, with an original amount of $525,800, 

due in monthly installments of $2,288 beginning September 24, 2009, interest-only 

payments paid the first 2 years due August 24 of 2008 and 2009, final installment due 

August 24, 2047, at a fixed interest rate of 4.125%. 

 

• USDA promissory note 91-07 dated August 24, 2007, with an original amount of $410,200, 

due in monthly installments of $1,818 beginning September 24, 2009, interest-only 

payments paid during the first 2 years due August 24 of 2008 and 2009, final installment 

due August 24, 2047, at a fixed interest rate of 4.25%.  

 

• USDA promissory note 92-03 dated August 25, 2017, with an original amount of $258,000, 

due in monthly installments of $989 beginning September 25, 2019, interest-only payments 

paid for the first 2 years due August 25 of 2018 and 2019, final installment due August 25, 

2057, at a fixed rate of 3.25%. 

 

• USDA promissory note 92-09 dated August 25, 2017, with an original amount of $821,000, 

due in monthly installments of $2,578 beginning September 25, 2019, interest-only 

payments paid for the first 2 years due August 25 of 2018 and 2019, final installment due 

August 25, 2057, at a fixed rate of 2.00%. 

 

The following is a summary of the long-term debt as of June 30, 2020: 

 

USDA promissory note 91-05 447,631$             

USDA promissory note 91-07 350,569               

USDA promissory note 92-03 255,011               

USDA promissory note 92-09 808,714               

1,861,925            

Less current maturities (34,559)                

Long-term debt, less current maturities 1,827,366$          

 
  



ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 
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(6) LONG-TERM DEBT, CONTINUED 

 

Changes in long-term debt for the year ended June 30, 2020, were as follows: 
 

Balance at

June 30,

2019 Additions Reductions

Balance at

June 30,

2020

USDA promissory note 91-05 456,394$       -                    (8,763)           447,631       

USDA promissory note 91-07 357,292         -                    (6,723)           350,569       

USDA promissory note 92-03 257,954         -                    (2,943)           255,011       

USDA promissory note 92-09 820,910         -                    (12,196)         808,714       
 

1,892,550$    -                    (30,625)         1,861,925    

 
Long-term debt annual debt service requirements as of June 30, 2020, are as follows: 

 
Year Ending

June 30, Principal Interest Total

2021 34,559$            57,517              92,076              

2022 35,665              56,411              92,076              

2023 36,810              55,266              92,076              

2024 37,995              54,081              92,076              

2025 39,223              52,853              92,076              

2026–2030 216,132            244,248            460,380            

2031–2035 254,191            206,189            460,380            

2036–2040 299,721            160,659            460,380            

2041–2045 354,297            106,083            460,380            

2046–2050 272,119            48,727              320,846            

2051–2055 191,346            22,674              214,020            

2056–2058 89,867              2,633                92,500              

1,861,925$       1,067,341         2,929,266         

 
  



ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

NOTES TO FINANCIAL STATEMENTS, CONTINUED 
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(6) LONG-TERM DEBT, CONTINUED 

 

The following table details the expenditures made with the USDA funds for year ended 

June 30, 2020: 

 

USDA project expenses:

  Construction:

    FT Construction Company—sewer connections 177,561$             

Total construction 177,561               

Total USDA project expenses 177,561$             

 
(7) NOTE PAYABLE 

 

The Authority obtained a note payable from the Town of Arcadia during July 2009.  The note had 

a maximum principal balance of $100,000 and was extended to be used for the initial planning and 

development phase of the sewer system.  The note payable carries a 3.5% interest rate and was 

originally due in July 2010.  The due date was extended until July 2021.  As of June 30, 2020, the 

note payable balance was $75,000.  There were no principal payments made on the note payable 

during the year ended June 30, 2020. 

  

(8) COMMITMENTS AND CONTINGENCIES 

 

Lease 

 

The Authority has entered into a 50-year lease agreement with the Town of Arcadia expiring on 

August 31, 2048, for revenue-producing utility properties, system, and facilities.  This includes all 

of the water production, storage, transportation, and distribution system and facilities, all tangible 

real property, as well as all of the sanitary sewage collection, transportation, processing and 

disposal system and facilities, including all tangible property.  Any and all property and facilities 

purchased, constructed, and/or installed by the Authority becomes property of the Town of 

Arcadia.  Consideration of the lease is the installation and construction of improvements. 

 

Litigation 

 

The Authority is involved in legal proceedings in the normal course of operations, none of which, 

in the opinion of management, will have a material effect on the net position or the change in net 

position of the Authority. 

  



ARCADIA PUBLIC WORKS AUTHORITY 
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NOTES TO FINANCIAL STATEMENTS, CONTINUED 
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(8) COMMITMENTS AND CONTINGENCIES, CONTINUED 

 

Federal Awards 

 

The Authority’s federal awards are subject to audit by the respective oversight bodies.  Such audits 

could lead to requests for reimbursement for costs disallowed under the terms of the respective 

awards.  As of June 30, 2020, the Authority had no such requests pending. 

 

COVID-19 

 

The novel coronavirus (“COVID-19”), which was declared a global health emergency in 

January 2020 and a pandemic in March 2020, has caused significant changes in political and 

economic conditions around the world, including disruptions and volatility in the global capital 

markets. In response, the State of Oklahoma and local municipalities have taken various 

preventative or protective actions, such as imposing restrictions on business operations and 

advising or requiring individuals to limit or forgo their time outside of their homes. The 

Authority’s management has considered the economic implications of the COVID-19 pandemic 

in making critical and significant accounting estimates included in the June 30, 2020, financial 

statements.  

 

The extent to which the COVID-19 pandemic may impact the Authority will depend on future 

developments which are uncertain, such as the duration of the outbreak, additional governmental 

mandates issued to mitigate the spread of the disease, business closures, economic disruptions, and 

the effectiveness of actions taken to contain and treat the virus. Accordingly, the COVID-19 

pandemic may have a negative impact on the Authority’s future operations, the size and duration 

of which is difficult to predict. The Authority’s management will continue to actively monitor the 

situation and may take further actions altering operations that the Authority’s management 

determines are in the best interests of its employees and stakeholders, or as required by federal, 

state, or local authorities. 
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INDEPENDENT AUDITORS’ 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 
 

Board of Trustees 

Arcadia Public Works Authority 

Arcadia, Oklahoma 
 

We have audited, in accordance with the auditing standards generally accepted in the United States, 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 Arcadia Public Works Authority, 

Arcadia, Oklahoma (the “Authority”), a component unit of the Town of Arcadia, as of and for the year 

ended June 30, 2020, and the related notes to the financial statements, which collectively comprise the 

Authority’s basic financial statements, and have issued our report thereon dated April 7, 2021.  Our report 

includes explanatory paragraphs which emphasize the fact that the financial statements include only that 

portion of the Town of Arcadia that is attributable to transactions of the Authority, note the exclusion of 

Management’s Discussion and Analysis and budgetary comparison information, a report qualification for 

the possible impairment of the water system, and the going concern uncertainty related to the dependence 

of the Authority on the Town of Arcadia to service debt and operate.   
 

Internal Control Over Financial Reporting 
 

In planning and performing our audit of the financial statements, we considered the Authority’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 opinion on the financial statements, but 

not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control.  

Accordingly, we do not express an opinion on the effectiveness of the Authority’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 

may exist that have not been identified.   

 (Continued) 
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INDEPENDENT AUDITORS’ 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, CONTINUED 

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether the Authority’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 an instance of noncompliance or other matter that is required to be reported under Government 

Auditing Standards and which is described in the accompanying schedule of findings and responses costs 

as Finding 2020-001. 

 

The Authority’s Responses to Findings 

 

The Authority’s responses to the findings identified in our audit are described in the accompanying 

schedule of findings and responses.  The Authority’s responses were not subjected to the auditing 

procedures applied in the audit of the financial statements and, accordingly, we express no opinion on 

them. 

 

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 Authority’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 Authority’s internal control and compliance.  

Accordingly, this communication is not suitable for any other purpose. 

 

 

 

 

 

Shawnee, Oklahoma 

April 7, 2021 

 



 

- 19 - 

 

ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

SCHEDULE OF FINDINGS AND RESPONSES 

Year Ended June 30, 2020 
 

 

FINDINGS RELATED TO THE FINANCIAL STATEMENTS WHICH ARE REQUIRED TO  

  BE REPORTED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 

2020-001  Required Reserve Accounts 

 

Criteria:  The Authority is required to establish separate reserve cash accounts for debt and 

asset reserves, per the 2007 loan agreement. 

 

Condition:  The reserve accounts were not established until 2011 and, as a result, the 

current balances in the accounts are not at the required levels. 

 

Cause:  The Authority was not aware of the requirement until 2011. 

 

Effect:  Authority is not in compliance with the loan/grant agreement. 

 

Recommendation:  The Authority should continue the monthly payments agreed upon with 

the USDA until the reserves are fully funded. 

 

Management’s Response:  The necessary accounts were established during 2011 and will be 

maintained as required. 
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ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

SCHEDULE OF PRIOR YEAR AUDIT FINDINGS AND RESPONSES 

Year Ended June 30, 2020 

 

 

SECTION II—FINANCIAL STATEMENT FINDINGS 

 

2019-001 Water System Not in Operation 

 

Criteria:  From 2008 to 2010, the Authority received grant and loan funds from the 

United States Department of Agriculture (USDA) to build a water distribution system for 

the Town of Arcadia.  The distribution system has been completed, but is not in operation. 

 

Condition:  The overall goal was to complete a water distribution system to enhance the 

community lifestyle and provide water to the Town’s residents.  The objective/goal is still 

not complete. 

 

Cause:  The Authority received loan and grant funds from the USDA in order to complete 

the construction of a water system for the residents of Arcadia, Oklahoma.  The funds were 

spent on supplies and labor utilized to construct the water system.  Once construction was 

completed, it was determined that the water produced by the system did not meet required 

health standards to allow the residents of the Town of Arcadia to utilize the water as 

expected.  The funds were spent on allowable costs; however, the Authority is unable to 

operate the water system.   

 

Effect:  While the monies were spent on allowable purposes, the overall goal to provide 

water services has not been met.  This could result in questioned costs for the Authority. 

 

Recommendation:  The Authority should continue to work with state and federal officials 

to develop a plan to provide water to its residents. 

 

Management’s Response:  The Authority now has potable water in accordance with DEQ 

standards through a contract with the City of Edmond.  Edmond installed a water line from 

Edmond to Arcadia and hooked it into Arcadia’s pump station and the Authority is now 

purchasing water from the City of Edmond.  The Authority is currently providing water 

services through the system to the residents of Arcadia.  USDA is very much aware of the 

situation, and there has been no request for reimbursement.  

 

Follow-Up:  This finding is considered cleared, as the Authority began providing water 

services during the year ended June 30, 2020. 
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ARCADIA PUBLIC WORKS AUTHORITY 

ARCADIA, OKLAHOMA 

 

SCHEDULE OF PRIOR YEAR AUDIT FINDINGS AND RESPONSES, CONTINUED 

Year Ended June 30, 2020 

 

 

SECTION II—FINANCIAL STATEMENT FINDINGS, CONTINUED 

 

2019-002  Required Reserve Accounts 

 

Criteria:  The Authority is required to establish separate reserve cash accounts for debt and 

asset reserves, per the 2007 loan agreement. 

 

Condition:  The reserve accounts were not established until 2011 and, as a result, the 

current balances in the accounts are not at the required levels. 

 

Cause:  The Authority was not aware of the requirement until 2011. 

 

Effect:  Authority is not in compliance with the loan/grant agreement. 

 

Recommendation:  The Authority should continue the monthly payments agreed upon with 

the USDA until the reserves are fully funded. 

 

Management’s Response:  The necessary accounts were established during 2011 and will be 

maintained as required. 

 

Follow-Up:  This is a repeat finding in the June 30, 2020, audit. 

 


