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State of Arkansas Construction Assistance 

Revolving Loan Fund Program 


Schedule of Expenditures of Federal Awards 


Year Ended June 30, 2016 


Federal Grantor/Pass-Through Pass-Through 
Grantor/Program or Cluster Federal CFOA Entity Identifying Passed Through Total Federal 

Title Nun"tler Nun"tler to Subrecipients Expenditures 

U.S. Environmental Protection 
Agency/Capitalization Grants 
for Clean Water State 
Revolving Funds 66.458 NI A $ 12,548,770 $ 12,851.963 

$ 12,548,770 $ 12,851 ,963 

Notes to Schedule 

1. The accompanying schedule ofexpendinll'es of federal awards (the Schedule) includes the 
federal award activity of the State ofArkansas Constmction Assistance Revolving Loan Fund 
Program (the Program) lmder programs of the federal government for the year ended 
Jlme 30, 2016. The accompanying notes are an integral pait of this schedule. The 
inf01mation in this schedule is presented in accordance with the requirements of Title 2 U.S. 
Code ofFederal Regulations Part 200, Unifom1 Administrative Requirements, Cost 
Principles, andAudit Requirements for Federal Awards (Unifo1m Guidance). Because the 
Schedule presents only a selected po1tion of the operations of the Program, it is not intended 
to and does not present the financial position, changes in net position, or cash flows of the 
Program. 

2. 	 Expendinires reported on the Schedule are repo1ted on the accrnal basis of accounting. Such 
expenditures are recognized following, as applicable, the cost plinciples in OMB A-1 10 or 
the cost principles contained in the Unifo1m Guidance, wherein ce1tain types of expendinll'es 
are not allowable or are limited as to reimbursement. The Program has elected not to use the 
10-percent de minimis indirect cost rate allowed lmder the Unifo1m Guidance. 

3. 	 Expendinires reflected in CFDA 66.458, Capitalization Grants for Clean Water State 
Revolving Funds, include loans to municipalities or other public entities for constrncting 
water treatment facilities. The fonding somce for these loans includes federal grant ftmds, 
state match ftmds and revolving Program ftmds. The fonds are disbursed to the subrecipients 
after expenses have been inclm ed as forgiveness ofprincipal and repayable loans. TI1e 
outstanding loan receivable balance for the year ended Jlme 30, 2016, was $235,527,678. 
Total disbursements for new loans made dming fiscal year 2016 totaled $981,809. For the 
year ended June 30, 2016, the Program received $303,193 in federal fonds for administrative 
costs. 
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Independent Auditor's Report on Internal Control Over 

Financial Reporting and on Compliance and Other Matters Based on an 


Audit of the Financial Statements Performed in Accordance with 

Government Auditing Standards 

The Commissioners ofArkansas 
Natural Resources Commission 

The Board ofDirectors ofArkansas 
Development Finance Autho1ity (ADFA) 

Little Rock, Arkansas 

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 basic financial statements of the State of 
Arkansas Construction .Assistance Revolving Loan Flmd Program (the Program), which comprise the 
statement ofnet position as ofJlme 30, 2016, and the related statements ofrevenues, expenses and 
changes in net position and cash flows for the year then ended, and the related notes to the basic financial 
statements, and have issued our repo1t thereon dated October 28, 2016, which contained an "emphasis of 
matters" paragraph regarding a definition of the repo1ting entity. 

Internal Control Over Financial Reporting 

Management of the Program is responsible for establishing and maintaining effective internal control over 
financial reporting (internal control). In planning and pe1forming our audit, we considered the Program's 
internal control to determine the audit procedures that are approptiate in the circumstances for the purpose 
of expressing our opinion on the financial statements, but not for the purpose ofexpressing an opinion on 
the effectiveness of the Program's internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Program' s internal control. 

A deficiency in internal control exists when the design or operation ofa control does not allow 
management or employees, in the n01mal course ofpe1fo1ming their assigned ftmctions, to prevent or 
detect and coITect tnisstatements on a timely basis. A matetial weakness is a deficiency, or a combination 
of deficiencies, in internal control such that there is a reasonable possibility that a matetial tnisstatement 
of the Program's financial statements will not be prevented or detected and coITected on a timely basis. A 
significant deficiency is a deficiency, or a combination ofdeficiencies, in internal control that is less 
severe than a matetial weakness, yet imp01tant enough to metit attention by those charged with 
governance. 

Our consideration of internal control was for the limited pmpose desctibed in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be matetial 
weaknesses or significant deficiencies. Given these litnitations, dmi ng our audit we did not identify any 
deficiencies in internal control that we consider to be matetial weaknesses. However, mate1ial 
weaknesses may exist that have not been identified. 

PraxitY..': 
MEMOEll • 

GLOBAL ALLIANCE Of 
I NDEP£NDENT flRMS 
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Compliance and Other Matters 

As pa1t ofobtaining reasonable assurance about whether the Program's financial statements are free of 
material misstatement, we perfonned tests of its compliance with ce1tain provisions of laws, regulations, 
contracts and grant agreements, noncompliance with which could have a direct and mate1ial effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective ofour audit and, accordingly, we do not express such an opinion. The 
results ofour tests disclosed no instances ofnoncompliance or other matters that are required to be 
repo1ted under Government Auditing Standards. 

Purpose of this Report 

The pmpose of this repo1t is solely to desctibe the scope ofour 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 rep01t is an integral patt ofan audit pe1fo1med in accordai1ce with 
Government Auditing Standards in conside1ing the Prograin's internal control and compliance. 
Accordingly, this communication is not suitable for any other pmpose. 

Little Rock, Arkansas 
October 28, 2016 
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Report on Compliance for Each Major Federal Program, on 

Internal Control Over Compliance and on Schedule of Expenditures of Federal 


Awards Required by Uniform Guidance 


Independent Auditor's Report 

The Commissioners ofArkansas 
Nanlral Resources Commission 

The Board ofDirectors ofArkansas 
Development Finance Authority (ADF A) 

Little Rock, Arkansas 

Report on Compliance for Each Major Federal Program 

We have audited the compliance of the State ofArkansas Constrnction Assistance Revolving Loan Fund 
Program (the Program) with the types ofcompliance requirements desclibed in the OMB Compliance 
Supplement that could have a direct and matelial effect on its major federal program for the year ended 
June 30, 2016. The Program's major federal program is identified in the summa1y ofauditor's results 
section of the accompanying schedule of findings and questioned costs. 

Management's Responsibil ity 

Management is responsible for compliance with the federal stanites, regulations, contracts and the te1ms 
and conditions of its federal awards applicable to its federal program. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance for the Program's major federal program based 
on our audit of the types ofcompliance requirements refeITed to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States ofAmelica; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and the audit requirements ofTitle 2 U.S. Code ofFederal 
Regulations Part 200, Uniform Admin;strative Requirements, Cost Pr;ndples, and Audit Requirements 
for Federal Awards (Unifo1m Guidance). Those standards and the Unifo1m Guidance require that we 
plan and pe1fo1m the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements refe1Ted to above that could have a direct and material effect on a major federal 
program occmTed. An audit includes examining, on a test basis, evidence about the Program's 
compliance with those requirements and pe1fo1ming such other procedures as we considered necessaiy in 
the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for its major federal 
program. However, our audit does not provide a legal dete1mination of the Program's compliance. 

PraxitY..': 
MEMOEll • 
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Opinion on Its Major Federal Program 

In our opinion, the Program complied, in all material respects, with the types ofcompliance requirements 
refeITed to above that could have a direct and mate1ial effect on its major federal program for the year 
ended June 30, 2016. 

Report on Internal Control Over Compliance 

Management of the Program is responsible for establishing and maintaining effective internal control over 
compliance with the types ofcompliance requirements refetTed to above. In planning and pe1fo1ming our 
audit ofcompliance, we considered the Program's internal control over compliance with the types of 
requirements that could have a direct and mate1ial effect on the major federal program to detennine the 
auditing procedures that are approp1iate in the circumstances for the purpose ofexpressing our opinion on 
compliance for the major federal program and to test and repo1t on internal control over compliance in 
accordance with the Unifo1m Guidance, but not for the purpose ofexpressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Program's internal control over compliance. 

A deficiency in internal contrnl over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the nonnal course ofperfo1ming their assigned 
ftmctions, to prevent, or detect and cotTect, noncompliance with a type of compliance requirement ofa 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination ofdeficiencies, in internal control over compliance such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and cotTected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type ofcompliance requirement ofa federal program that is less severe than a mate1ial 
weakness in internal control over compliance, yet important enough to metit attention by those charged 
with governance. 

Our consideration of internal control over compliance 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 
compliance that tnight be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be mate1ial weaknesses. However, 
mate1ial weaknesses may exist that have not been identified. 

Tue purpose of this repo1t on internal control over compliance is solely to desctibe the scope ofour 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Unifo1m Guidance. Accordingly, this repo1t is not suitable for any other purpose. 
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Report on Schedule of Expenditures of Federal Awards Required by Uniform Guidance 

We have audited the financial statements of the Program as of and for the year ended June 30, 2016, and 
have issued our repo11 thereon dated October 28, 2016, which contained an unmodified opinion on those 
basic financial statements. Our audit was pe1f 01med for the pmpose offo1ming an opinion on the basic 
financial statements. The accompanying schedule ofexpenditures offederal awards is presented for 
purposes ofadditional analysis as required by Unif01m Guidance and is not a required pa11 of the basic 
financial statements. Such info1mation is the responsibility ofmanagement and was de1ived from and 
relates directly to the underlying accOlmting and other records used to prepare the basic financial 
statements. The info1mation has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and ce11ain additional procedures, including compa1ing and reconciling such 
info1mation directly to the underlying accOlmting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedmes in accordance 
with auditing standards generally accepted in the United States ofAmerica. In our opinion, the schedule 
of expendinires of federal awards is fairly stated in all matelial respects in relation to the financial 
statements as a whole. 

Little Rock, Arkansas 
October 28, 2016 
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State of Arkansas Construction Assistance 

Revolving Loan Fund Program 


Schedule of Findings and Questioned Costs 


Year Ended June 30, 2016 


Summary ofAuditor's Results 

Financial Statements 

1. 	 The type ofreport the auditor issued on whether the financial statements audited were prepared in 
accordance with accounting principles generally accepted in the United States ofAmedca (GAAP) 
was: 

~ Umnodi.fied D Qualified D Adverse D l)isclaitiier 

2. 	 The independent auditor's repo11 on internal control over financial repo11ing disclosed: 

Significant deficiency(ies )? 0 Yes ~ None repo11ed 

Material weakness( es)? 0 Yes ~ No 

3. 	 Noncompliance considered matedal to the financial statements 
was disclosed by the audit? 0 Yes ~ No 

Federal Awards 

4. 	 The independent auditor's repo11 on internal control over compliance for the major federal awards 
program disclosed: 

Significant deficiency(ies )? 0 Yes ~ None repo1ted 

Material weakness( es)? 0 Yes ~ No 

5. 	 The opinion expressed in the independent auditor's repo11 on compliance for the major federal award 
was: 

~ Umnodi.fied D Qualified D Adverse D l)isclaimer 

6. The audit disclosed findings required to be rep01ted by 2 CFR 
200.516(a)? 0 Yes ~ No 
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State of Arkansas Construction Assistance 

Revolving Loan Fund Program 


Schedule of Findings and Questioned Costs (Continued) 

Year Ended June 30, 2016 


7. The Program's major program was: 

Cluster/Program 	 CFDA Number 

Capitalization Grants for Clean Water State Revolving Funds 	 66.458 

8. The threshold used to distinguish between Type A and Type B programs was $750,000. 

9. 	 The Program qualified as a low-Iisk auditee? 
~ Yes 0 No 

Findings Required to be Reported by Government Auditing Standards 

Reference 

Number Finding 


No matters are repo1table. 

Findings Required to be Reported by Uniform Guidance 

Reference 
Number Finding 

No matters are repo1table. 
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State of Arkansas Construction Assistance 

Revolving Loan Fund Program 


Summary Schedule of Prior Audit Findings 

Year Ended June 30, 2016 


Reference 
Number Summary of Finding Status 

No matters are reportable. 
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