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INDEPENDENT AUDITOR'S REPORT

Benton County, Arkansas Officials and Quorum Court Members
Legislative Joint Auditing Commitiee

Report on the Financial Statements

We have audited the accompanying regulatary basis financial statements of the general fund, road fund, and other funds in the
aggregate of Benton County, Arkansas, as of and for the year ended December 31, 2013, as listed in the table of contents, and
the related notes to the financial statements. :

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial staterments in accordance with the financial
reparting provisions of Arkansas Code, as described in Note 1, to meet the requirements permitted by the State of Arkansas; this
includes determining that the regulatory basis of accounting is an acceptable basis for the preparation of the financial statements
in the circumstances. Management is also responsible for the design, implementation, and maintenance of internal controi
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 respansibility 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 siandards 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 misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entily'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 oplnion on the effectiveness of the entity's internal
contrals. 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 opinions.
Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1 of the financial statements, the financial statements are prepared by the County on the basis of the
financial reporting provisions of Arkansas Code, which is a basis of accounting other than accounting principles generally
accepted in the United States of America, to meet the requirements permitted by the State of Arkansas.

The effects an the financial statements of the variances between the regulatory basis of accounting described in Note 1 and
accounting principles generally accepted in the United States of America, although not reasonably determinable, are
presumed to be material.

Adverse Opinion on U.S. Generally Accepfed Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on U.S. Generally
Accepted Accounting Principles” paragraph, the financial statements referred to above do not present fairly, in accordance
with accounting principles generally accepted in the United States of America, the financial position of Benton County,
Arkansas, as of December 31, 2013, or the revenues, expenditures, and changes in net position and where applicable, cash
flows, thereof for the year then ended.
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Basis for Qualified Opinions on Regulatory Basis of Accounting

The County’s financial statements do not disclose all the required information concerning deposit rjsks. In our opinion,
disclosure of this information is required by the regulatory basis of accounting described in Note 1.

Qualified Opinions on Regulatory Basis of Accounting

In our opinion, except for the omission of the information described in the “Basis for Qualified Opinions on Regulatory Basis of
Accounting” paragraph, the financial statements referred to above present fairly, in all material respects, the regulatory basis
financial position of the general fund, road fund, and other funds in the aggregate of Benton County, Arkansas, as of
December 31, 2013, and the regulatory basis revenues, expenditures, and changes in net position, and the budgetary
comparisons for the general fund and road fund for the year then ended in accordance with the financial reporting provisions
of the Arkansas Code described in Note 1.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the accompanying regulatory basis financial statements. The
accompanying supplementary information and other information listed in the table of contents are presented for purposes of
additional analysis and are not a reguired part of the financial statements.

The supplementary information is the responsibility of management and was derived from and relates direclly to the
underlying accounting and other records used to prepare the financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the regulatory basis financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or {o the financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, except for the omission of the
information described above, the information is fairly stated, in all material respects, in relation to the regulatory basis
financial statements as a whole on the basis of accounting described in Note 1.

The other information has not been subjected to the auditing procedures applied in the audit of the regulatory basis financial
statements, and accordingly, we do not express an opinion or provide any assurance on such information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 7, 2015, on our consideration of
the County's internal control over financial reporting and on our tests of its compliance with certain provisions of the state
constitution, laws, regulations, contracts, and grant agreements and other matters. The purpoese of that report is to describe the
scope of our testing of internal contral over financial reporting and compliance and the results of that testing, and not to provide an
opiniocn 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 County's internal control over financial reporting and
compliance.

ARKANSAS LEGISLATIVE AUDIT
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Legislative Auditor

Little Rock, Arkansas
May 7, 2015
LOCO00413



Rep. Mary Broadaway
House Chair
Rep. Sue Scott
House Vice Chair

Sen. Jimmy Hickey, Jr.
Senate Chair
Sen. Linda Chesterfield
Senate Vice Chair

Roger A. Norman, JD, CPA, CFE, CFF
Legislative Auditor

LEGISLATIVE JOINT AUDITING COMMITTEE
ARKANSAS LEGISLATIVE AUDIT

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

INDEPENDENT AUDITOR'S REPORT

Benton County, Arkansas Officials and Quorum Court Members
Legislative Joint Auditing Committes

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States, the
accompanying regulatory basis financial statements of the general fund, road fund, and other funds in the aggregate of Benton County,
Arkansas, as of and for the year ended December 31, 2013, and the related notes to the financial statements; and have issued our report
thereon dated May 7, 2015. We issued an adverse opinion because the financial statements are prepared by the County on the basis of
the financial reparting provisions of Arkansas Code, which is a basis of accounting other than accounting principles generally accepted in
the United States of America. The effect on the financial statements of the variances between the regulatory basis of accounting
described in Note 1 and accounting principles generally accepted in the United States of America, although not reasonably determinable,
are presumed to be material. Howaver, with respect fo the regulatory basis of accounting described in Note 1, our opinions on the general
fund, road fund, and other funds in the aggregate were qualified because reguired disclosures were not made concerning deposit risks.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the County’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 the County's internal control.
Accordingly, we do not express an apinion on the effectiveness of the County's internal control, '

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not designed to identify all
deficiencies in internal control that might be material weaknesses or significant deficiencies and thersfore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below, we identified a certain deficiency in internal
control that we consider to be a material weakness.

A deficiency in infernal controf exists when the design or operation of a control does not allow management or employees, in the normai
course of performing their assigned functions, to prevent, or detect and correct 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 County's financial statements will not be prevented, or detected and corrected on a timely basis. YWe consider the following deficiency
to be a material weakness: :

2013-1 To ensure the proper safeguarding of assets, financial accounting duties relating fo initiating, recaipting, depositing, disbursing,
and recording transactions should be distributed among appropriate employees. The County officials, as specified in the Other
lssues section of this report, did not segregate these dufies to sufficiently reduce the risks of fraud or error and properly
safeguard the County's assels, because of limited financial resources. We recommend that the financial accounting duties in
gach office be segregated among employees to the extent possible.

The County officials, as specified in the Other Issues section of this report, responded and indicated that their offices will
segregate the duiies relating to initiating, receipting, depositing, disbursing, and recording transactions to the extent possible with
the current staffing levels.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County's financial statements are free fram material misstatement, we
performed tests of its compliance with certain provisions of the state constitution, laws, regulations, contracts, and grant agreements,
honcompliance 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 resulis 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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Entity's Response to Findings

The County's response to the findings identified in our audit is described above. The County's response was not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Other {ssues

The following issues are not significant deficiencies, material weaknesses, or material instances of noncompliance, but are issues that are
presented to assist in the efficient operation of the County.

The commentary contained in this section relates to the following officials that held office during 2013:

County Judge: Robert Clinard
Treasurer: Deanna Ratcliffe
Sheriff, Kelley Cradduck

Tax Collector: Gloria Peterson
County Clerk: Tena O'Brien
Circuit Clerk: Brenda DeShields
Assessor: Glenn “Bear” Chaney

Our audit procedures indicated that the offices of Treasurer, Tax Collector, County Clerk, Circuit Clerk, and Assessor were in
substantial compliance with Arkansas fiscal and f nancial laws. Moncompliance with state law was noted in the offices of County Judge
and Sheriff,

County Judge

The Comptroller did not reconcile the Claims Docket/Warrant and Transfer Register with checks issued by the County Treasurer on a
monthiy basis, as required by Ark. Code Ann. § 14-21-101.

Sheriff

The Sheriff's Office maintained a Sheriffs Communication Facility and Equipment Fund outside the County Treasury, as permitted by Ark.
Code Ann. § 21-6-307. Ark. Code Ann. § 21-6-307 sets aside 25% of Sheriff's fees to be used fo train operations staff, operate, equip,
repair, or replace existing communications equipment, purchase additional communications equipment, or improve a communication
facifity or system for a Sheriff's deparfment. The Sheriffs Communication Facility and Equipment Fund included disbursements that were
not for purposes allowed by law. By improperly using the SherifPs Communication Fagility and Equipment Fund, the Sheriff circumvented
laws that require expenditures to be appropriated and paid from the Gounty Treasury, based on an approved claim, as required by Ark.
Code Ann. §§ 14-20-103, 14-14-1102, and 14-24-104,

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 fo provide an opinicn on the effectiveness of the entity's internal control or an 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. However, pursuant to Ark. Code Ann. § 10-4-417, all reports
presented to the Legislative Joint Auditing Committee are matters of public record and distribution is nof limited.

ARKANSAS LEGISLATIVE AUDIT

%m.ﬁmn

June M. Barron, CFA, CFE
Deputy Legislative Auditor

Little Rock, Arkansas
May 7, 2015
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NOTE 1:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Summary of Significant Accounting Policies

A. Financial Reporting Entity

The County is a political subdivision of the state governed by an elected quorum court. The reporting entity
includes all the funds of the County.

Basis of Presentation - Regulatory Fund Accounting

The financial statements are presented in accordance with the regulatory basis of presentation as prescribed
or permitted by Arkansas Code. The law requires that the financial statements be presented on a fund basis
with, as a minimurn, the general fund and road fund presented separately with all other funds included in the
financial statements presented in the aggregate. This law also stipulates that the financial statements consist
of a balance sheet; a statement of revenues, expenditures, and changes in fund balances; a comparison of
the final adopted budget to actual expenditures for the general and road funds; notes to financial statements;
and a supplemental schedule of capital assets.

A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts recording cash and
other financial resources, together with related liabilities and residual balances, and changes therein, which
are segregated for purposes of carrying on specific activities or attaining certain objectives in accordance with
special regulations, restrictions, or limitations.

The following types of funds are recognized in the accompanying regulatory basis financial statements.

General Fund - The General Fund is used to account for and report all financial resources not accounted
for and reported in another fund. The General Fund heading as it appears in the financial statements
includes the following accounts: General, General investments, County Treasurer, Equalization Board,
County Collector, County Assessor, Health Insurance, Forfeiture, Park Patrol Beaver Lake, Gircuit Clerk's
Office, Jail Transport, Social Security Incentive, Public Defender, and Sheriff's Drug.

Road Fund - The Road Fund (Special Revenue Fund) is used to account for and report the proceeds of
gpecific revenue sources that are restricted or committed to expenditure for specified purposes other than
debt service or capital projects. The Road Fund accounts for and reports proceeds of state highway
turnback, property taxes, and federal aid that are restricted or committed for maintaining and constructing
roads.

Other Funds in the Aggregate - Other Funds in the Aggregate consist of all funds included in the financial
statements except for the General and Road Funds. The following types of funds are included in this
column as follows:

Special Revenue Funds - Special Revenue Funds are used fo account for and report the proceeds of
specific revenue sources that are restricted or committed to expenditure for specified purposes other
than debt service or capital projects. The following Special Revenue Funds are reported with other
funds in the aggregate: Treasurer's Automation, Coliestor's Automation, Assessor Amendment no. 79,
Emergency 911, Emergency Medical Services District (EMSD), Boating Safety, Support Collection
Cost, Arkansas Economic Development Septic System Installation Project Grant, Prosecutor's
Victim/MWitness, Judicial Collections, National Association of County and City Health Officials
(NACCHO) Grant, State Homeland Security Grant, Law Enforcement Training/Ts errorism Prevention
Grant, Arkansas Department of Environmental Quality (ADEQ) E-Waste Grant, Forensic Science
Grant, Internet Crimes Against Children, Geographic Information System (GIS) Justice Assistance
Grant, Sheriffs Communication Facility and Equipment, Aviation Grant, District Court Cost, County
Clerk's Cost, Drug Court, Adult Drug GCourt, Substance Abuse and Mental Health Services
Administration - Drug Court Grant, Juvenile Detention Center State Grant Aid, Supervised Visitation,
Circuit Court Juvenile Division, Juvenile Accountability Block Grant (JABG), Alternative Dispute
Resolution Grant, Depariment of Human Services Division of Youth Services (DYS) Title Ii, Voting
Systems Grant, Fire Protection (Act 833), Rocky Branch Rural Services Grant, Northeast Benton
County (NEBCO) Rural Services Grant, County Recorder's Cost, Court Automation, Jail Maintenance
Fine, Sheriff s Commissary, and Historical Preservation.
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NOTE 1:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Summary of Significant Accounting Policies (Continued)

B. Basis of Presentation - Regulatory Fund Accounting (Continued)

Other Funds in the Aggregate (Continued)

Capital Projects Funds - Capital Projects Funds are used to account for and report financial resources
that are restricted, committed, or assigned to expenditure for capital outlay, including the acquisition or
construction of capital facilities and other capital assets. The Capital Projects Fund is reported with
other funds in the aggregate.

Agency Funds - Agency Funds are used to report resources held by the reporting government in a
purely custodial capacity (assets equal liabilities). The following Agency Funds are reported with other
funds in the aggregate: Excess Commissions, County Judge's Planning Beard, Treasurer (Collector's
Unapportioned, Common School, and Checking Interest), Collector (Main, Bankruptcy, and Change},
Sheriff (Fee, Execution, Circuit Court Bonds, Forfeiture Assef, Court Bonds, Commissary, and
Emergency Travel), County Clerk (Fee and Trust), Circuit Clerk {Fee, Advanced Cost, Circuit Fine and
Court Costs, and Trusts), and Assessor (Copy).

C. Basis of Accounting

D.

The financial statements are prepared on the regulatory hasis of accounting as prescribed or permitted by
Arkansas Code. This regulatory basis differs from accounting principles generally accepted in the
United States of America. Revenues generally are recognized as soon as they are both measurable and
available except for Treasurer's and Collector's commission and Taxes apportioned — Assessor's salary
and expense which are recognized when earned. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter {o pay liabilities of the current period. For this
purpose, the government considers revenues to be available if they are collected within 60 days of the end
of the current pericd. However, most state aid received from the State Treasury is by state law revenue of
the year in which it was received by the government. Expenditures generally are recorded when a liability
is incurred. However, debt service expenditures, as well as expenditures related to compensated absences
and claims and judgments, are recorded only when payment is due. As aresult of the use of this regulatory
basis of accounting, capital assets and long-term debt are not recorded in these financial statements.

Assets, Liabilities, and Fund Balances

Cash and Cash Eguivalents

For the purpose of financial reporting, "cash and cash equivalents’ includes all demand and savings
accounts and certificates of deposit.

Setflements Pending

Settlements pending are considered fines, forfeitures, costs, trust funds, property taxes, excess
commissions, and excess Assessor's salary and expense that have not been transferred to the appropriate
entities.

Fund Balance Classifications

1. Restricted fund balance — amounts that are restricted when constraints placed on the use of resources
are either (a) externally imposed by creditors (such as through debt covenants), grantors, confributors,
ar laws or regulations of other governments; or (b) imposed by law through constitutional provisions or
enabling legislation.

2. Committed fund balance — amounts that can only be used for specific purposes pursuant to constraints
imposed by formal action of the Quorum Court.

-11-



BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE1: Summary of Significant Accounting Policies (Continued)
D. Assets, Liabilities, and Fund Balances (Continued)
Fund Balance Classifications (Continued})

3. Assigned fund balance — amounts that are constrained by the Quorum Court's intent to be used for
specific purposes, but are neither restricted nor committed.

4. Unassigned fund balance — amounts that have not been assigned to other funds and that have not
been restricted, committed, or assigned to specific purposes within the general fund. This
classification may alsc include negative amounts in other governmental funds, if expenditures incurred
for specific purposes exceeded the amounts restricted, committed, or assigned to those purposes.

E. Property Taxes

A lien attaches to the real property in January and on personal property in June of each year. Property
taxes are collectible beginning the first business day of March of the subsequent year, but are not
considered delinquent until after Cctober 15.

F. BudgetLaw
1. Legal Requirements

State law requires that the Quorum Court, before the end of each fiscal year, make appropriations, by
ordinance, for the expenditures of County government for the following year. The Quorum Court may
make appropriation amendments at any time during the current fiscal year. Appropriations lapse at the
end of each year. Under certain conditions, the budget may be amended subsequent to the year-end.

2. Accounting

The County prepared an annual budget on the reguiatory basis for the General Fund, Road Fund, and the
other operating funds except for the Sheriffs Communication Facility and Equipment Fund.

G. Fund Balance Classification Policies and Procedures

The Eounty's highest level of decision-making authority is its Quorum Court. The establishment of amounts
classified as commitied fund balances and any subsequent modifications to such balances are the result of
formal action taken by the Quorum Court through passage of an ordinance. The Quorum Court is
authorized to assign amounts to a specific purpose, although a formal policy has not been established.

The County does not have a policy addressing whether it considers restricted or unrestricted amounts to
have been spent when an expenditure is incurred for purposes for which hoth restricted and unrestricted
amounts are available. For classification of fund balance amounts, restricted resources are considered
spent before unrestricted. The County does not have a policy addressing which resources to use within the
unrestricted fund balance when committed, assigned, or unassigned fund balances are available. When
expenditures are incurred for purposes for which amounts in any of the unrestricted fund balance
classifications could be used, committed amounts are reduced first, followed by assigned amounts, and
then unassigned amounts,

NOTE 2: Cash

Deposit risks related to credit risk, concentration of credit risk, interest rate risk, and foreign currency rigk have not
been provided as required by Govemnmental Accounting Standards Board Statement no. 40.
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BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE 3: Legal or Contractual Provisions for Deposits and Investments

State law generally requires that county funds be deposited in federally insured banks located in the State of
Arkansas. The county deposits may be in the form of checking accounts, savings accounts, and time deposits.
Public funds may be invested in eligible investment securities having a maturity of not longer than 5 years from
the date of acquisition unless, as documented at the time of acquisition, the investment is to fund or support a2
specific purpose and there are no expectations that the investment will be sold before maturity, an Arkansas
bank certificate of deposit; an account established by a local government joint investment trust; or an Arkansas
financial institution repurchase agreement for eligible -investment securities in which the seller agrees to
repurchase the investment at a price including interest earned during the holding period as determined by the
repurchase agreement.

NOTE 4: Accounts Receivable

The accounts receivable balance at December 31, 2013 is composed of the following:

. General Road Other Funds
Description Fund Fund in the Aggregate
State aid ' $ 63,772 3 - 53,673
Federal aid $ 17,614 204,411 40,271
Property taxes 116,410
Sales taxes 521,857 57,084
Fines, forfeitures, and costs 50,319 1,435 12,210
Ofiicers' fees 31,585 161,299
911 service fees 138,468 58,080
Franchise fees 31,802
Jail fees 96,696 69,156
Local permit and fees 12,323
Inmate fees 4,638
Commissary commissions 9,502
Other 132,076 3,969 8,542
Treasurer's commission 109,749 56,883
Totals $ 1,032,830 g 499,746 $ 542,238

NOTE 5: Accounts Payable

The accounts payable balance at December 31, 2013 is composed of the following:

General Road Other Funds
Description Fund Fund in the Aggregate
Vendor payables $ 680,004 $ 247,090 $ 131,005
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BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE 6: Interfund Balances
Individual fund interfund receivable and payable balances are as follows:

Desember 31, 2013

Interfund Interfund
Fund Receivables Payables
General $ 38,420
Other Funds in the Aggregate:
Special Revenue:
Arkansas Department of Environmental Quality (ADEQ) EWaste Grant $ 10,799
Adult Drug Court 26,741
Department of Human Services - Division of Youth Services (DYS) Title | 880
Totals $ 38420 % 38,420

Interfund receivables and payables consist of interfund loans. These balances are expected to be repaid when
grant aid is received.

NOTE 7: Legal Debt Limit
A. Property Tax Secured Bonded Debt
_The County is subject to a constitutional limitation for bonded indebtedness equal to 10% of the total assessed
value for tax purposes of real and personal property as detemined by the last fax assessment. At

December 31, 2013, the legal debt limit for bonded debt was $410,102,634. There were no property tax
secured bond issues.

B. Short-term Financing Obligations
The County is subject to a constitutional limitation for short-term financing obligations equal to 2.5% of the
assessed vaiue of taxable property within the County as determined by the last tax assessment. At

December 31, 2013, the legal debt limit for short-term financing obligations was $106,705,105. There were
no short-term financing obligations.
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BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE 8: Details of Fund Balance Classifications

Fund balance classifications at Decamber 31, 2013 are composed of the following:

General Road Other Funds in
Description Fund Fund the Aggregate
Fund Balances:
‘Resfricted for:
General government $ 1,672,580
Law enforcement 3 4,371 870,111
Public safety 2,195,237
Health 11,433
Recreation and culture 283,773
Employee health insurance 1,754,615
Total Restricted ) 1,758,986 5,133,144
Corrritted for:
Law enforcement 26,960
Capital projects 743,240
Total Committed 770,200
Assigned to:
General government 417,853 62,723
Law enforcement 341,623 336,506
Highw ays and streets $ B09,334 )
Total Assigned 759,476 809,334 399,220
Unassigned 20,549,339
Totals $ 23,067,801 $ 809,334 -] 8,302,573

'NOTE9: Commitments

Total commitments consist of the following at December 31, 2013

December 31,
Description 2013
Long-term liabilities $ 1,251,409
Construction contracts 209,331
Total Commitments § 1460740
Long-Term Liabilities
Long-term liabilities at December 31, 2013 are comprised of the following:
December 31,
Description 2013
Compensated absences $ 1,251,409

Due to the County's regulatory basis of accounting, these liabilities are not recorded in the financial statements.
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NOTE 9:

NOTE 10:

NOTE 11:

NOTE 12:

NOTE 13:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Commitments (Continued)

Post Employment Benefits Other Than Pensions

The amount of any actuarially determined accrued liability for post employment benefils other than pensions was
not defermined.

Construction Contracis

The County was contractually obligated for the fallowing construction contracts at December 31, 2013:

Contract Balance
Project Name Completion Date December 31, 2013
Fisher Ford Bridge January 2015 $ 153,335
Rogers Building Remodel June 2014 55,996
Total Construction Confracts $ 209,331

Interfund Transfers

The General Fund transferred $3,175,894 to the Road Fund and $152,089 to Other Funds in the Aggregate to
supplement operations. The Other Funds in the Aggregate transferred $2,400,000 fo the General Fund in excess
County Recorder's Cost Fund monies and $512 to the General Fund for reimbursement of expenditures.

Prior Year Restatement

The beginning fund balances of the General Fund, Road Fund, and Other Funds in the Aggregaie were increased
by $89,008, $15,359, and $35,621, respectively, to restate for errors in the County's December 31, 2012 accounts
payable listing. .

Subsequent Events

On January 15, 2014, the County eniered into a $1,039,883 contract with AM. Cohron & Son Inc,, for construction
of the Fisher Ford Bridge project. The project is expected to be completed in January 2015.

On February 5, 2015, the Quorum Court -approved Appropriation Ordinance no. 0-2015-14 to appropriate
additional expenditures for the settlement of a lawsuit with the family of Faith Whitcomb, who died in the Benton
County Jail on May 3, 2012. The County agreed to pay $852,000 and fhe Association of Arkansas Counties Risk
Management Fund will pay $348,000 in settlerent to the deceased's family.

In April 2014, the Benton County Cemptrolier, Sarah Wilson, was terminated from employment with Benton County.
Subseguently, the County agreed to a seftlement, in the amount of $43,527 plus attorney fees of $5,000, to the
former comptroller for salary and benefits for six months. The County expects to pay $21,763 of the total
setilement and insurance coverage to provide the remaining $26,764.

Jointly Governed Organizations

Benton County Solid Waste District

Benton County and the cities in Benton County entered into an agreement pursuant to Ark. Code Ann. § 8-6-723,
creating the Benton County Soiid Waste District (BCSWD). The BCSWD was established in an effort to
adequately, reliably, and economically dispose of the cities’ and County's solid waste. The majority of funding
for the BCSWD comes from user fees and operating grants. Payments totaling $25,222 were made to the
BCSWD during 2013 and future funding is to be at the rate of $50 per capita of the County. Financial
statements may be obtained at Benton County Solid Waste District, 5702 Brookside Rd., Bentonville, AR 72712.
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NOTE 13:

NOTE 14:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Jointly Governed QOrganizations (Continued)

Ozark Regional Transit, Inc.

The County participates in the Ozark Regional Transit, Inc. {ORT), a joinlly governed organization. The ORT
provides transit services among the various locations of its members. The majority of the ORT funding is through
the Federal Transportation Administration (FTA), which includes both rural and urbanized area funding and local
funding that is provided by members of ORT. FTA rural funding is provided through the Arkansas Highway and
Transpertation Department. Other participants include Washington and Madison Counties, as well as other entities
within each of these counties. Benton County paid $15,000 in 2013 to ORT far their share of the transportation
benefits provided to its members. Financial statements may be obtaired at Ozark Regional Transit, 2423
E. Robinson, Springdale, AR 72764.

Risk Management

The County is exposed to various risks of loss related to torts; theft of damage to, and destruction of assets;
errors and omissions; and natural disasters. These risks are covered by commercial insurance purchased from
independent third parties and participation in a public entity risk pooi. The County purchases commercial
insurance for coverage of buildings and contents. The amount of settlements, If any, has not exceeded the
insurance coverage for each of the past three years. There were no significant reductions in insurance
coverage in the major categeries of risk from coverage in the prior year.

The County participates in the Association of Arkansas Counties Program (public entity risk pools) for coverage
in the following areas:

Workers' Compensation - This program provides statutory benefits for losses incurred by County officials,
employees, and volunteer fire fighters while performing work for the County. Rates for counties
participating in this program are revised annually based on the cost experience of the particular county or
group as determined by the Workers’ Compensation Commission.

Vehicle Program

A. Liability - This program may pay all sums the County legally must pay as damages because of bodily
injury, death, or property damage to which this agreement applies involving a covered county vehicle
and for which the County is liable. The limit of payment by the program is $25,000 for bodily injury per
person, $50,000 for bodily injury per accident, and $25,000 for property damage per accident. The
County shall pay into the program each year a charge established annually by the Risk Management
Fund Board for covered county vehicles owned or leased by the County.

B. Physical Damage - This program covers vehicles (excluding mobile equipment} which are the property
of the participating county. Property is valued at the full cost te repair or replace the property after
deduction for depreciation. Loss amounts payable will be reduced by the deductible amount of $500
per occurrence. The County agrees to pay into the program each year a service charge established
annually by the Risk Management Fund Board for covered property.

General Liability Program - The program shall provide legal defense in civil rights suits against the county
government of a participating county and pay judgments imposed on County officials and employees and
the county government and county-formed boards and commissions. Coverage is limited to $350,000 or
$500,000 per case with an annual aggregate of $350,000. The County agrees to pay into the program
each year a rate established by the Risk Management Fund Board. Each county also agrees to pay the
first $500 of the aggregate cost for all expenses on each lawsuit.

The County also participates in the Self-Insured Fidelity Bond Program administered by the Governmental Bonding
Board. This program covers actual losses sustained by the participating enity through any fraudulent or dishonest
act or acts committed by any of the officials or employees, acting alone or in coliusion with others, during the bond
period to an amount not exceeding the lesser of $250,000 or the armount of the bond. Premiums for coverage are
determined by the State Risk Manager and approved by the Board. These premiums are paid by the State
Treasurer from funds withheld from the County Aid Fund. There is a $2,500 ded uctible per occurrence.
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NOTE 14:

NOTE 15:

NOTE 16:

NOTE 17:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Risk Management {Continued)

The County has mutual aid agreements with various cities' fire departments and rural volunteer fire departments in
the County. Many of these departments are using County-owned fire frucks and other equipment. The County
retains ownership to all of the equipment that is loaned to these departments. These departments are required to
carry insurance coverage on all County-owned vehicles. These depariments are using Association of Arkansas
Counties Program (public entity risk pcol), the Arkansas Municipal League Program (public entity risk pool), the
Arkansas Public Entities Risk Management Association (public entity risk pool), and various private insurance
companies.

Arkansas Public Employees Retirement System
Plan Description

The County contributes to the Arkansas Public Employees Retirement System (PERS), a cost-sharing mulfiple-
employer defined benefit pension plan. PERS provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established by State
law and can be amended only by the Arkansas General Assembly. The Arkansas Public Employees Retirement
System issues a publicly available financial report that includes financial statements and required supplementary
information for PERS. That report may be obtained by writing to Arkansas Public Employees Retirerment
Systern, 124 W. Capitol, Suite 400, Little Rock, Arkansas 72201, by calling 1-800-682-7377, or on their website
WWW.apers.org.

Funding Policy

PERS has contributory and non-contributory plans. Contributory members are required by code to contribute
5% of their salary. Each participating employer is required by code to contribute at a rate established by the
Board of Trustees of the system based on the annual actuarial valuation. The County's contributions to the plan
for the year ended December 31, 2013 were $3,481,796.

Employees Self-Insured Benefits

The County participates in an Employee Self-Insured Benefit Plan. The-County is required to maintain a benefit
plan account which will be sufficient at all times to fund plan benefits and plan-related expenses. Insurance
premiums collected through payroll deduction for employee, spouse, and dependent coverage, and cobra and
retiree payments received totaled $536,700. Health insurance claims, administered by Blue Advantage, in the
amount of $4,229,204 were paid from this account and the Gounty coniributed $3,571,200 to this account. As of
December 31, 2013, the balance in this account was $1,754,615.

To safeguard against catastrophic claims loss, the County maintains an excess loss insurance policy (non-
participating) with American Fidelity Assurance Company that has the following features:

1. Aggregating Specific Attachment Point of $50,000.
2. Specific Attachment Peint of $125,000 per covered person.

interlocal Agreement with the Northwest Arkansas Regional Planning Commission

On February 24, 2012, Benton County entered into an interiocal agresment, for the year ending December 31,
2012, with the Northwest Arkansas Regional Planning Commission (Commission} for the commission to monitor,
evaluate, and report the likely effects that future proposed changes to stream standards and wastewater
discharge requirements may have on Northwest Arkansas pursuant to Ark. Code Ann. § 14-14-910. The County
subsequently extended the Interlocal Agreement through December 31, 2013. The County paid the Commission
an additional $20,000 in 2013 for the extension of the contract.
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BENTON COUNTY, ARKANSAS Schedule 3
OTHER INFORMATION
SCHEDULE OF CAPITAL ASSETS
DECEMBER 31, 2013
(Unaudited)

December 31,
2013

Land $ 5,125,347
Buildings 37,699,157
Equipment 29,098,860

Total $ 71,924 464
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