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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 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, 2015, and the related notes to the 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 the financial
reporting provisions of Afk, Code Anni. § 10-4412, as described in Note 4, to meel the requirements permitted by the Stale 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 control relevant to the prepasation and fair presentation of financial statements that are free from material misstatement,

whether due to fraud or error.
Auditor's Responsibiiify

Qur respensibility is to express opinlons onthese financial statements based on our audit. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to financial audils
contained in Govemnment 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 obtaln audit evidence about the amounts and disclosures in the financial statements.
The pracedures 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 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 apinion on the effectiveness of the entity’s infernal
controls. 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 1o 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 siatements, the financial statements are prepared by the County on the basis of the
financial reporting provisions of Ark. Code Ann. § 10-4-412, which is a basis of accounting other than accounting principles
generally accepted in the United States of America, to mest the requirements permitted by the State of Arkansas.

The effects on the financial slatements of the variances between the regulatery basis of accounting described in Note 1 and
accounting principles generally accepted in the United States of America, athough not reasonably determinable, are

prasumed to be material,
Adverse Opinion on U.S. Generally Accepted 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 actepted in the United States of America, the financial position of Benton County,
Arkansas, as of December 31, 2015, 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 Ceunty’s financial statements do nat disclose all the required information conceming deposit and investment risks. in
our opinion, disclosure of this information is required by the regulatory basis of accounting described in Note 1.

Qualified Opinions on Regulatery 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, 2015, and the regulatory basis revenues, expenditures, and changes in net position, and the budgelary
comparisons for the general fund and road fund for the year then ended in accordance with the financial reporting provisions
of Ark. Code Ann. § 10-4-412 described in Note 1.

Other Matters
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 required part of the financial statements.

The supplementary information is the responsibility of management and was derived from and relates directly 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 additionat procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to 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 supplementary 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 subjscted 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 i,

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 26, 2017, on our
consideration of the County's internal conirol over financial reperting and on our tests of its compliance with certain
provisions of the state constitution, 1aws, regulations, contracts, and grant agresments and other matiers. The purpose of that
feport is to describe the scope of our testing of internal control over financial repoing 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 County's internal control over
financial reporting and compliance.

ARKANSAS LEGISLATIVE AUDIT
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Leopislative Auditor

Little Rock, Arkansas
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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 Quorurn Court Members
Legislative Joint Auditing Committee

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, 2015, and the related notes to the financial statements, and have issued our report
thereon dated January 26, 2017. We issued an adverse opinion because the financial statements are prepared by the County on the
basis of the financial reporting provisions of Ark. Code Ann. § 10-4-412, which is a basis of accounting other than accounting principles
generally accepted in the United States of America. The effects on fhe financial statements of the variances between the regulatory basis
of accounting described in Note 1 and accounting principles generally accepted in the United Stales of America, although not reasonably
determinable, are presumed to be material. Hewever, with respect to 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 required disclosures were not made concerning

deposit and investment 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 exprassing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectivensss of the County's internal conlrol.
Accordingly, we do not express an opinion 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 therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below, we identified certain deficiencies in internal
control that we consider to be a material weaknesses.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functiens, to prevent, or detect and correct misstatements an a timely basis. A material weakness is
a deficiency, or combination of deficiencies, ininternal 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. We consider the following

deficiencies to be material weaknesses:

2045-1 To ensure the proper safeguarding of assets, financial accounting duties relating {o initiating, receipting, depositing, disbursing,
and recording transactions should be distributed among appropriate employeess. The County officials, as specified in the Other
Issues section of this report, again did not segregate these duties to sufficiently reduce the risks of fraud or error and properly
safeguard the County's assets. We recommend that the financial accounting duties in each office be segregated among

employees 1o 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 duties relating to initiating, receipting, depositing, disbursing, and recording transactions te the extent possible with

the current staffing levels.

2015-2 Unauthorized Disbursements

State law, county poficies, and proper accounting procedures require expenditures to have a county business purpose and be
supported with adequate documentation.
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2015-2 Unauthorized Disbursements (Continued)

In conjunction with Benton County officials, we identified disbursements totaling $1,108,569 from the Cash Advance Travel
Fund (Travel Fund) that were undocumented andlor posted to the general ledger but not the travel log during the period
January 1, 2007 through September 7, 2016. The Senior Accounting Specialist, whose employment was terminated
September 7, 2016, was custodian of the Travel Fund. Also, the Senior Accounting Specialist appears to have charged
$30,037 in credit card purchases without an apparent business purpose during the period Oclober 7, 2015 through
September 5, 2016. A total of $1,136,606 in questionable and inadequately documented disbursements resulted from the
following internal control deficiencies:

»  Segregation of duties was lacking with respect to the Travel Fund. The Senior Accounting Specialist had physical
access to the $10,000 Travel Fund, which was reduced to $3,000 in March 2015, and had the authority to establish a
vendor in the computer system, issue purchase orders, prepare and process claims for payment, and monitor the
operating budget.

«  The Senior Accounting Specialist's procedure for replenishing the Travel Fund included the following processes:

o While posting the legitimate, documented travel disbursements to the general ledger, the Senior Accounting Specialist
posted additional undocumented dishursements to the same claim number.

o The original, physical copy of the claim presented fo the County Treasurer only included documented travel
disbursements. However, the tomputerized general ledger included the additional undocumented disbursements,
predominantly coded to fuel, and resulted in the County Treasurer issuing a check to the Travel Fund for significantly
more than the legitimate, documented travel expenses.

o The check issued 1o the Travel Fund was cashed, and the Senlor Accounting Specialist replenished the Travel Fund for
the legitimate, documented travel expenses, leaving the undocumented cash balance unaccounted for.

s The County Judge and Comptrolier did not review the individual claims and supporting documentation prepared by the
Senior Accounting Specialist for the Trave! Fund. The only review and approval of claims was performed by the
Accounting Manager using a batch report, which included all county claims.

¢ Management oversight was lacking with respect to review of claims and issuance of a court order as provided in the
example below:

o in August 2015, the County Treasurer's Office identified a variance of $5,875 when comparing the amount ($145) on
the ariginal, physical copy of the claim with the amount ($6,020) of the check issued for payment.

o The Senior Accounting Specialist, who was contacted to identify the cause of the variance, indicated a mistake had
occurred.

o OnAugusl 25, 2015, a Court Order by the County Judge voided the check for $6,020 issued to the Travel Fund by the
County Treasurer. The legitimate, documented travel disbursements were $145, and an undocumented amount for fuel
expense of $5,875 had been posted to the County Road Fund general ledger by the Senior Accounting Specialist.

o No further action was taken.

s The County Clerk did not properly safeguard claims, as required by Ark. Code Ann. § 14-23-105, in that many claims
related to these questionable disbursements were not maintained on file.

A lack of management oversight permitted these disbursements to be processed. Lack of adherence to stale laws, county
policies, and proper accounting procedures constitutes a significant control deficiency in the disbursements process. We
recommend County management implement procedures to ensure disbursements comply with state laws, county policies,
and proper accounting procedures and provide proper training for employees who disburse public funds.

This matter is currently under the investigation of the Internal Revenue Service and the Federal Bureau of lnvestigation.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County's financial statements are free from material misstatement, we
performed tests of its compliance with certain provisions of the state constitution, laws, regulalions, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed ro instances of noncompliance ot other matters that are required to be reported under
Government Auditing Standards.

Entity's Response to Findings

The County’s response to the findings identified in our audit is described above. The Counly'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.

Qther [ssues
The commentary contained in this section relates to the following officials that held office during 2015:

County Judge: Rabert Clinard

Treasurer: Deanna Ratcliffe

Sheriff. Kelley Cradduck

Tax Collector: Gloria Peterson

County Clerk: Tena QO'Brien

Circuit Clerik: Brenda DeShields

Assessor:  Glenn "Bear” Chaney (resigned February 26, 2015)
Linda Hambrick (appointed March 18, 2015)

Our audit procedures indicated that the sbove offices of Sheriff, Tax Coltector, Circuit Clerk, and Assessor were in substantial
compliance with Arkansas fiscal and financial laws. Noncompliance with state law and accepted accounting practices was noted in the
offices of County Judge, Treasurer, and County Clerk.

Purpose of this Repoert

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the resuit of that testing,
and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the entity's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose. However, pursuant to Ark. Gode Ann. § 10-4-417, all reports
presented to the Legislative Joint Auditing Committee are matters of public record and distribution is not limited.

ARKANSAS LEGISLATIVE AUDIT

ok Jael

Marii Steel, CPA
Deputy Legislative Auditor

Little Rock, Arkansas
January 26, 2017



{THIS PAGE INTENTIONALLY LEFT BLANK}



-g-

‘Sjuswalels [eoLelly asay) jo ved [eibaju ue aie sajou BuiAuedwoooe ayg

BLFBIOVE § 266255 $ SE6LPLFE $ SIDONVIvE ANND ONY S3LLITIEVI TvLOL
126'9.8', gl goc 9E6'ELL YT saoueleqg pund |g1o]
(18z°L8) 699'622°cE paubisseun)
PE90LL'Z +81'89¢ 6OL'g6F paubissy
€S8PV PajHILIOD
L0L'08L'Y 00L'98¢ paloLsey
'S90UBjEE PUn4
LSS 0vL'GL Pl PRL _LB6'EEY sangen 20l
£12'e8Z'0L Buipuad slusuales
625°2¢ 1.0'0 sa|qeied punya
SPL'vEY 8 €0L'841r 8 LBB'EES & aqeded sunoooy
‘Saniae

SIONYIVE NN ANV SALLUGYI

2.t'6L9'PE § 256'256 % GEB'IVL'PE S1ISSVY IVILOL
oo9'ge SVYGEAIDID] PUNPIBU|
26.'20% 29£'525 §51'002'+ 9|QBAIS03] SJUNOIDY
Z68'8LY'8 SIUBLLISOALL
089'9LZ¥Z $ 966'/2 $ 28C're0'SL $ sjuateanba YseD pue useD
S1388VY

2lEbBIbbyY peoy [BEER)
alyu

spun Ao

$10Z ‘LS ¥3aW3o3a
SISYE AHOLYINDIY - 133HS FONVIvE
¥ Hamx3 SYSNYMHY ‘ALNNOD NOLNIE



g uaiuxg

qov'vLL'S vLE LB]'EL P00LL'EY
l 645'¥2E
1ee'ee
BLY 006 LBE'ZS
962 L6e
¥3E'1L26 SOF'E06'
BS6'8EL PLE'L68'CL
IZL'ELEL 190’685 'E2
$29'99€'L Ivl'80%'GL
wrL'BL0' L LeL'ozr'e gL6'601 9t
1056 288’61 SL¥'E8
SY9'/80'L c£L0'0PY'S £68'CHL'OY
008892 FEYAR:) LZO'PPL'L
00’ Les'e
000'061L L90'029°L
oy LpE
998'919
85F'EGL
S0e'vZ
S58'L0E
€16'2C Siv'IGL'T
LA9'8¥L
1G1'289 £05'0L%
866'¥RE
688'161L'2 LEZZ'TYS
1G9 S9¢ oog'ye
Se2'e69 266'L2 6bR'€R0'L
Zs0°gL8 L1GL0LE'L
ZZ6'9e0°L LL8'PPLE 900'992'22
966° 409 LA LOE £€98'062
ZEL'6LL g 688516 $ ove'oo0'e $
ayebaibby peoy |elauas)
a4 u
spund =2ylo

|Nr

STUNLIANIAX3 TVLOL

S20IAISS [BID0G

2IN}No pue uonealaay

iesH

uonelues

Ages anand

s19045 pue sAemybiH

WISWSTI0IUD MET

uawwaaoh jereuso
quanng
SIANLIANISX3

SIANNIATY L3N

UOISSILILWIC) S aanseal) (S$97
SINNIAIHE TVLOL

BYo
asuadxa pue Alees S,J0SS258Y - paucipodde saxe)
UOISSILILLOD $,10139)10D
UOISSILUILIOD $J2INSEL)
Pa103}e9 swhwaid asuensu
SUOISSILILIOD AJBSSILUWOD)
529} 91w

$23) pue sywiad [esot

$294 [ler

S99} 9siyouRlS

S99} BOIIDS L6

$33] B2IAISS SIUBINGY

s93) SIANU0

pEETEMN]

S]S02 pUE 'SaUnyiRp0) “sauld
SOxXE) 59|BS

saxe] Apadotd

pie |esepad

Pl 21815

SIANNIAIY

SL0Z 'Le W3EWI O304 Q3ANI dvdA JHL 104

SISYE AHOLYIND3H

- SIONYIVE NN NI SIONVHD ANY ‘STANLIANISXT "'SINNIATY 20 INTWILYLS
SYSNYMHY 'ALNNOD NOLN3E



lml

-SJUBLUS|E]S jeueUy 95at) 4o Wed jeiBajul ue sue sajou BulAueduwoase ay|

/Z6'828°2 $  P8L'B9E 0§ BEBELLYZ & 1€ H3aN3D3J - STIONYIVE NN

£9/'0S4'S 651'058 092'€E6'6Z L ANYNNYT - SIONYIYE aNNd

¥ol'9Z1'2 (526184} (zzg'sL8'L) S3SN ¥IHLO ANV STUNLIANIX3 (M3anNn}

HIAQ SADHNOS HIHLO ANY SANNIATY 40 $832X3

Sey'pze'L 80Z'S66'C (c69'612'S) (838N) S3I0HNOS DNIDNYNIZ ¥IHLO TW10L

(800'958'1) (969°cr0'L) no s1s)sURl]

£6+°080'C 20Z'G66'C €00'vee’L Uy S19ySUed)

(338N} SIDHUNOS DNIDONYNIS ¥IAHLO

56,9206 § (ERLLFY) § 129'66€C $ SINNLIANIAXT

(33aNN) ¥3A0 SANNIATY 40 SSIOX3
Jebaibby pECH [2lauas)
au ut

spun Ui

§10Z ‘1€ H38W3I03A Q3ANS JY3A ML 804
SISYE AYOLYIND3IY
- SAONYIVE ANNA Ni SIONYHD ANY 'STHNLIANISXZ ‘SINNIATY 40 INIWNILYLS
g nqux3 SYSNWHY "ALNNOD NOLN3G



lml

LZE' LY L PLE'ZGB'CL L$0'QEY'SL 906'259'L LFO'OLL'EY £56°29E'05 STAUNLIONIIX3 1vL10OL
LiZ'rl 64G6'¥2E 96/ '8EE SO0IAIDS [BID0S
ESQ'T LBE'eS 0SH'¥S weay
08L'c0L £58°16¢ BEQ'SEY LUONBHUES
Z66'0LZ SOP'E06'Z LBE'0ZL'E Alajes o|angd
LZELPE'L PLE'ZBB'EL LP9'9ER'S L s189.415 pue sAemubiH
Lio'gye L90'69S°EZ 8L0°L1B'EC WBWIBDICHS MeT
LP8LO0'L L¥2'99Y 5L PE5'9E5'CE JuaLILIDA0E [BJouss)
Juaund
S3IHENLIAN3dX3
(06L°LOL'E) LEL'OTY'E L1ZE'125°2L (L8S'SPL'D) 8L6'60L'BF 505'€58°0S SINNIAZY LIN
81105l 288'6l 000°0LL 525969 Siv'ER 000089 UOISSIULUIOS SJOINSED | [$597
{30£'152'S) cLO'0bP'8 L2e'1L69'ZL (ZLL'0PE'S) £eL'EE1L'op S0G'ees' LS S3NNIAIY TW1OL
G1L2°152) [l AN 005'590°i (gge'eeg’t) LZ0'PPL'L 068'/9¢'2 #yo
(¥66'8E6) 900°194't 000'00S't asuadxe pue Alejes s,J0Ssassy - pauoiodde saxe)
(6c6'622) Lo0'0Z9'L 000’058 UOISSILIWOD §,10109(|00)
(026'851) 0cy' LS 000°00% LOISSIILWIOD §,12INSeal|
(pES'¥6L'E) 998'0L9 00F LLb'P pajoa|02 swniwald aouesnsu|
86+'eG1L 25P'ES| SUDISSILULLIOD AIBSSILILLDT)
S0e've S0E'¥PZ sag) Sjewu|
55848 552'L0E 000'vL2 s39} pue spuuad [eooT
G00'CL6 Gi¥'.GL°E 0Lv'veLL s29} jlep
L2991 LL9'8FL poo'zel S99] 9sIUOUE
(16t'601) £05'0LY 000'08S $99] 90IMBS |16
LTTYLL L22'2%S 000°gsE $984 5193140
(Geg) S9E 006 (LIr'E) 00E'vE bLLLE 1same
265’9 g65'te 000'S4 (zoL'og) 6+2'CBO'L QGG ELL L SIS0D pue 'S2UNNSLIQ) 'saul L
LSL'0L LSE'0LE'L 000'00E’L sSoxe} s9eg
(zeg'sy) LL9'vPL'E £92'00L'e gzZ'ae 900'092'22 184'922'22 saxel Auadold
(682'259°2) LLLEOE 000'¥56'C {r69'coL) £98°05¢ LGSy pie jeiopa-
(92'288) §  688°IGL'S 960'S6Y'S (pee'99) $ 9pe'oe0's §  Ov¥LZEL'E § pIE 81E1S
SIANNIATY
(aIgeioneun) [ENPY 1obpng (a1geI0n8UM) 1enoy w2bpng
BRIOAE 4 2jqeIOAE 4
aoueleA BOUBLEA
peoy IR

S10Z "1€ ¥IAGWIDIA Q3ANT HVIA IHL HOA4
SISVE AHOLVINDIY - SANNL vOd OGNV TYH3INIO - IvNLDY ANV 130ang
- SIDNYIVE GNNZ NI STONVYHD ANV 'STUNLIANTJXT 'SINNIATH 40 INJWILYIS
2 X3 SYSNYMHY 'ALNNOD NOLN3S



~0L-

‘SjUBLISIEIS [BIDUeL 3say) yo ped jeufain ue are sajou BuiAuednoooe sy |

0L ¥952) ¢ 2 PBL'ROE  §  9B8ZE6T & 767696 $  BEGELL'YE § LL0LetrL §
(L¥8'+.L9) 651058 000'GES' L 090'9£8°6 09.'2£6'52 00.'260'21L
(£9g's82'L) (526'18%) 888°L0%'1 (e€1'c02) (zzg'sLe'L) (689'91L9'})
(000'082) 802'666'¢C 20Z'SeL'Y (Z5°2LL°E) (£69'612'S) (L¥2' L0L'D)
(Gsr'ecl's) (969°E¥0' 1) (kvZ'206'E)
(oo0'0c2) BOZ'666'C Q02'SZ.'¥ £00'PE £00'PZ8°L 000'008°L
(cog'egl 1y & (est2iv'v} §  {(0ZEZLEE) § 61E£°606'C § 1/8'66E'C $ 255'06¥ S
[EGEIEIERY |enioy 1ebpng (s1a210ABILN) ENOY 18bpng
a|qeJoae 4 a|qeione
2IUBLIEA SouBLBA
peOy |ejauasy

O Haux3

51L0Z 'Ie W3IENIOIA A3AN3 Jv3A IHL JOS

LE H3E9NT03A - STONYIVE ANN
‘| AYVYNNYE - STONYIVE aNNA

S$ISN ¥IHLC ANY SIHNLIANIJXI (4IaNm)
H3A0 SIDEN0S YIHLO ANV SANNIAIYE 40 S53D3

(§35N) SIDUNOS DNIDNYNId Y3HLO WLICL

NO S13jsuell
Ul SI9ySUBL)
{s3SM) §32HNOS ONIONVNIL ¥IHLO

SIUNLIANIIXA
(M3ANM) ¥3A0 SINNIATH 40 S830X3

SISYE AYOLYINDAY - SANNS AvOd ANY TYHaINID - TYNLIvY ANY L30aNg
- S3ONYTYE ONNd NE STONYHD ANV ‘STHNLIANISX3 'SANNIATH 20 INIWILVYLS

SYSNYMHY 'ALNNOD NOLNIE



(THIS PAGE INTENTIONALLY LEFT BLANK})



NOTE 1:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

Summary of Significant Accounting Policies

A,

Financial Reporting Entity

The County is a pofitical subdivision of the state governed by an elecled 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
ar parmitted by Ark, Code Ann. § 10-4-412. The law requires that the financial statements be presented on a
fund basis with, as a minimum, 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; noles 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 resourcss, tagether with related liabilities and residual balances, and changes therein, which
are segregated for purpeses of carrying on specific activities or att@ining 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 ancther fund. The General Fund heading as it appears in the financial statements
includes the following accounts: General, County Treasurer, Equalization Board, County Collecter, County
Assessor, Heaith Insurance, Park Patrol Beaver Lake, Circuit Clerk’s Office, Detention Facility, Social
Security Incentive, Sheriff's Drug Fund, Aviation Grani, Law Enforcement Terrorism Prevention Grant,
Public Defender, and Sheriffs Commissary.

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

roads.

Other Funds in the Aguregate - 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 to 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, Collectors Automation, Circuit Court Automation,
Assessor Amendment no. 79, County Clerk’s Cost, County Recorder's Cost, Support Collections Cost,
Communication Facility and Equipment, Jail Maintenance, Boating Safety and Enforcement,
Emergency 911, Emergency Medical Services District (EMSD) County Levy, Victim/MWitness, Drug
Court, Public Safety, Circuit Court Juvenile Division, District Court Cost, Circuit Clerk Commissioner's
Fee, Judicial Collections, Federal Forfeitures, North East Benton County Emergency Medicat Services
District (EMSD), Historical Preservation, State Homeland Security Grant FY13, Law Enforcement
Training/Terrorism Prevention Grant, North East Benton County (NEBCO) Rural Services Grant,
Hazard Miiigation Grant, Juvenile Detention Center State Grant Aid, Juvenile Accountability Block
Grant (JABG), Altermative Dispute Resolution Grant, Court Improverent Program Grant, Adult Drug
Court Discretionary Grant FY 13, Substance Abuse and Mental Health Services Administration — Drug
Court Grant, Bentan County Veterans Treatment Court Grant, Chaplains General Improvement Grant,
Arkansas Department of Environmental Quality (ADEQ) E-Waste Grant, Drug Control, and Arkansas
Economic Development Seplic System Instalfation Project Grant.




NOTE 1:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

Summary of Significant Accounting Policies (Continued)

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

Other Funds in the Aggreqate (Continued

Capital Projects Funds - Gapital 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 capilal facilities and other capital assets. The following Capital Projects Fund is
reported with other funds In the aggregate: Capital Projects.

Agency Funds - Agency Funds are used to report resources held by the reporting government in a
purely custodial capacity (assels equal liabilities). The following Agency Funds are reported with other
funds in the aggregater Excess Commissions, County Judge's Planning Board, Treasurer {Collector's
Unapportioned), Colector (Main, Bankruptcy, and Change), Sheriff (Fee, Execution, Circuit Court
Bonds, Forfeiture Asset, Court Bonds, Commissary, and Emergency Travel), County Clerk (Fee and
Trust), Gircuit Clerk (Fee, Advanced Cost, Circuit Fine and Court Costs, and Trusts), and Assessor

(Copy).
Basis of Accounting

The financial siatements are prepared on the regulatory basis of accounting as prescribed or permitted by
Ark. Code Ann. § 10-4-412. 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 theresfter to 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 period. 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 wel as expenditures related to compensated
absences and claims and judgments, are recorded only when payment is due. As a resull 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 Equivalenis

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

Investments
Investments are reported at fair value,

Settlements Pending

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

entities.

Fund Balance Classificalions

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, contributors,
or 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 formai action of the Quorum Court.

12-



NOTE 1:

NOTE 2:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

Summary of Significant Accounting Policies (Continued)

D. Assets, Liabilities, and Fund Balances (Continued)

Fund Balance Classifications (Continued)

3. Assigned fund balance — amounts thal 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 also include negative amounts In other governmental funds, if expenditures incurred
for specific purposes exceeded the amounts restricted, committed, or assigned to those purposes.

Property Taxes

A lien aftaches 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 delinguent until after October 15.

Budget Law
1. Legal Requirements

State law requires that the Quorum Court, before the end of each fiscal year, make appropriations, by
ardinance, 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 regulatory basis for the General Fund, Road Fund, and the
other operating funds.

Fund Balance Classification Policies and Procedures

The County's highest level of decision-making authority is its Quorum Court. The establishment of amounts
classified as committed 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 both restricted and unrestricted
amounts are available. For classification of fund balance amounts, restricted resources are considered
spent before untestricted. 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. VWhen
expenditures are incured for purposes tor 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.

Cash and Investments

Deposit and investment risks related to credit risk, concentration of credit risk, interest rate risk, and foreign
currency risk have not been provided as required by Governmental Accounting Standards Board Statement no. 40,

13-



NOTE 3:

NOTE 4:

NOTE 5:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

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 a
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
financlal instituion repurchase agreement for eligible invesiment securities in which the seller agrees to
repurchase the invesiment at a price including interest earned during the holding period as determined by the
repurchase agreement.

Public Fund Investments
A summary of investments by fund types is as follows:

December 31, 2015

Fund Type Fair Value

General Fund $ 8,418,482

These invesiments are composed of the following:

December 31, 2015

Investment Type Fair Value
Municipal Bonds § 201,210
Morigage Backed Government CMO Securities 8,217,682
Total $ 8,418,802

* Cost values for investments were not maintained.

Accounts Receivable

The accounts receivable batance at December 31, 2015, is composed of the following:

General Road Other Funds
Description Fund Fund in the Aggregale
Federal aid $ 21,687 5 228,048
Property taxes 251,220 140818 3 19,203
Sales taxes 614,713
Fines, ferfeitures, and costs 87,393 1,260 28,282
Officers' fees 30,548 192,488
911 service fees 62,640
Franchise fees 36,047
Jall fees 45,008 38,465
Local permits and fees 25,262
Other 81,625 40 865
Treasurer's corrission 2,562 154,208 60,955
Totals $ 1,208,155 3 525,362 $ 402,798

-14-



NOTE 6.

NOTE 7:

NOTE &:

NOTE ¢9:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

Accounts Payable

The accounts payable balance at December 31, 2015, is composed of the fallowing:

General Road Cther Funds
Description Fund Fund in the Aggregate
Vendor payables 3 633,997 3 178,703 $ 424,745

Interfund Balances

Individual fund interfund receivable and payable balances are as follows:

December 31, 2015

Interfund Interfund
Fund Receivables Payables
General $ 38,600
Road $ 6,071
Other Funds in the Aggregate:
Special Revenue:
Jail Maintenance 78
Emergency 911 404
Victim/\Witness 118
Judicial Collections 43
State Homeland Security Grant FY13 2,500
Substance Abuse and Mental Health Services and
Administration - Drug Court Grant 29,386
Totals $ 8600 § 38,600

Interfund receivables and payables consist of interfund loans. These balances were repaid by February 1, 2016.

Legal Debt Limit

A.

Property Tax Secured Bonded Debt

The County is subject 10 a constitutignal limitation for bonded indebtedness equal to 10% of the total assessed
value for tax purposes of real and personal property as delermined by the last tax assessment. At
December 31, 2015, the legal debt limit for bonded debt was §418,441,728. There were no property tax
secured bond issues.

Short-term Financing Obligations

The County is subject te a constitutionat limitation for short-term financing obligations equal to 2.5% of the
assessed value of laxable property within the County as delermined by the last tax assessment. At
Decernber 31, 2015, the legal debt limit for short-term financing obligations was $109,214,807. There were
no short-term financing obligaticns.

Federal Funds Program Compliance

Benton County's federal grants were in the process of being audited in accordance with federal program
requiremenis and therefore, any instances of nencompliance with federal grant requirements have nol been
determined. Disbursements that are not in accordance with the federal program requirements are subject to

reimbursement by the County.

-15-



BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 10: Details of Fund Balance Classifications

Fund balance classifications at December 31, 2015, are composed of the following:

General Road COther Funds in
Description Fund Fund the Aggregate
Fund Balances:
Restricted for:
General government 3 1,882,207
Law enforcement 578,659
Public safety 1,882,522
Heatth 169,725
Recreation and culture 267,498
Employee health insurance 3 386,100
Total Restricted 386,100 4,780,701
Cornmitted for:
Law enforcement 33,217
Capital projects 391,638
Total Committed 424,853
Assigned to:
General government 314,791 126,700
Law enforcement 183,378 97,800
Highw ays and streets $ 368,184
Health 61,275
Capital projects 2,424 879
Total Assigned 498,169 368,184 2,710,654
Unassigned 23,229,669 (37,281)
Totals 3 24,113,938 $ 368,184 ] 7,878,927

NOTE 11: Deficit Fund Balances
The following funds have deficit fund balances as of December 3, 2015

December 31, 2015

Other Funds in the Aggregate:
Special Revenue:

State Homeland Security Grant FY 13 $ (2,500)
Substance Abuse and Mental Health Services Administration - Drug Court Grant (34,781)
Total $ (37.281)

NOTE 12: Commitments

Total commitments consist of the following at December 31, 2015!

December 31,

2015
Long-term liabilities $ 1,442,490
Construction contracts 2,714,657
Total Commilments $ 4,157,147



NOTE 12:

NOTE 13:

NOTE 14:

NOTE 15:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

Commitments (Continued)

Long-term Liabilities
Long-term liabilities at Decerber 31, 2015, are comprised of the following:

December 31,
2015

Compensated absences § 1442490

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

Post Employment Benefits Olher Than Pensions

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

Construction Contracts
The County was contractually obligated for the following construction contracts at December 31, 2015:

Contract Balance

Project Name Conpletion Date Decerrber 31, 2015
Courthouse Renovation Septerrber 19, 2016 $ 2,681,690
Jail Addtion February 28, 2017 (Estimated) 32,067

Total Construction Contracts $ 2,714,657
Interfund Transfers

The General Fund transferred $3,995,208 to the Road Fund and $3,048,488 fo Other Funds in the Aggregate to
supplement operations and for capital projects. Other Funds in the Aggregate transferred $1,800,000 to the
General Fund in excess County Recorders Cost Fund, $24,000 for drug buy operations, and $3 for
reimbursement of expenditures. Within the Other Funds in the Aggregate, the Communication Facility and
Equipment Fund transferred $32,005 to the Jail Maintenance Fund to suppiement opegrations.

Subsequent Events: Construction Contract

On February 3, 2016 the County entered into a $238,140 construction manager contract with Nabholz Construction
Corporation. The County subsequently entered into various contracls totaling $1,428,320 during 2016 for jail
expansion costs. The projectis expected to be completed February 28, 2017,

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 Solid 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 2015 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.



NOTE 16:

NOTE 16:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

Jointly Governed Organizations (Continued}

Qzark Regional Transit, Inc.

The County participates in the Ozark Regional Transit, inc. {ORT), a joinlly governed organization. The ORT
provides transit services amang 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
Transportation Department Other participants include Washington and Madison Counties, as well as other entities
within each of these counties. Benton County paid $15,000 in 2015 to ORT for their share of the transportation
benefits provided fo its members. Financial statements may be obtained 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 commetrcial insurance purchased from
independent third parties and participation in a pubtic entity risk pool. The amount of settiements, 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 categories 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 volunieer 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 Fiable. 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 propery 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 to repair or replace the property after
deduction for deprediation. 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 righls 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 per
case with an annual aggregate of $350,000. The County agrees ta pay into the program each year a rate
established by the Risk Management Fund Board. Each counly also agrees to pay the first $500 of the
aggregate cost for alf expenses on each lawsuit. :

The County also participates in the Self-Insured Fidelity Bond Program administered by the Governmental Bonding
Board. This program covers aclual losses sustained by the parficipating entity through any fraudulent or dishonest
act or acts commitied by any of the officials or employees, acting atone or in collusion with others, during the bond
period to an amount not exceeding the lesser of $250,000 or the amount 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 deductible per occurrence.



NOTE 16:

NOTE 17:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015

Risk Management {Continued}

The County has mutual aid agreements with various cities’ fire departments and Tural volunteer fire depariments in
the County. Many of these departments are using County-owned fire trucks and other equipment. The County
retains ownership to alt of the equipment that is loaned to these depariments. These departments are required to
carry insurance coverage on all County-owned vehicles. These departments are using Assoclation of Arkansas
Counties Program {public entity risk pool), 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 (APERS), a cost-sharing
multiple-employer defined benefit pension plan. APERS, administered by a Board of Trustees, provides
retirement and disability benefits, annuai 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 APERS. That report may
be obtained by writing to Arkansas Public Employees Retirement System, 124 W. Capitol, Suite 400, Little Rock,
Arkansas 72201, by calling t-800-682-7377, or on their website www.apers.org.

Funding Policy
APERS has contributory and non-contributory plans. Contributory members are required by State faw to
contribute 5% of their salary. Each participating employer is required by State law 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, 2015, were $3,619,399.

Net Pension Liability

The Gounty's proportiohate share of the collective net pension liability at June 30, 2015 (actuarial valuation date
and measuremeni date) was $25,454,412.

NGTE 17: Employees Self-insured Bengfits

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 $616,866. Health insurance claims, administered by Blue Advantage, in the
amount of $4,922,470 were paid from this account and the County contributed $4,050,990 to this account. As of
December 31, 2015, the balance in this account was $386,100.

To safeguard against cataslrophic claims loss, the County maintains an excess |0ss insurance policy (non-
participating) with International Assurance of Tennessee, Inc., that has the following features:

1. Aggregating Specific Deductible of $50,000.
2. $pecific Deductible Amount of $125,000 per covered person.
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BENTON COUNTY, ARKANSAS

SCHEDULE OF CAPITAL ASSETS

Land

Buildings

Equipment

Construction in progress

Total

OTHER INFORMATION

DECEMBER 31, 2015
{Unaudited)

December 31,
2015

$ 5,206,804
38,245,261
33,511,595

273,838

$ 77,237.498

Schedule 3
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