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INDEPENDENT AUDITOR'S REPORT

Benton County, Arkansas Officials and Quorum Court Members
Legistative Joint Auditing Committee

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, 2018, 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 Ark. Code Ann. § 10-4-412, 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
control 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

Qur respongibility is to express opinions on these financial statements based on our audit. Ve conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Govermment Auditing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reascnable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the 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 opinion on the effectiveness of the entity's internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the
financiat 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 QOpinion 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 Ark. Code Ann. § 10-4-412, which is & 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 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.

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.8. 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, 2018, or the revenues, expenditures, and changes in net position and, where applicable, cash
flows thereof for the year then ended.
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Unmodified Opinions on Regulatory Basis of Accounting

In our opinion, 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, 2018,
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 Ark. Code Ann. § 10-4-412 described in
Note 1.

Other Matters
Suppiementary and Other Informafion

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 additional 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, the supplementary informaticn 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 hasis financial
statements, and accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Audifing Standards, we have also issued our report dated March 31, 2020, 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 purpose of that report is to describe the
scope of our testing of internal controt over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Sfandards in considering the County’s internal control over financial reperting and
compliance.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR'S REPORT

Benton County, Arkansas Officials and Quorum 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, 2018, and the related notes to the financial statements, and have issued our report thereon dated
March 31, 2020. 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 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. However, 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 unmodified.

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 opinion on the effectiveness of the County's internal control.

A deficiency in internal conirol exists when the design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or 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. A significant deficiency is a deficiency or
a combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Qur consideration of internal contro! was for the limited purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. Given these limitations, during our
audit we did not identify any deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses or
significant deficiencies may exist that were not identified.

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 cerlain provisions of the state constitution, laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disciosed no instances of nencompliance or other matters that are required to be reported under Government Auditing
Standards.

We also reported to management of the County in a separale letter dated March 31, 2020.
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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 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. Code 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
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Deputy Legislative Auditor

Little Rock, Arkansas
March 31, 2020
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MANAGEMENT LETTER

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

The commentary contained in this letter relates to the following officials who held office during 2018:

County Judge: Barry Moehring
Treasurer. Deanna Ratcliffe
Sheriff. Shawn Holloway

Tax Collector. Gloria Peterson
County Clerk: Tena O’'Brien
Circuit Clerk: Brenda DeShields
Assessor: Roderick Grieve

We would like to communicate the following item that came to our atiention during this audit. The purpose of such comment is to provide
constructive feedback and guidance, in an effort to assist management to maintain a satisfactory level of compliance with the state
constitution, laws and regulations, and to improve internal control. This matter was discussed previously with County officials during
the course of our audit fieldwork and at the exit conference.

Other Matter

Two unauthorized withdrawals of $2,411 and $1,002 were made from County bank accounts on May 18, 2018 and November 8, 2018,
respactively. Entity personnel discovered the unautherized withdrawals upon review of the affected bank accounts, and the funds were
recovered from the bank.

This letter is intended solely for the information and use of the Legistative Joint Auditing Commitlee, the Quorum Court and County
management, and other parties as required by Arkansas Code, and is not intended to be and should not be used by anyone other than
these specified parties. 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 not limited.

ARKANSAS LEGISLATIVE ALUDIT
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Marti Steel, CPA
Deputy Legislative Auditor

Little Rock, Arkansas
March 31, 2020
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NOTE 1:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

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 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 batance 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.

The regulatory basis of presentation is not in accordance with generally accepted accounting principles (GAAP).
GAAP require that basic financial statements present government-wide and fund financial statements.
Additionally, GAAP require the following major concepts: Management’s Discussion and Analysis, separate
financial statements for fiduciary fund types, specific procedures for the identification of major governmental
funds, and applicable note disclosures. The regulatory basis of presentation does not require government-wide
financial statements or the previously identified concepts.

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 objeclives 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.

Road Fund - The Road Fund (Special Revenue Fund) is 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 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 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. See Schedules 1 and 2 for Special Revenue Funds as reported
with other funds in the aggregate.

Capital Projects Funds - Capital Projects Funds are used to account for and report financial resources
that are restricled, committed, or assigned to expenditure for capital outlay, including the acquisition or
construction of capital facitities and other capital assets. See Schedules 1 and 2 for the Capital Projects
Fund 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). See Schedule 1 for Agency Funds as reported with other
funds in the aggregate.

11



NOTE 1:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Summary of Significant Accounting Policies {Continued)

C. Basis of Accounting

The financial statements 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 thereafter 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. Liabilities incurred by the government on or before the end of the current period that are paid within
60 days of the end of the current period, are considered to be expenditures of the current period. However,
debt service expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due. As a result of the use of this regulatory basis of
accounting, capital assets and long-term debt are not recorded in these financial stalements.

The regulatory basis of accounting is not in accordance with generally accepled accounting principles
(GAAP). GAAP require the following major concepts: Accrual basis of accounting for government-wide
financial statements, including depreciation expense, modified accrual basis of accounting for fund financial
statements, separate identification of special and extraordinary items, inclusion of capital assets and debt in
the financial statements, inclusion of the net pension liability in the financial statements, and applicable note
disclosures. The regulatory basis of accounting does nct require the previously identified concepts.

Assets, Liabilities, and Fund Balances

Cash and Cash Equivalents

For the purpose 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, 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, 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 formal action of the Quorum Court.

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.
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BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMEBER 31, 2018

NOTE 1: Summary of Significant Accounting Policies (Continued)

D.

Assets, Liabilities, and Fund Balances (Continued)

Fund Balance Classifications {Continued)

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 attaches to the real property in January and on personal property inJune 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 October 15.

Budget Law
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 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 autherity 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 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.
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BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 2: Cash Deposits with Financial Institutions

Cash deposits are carried at cost (carrying value). A comparison of the bank balance and carrying value is as follows:

Carrying Bank
Amount Balance
Insured (FDIC) $ 16,945,835 $ 16,945,565
Collateralized:
Collateral held by the County's agent, pledging bank
or pledging bank's trust department or agent in the
County's name 29,926,570 31,001,622
Total Deposits 3 46,872,405 $ 47,947,187

The above total deposits do not include cash on hand of $11,365.

NOTE 3:  Legal or Contractual Provisions for Deposits and Investments

Stale law generally reguires 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 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:  Public Fund Investments
A summary of investments by fund types is as follows:

December 31, 2018
Fund Type Fair Value

General Fund $ 5,165,072

Investments are reported at fair value. Governmental Accounting Standards Board {GASB) Statement No. 72,
Fair Value Measurement and Application establishes a hierarchy based on the valuation assumptions used to

measure the fair value of the asset as follows:

e Levell - quoted prices in active markets for identical assets.

¢ Level ll - significant other observable assumptions {e.g., quoted prices for similar instruments in active

or inactive markets, etc.)

¢« Level lll - significant unobservable assumptions (i.e., prices or valuations using unobservable

techniques supported by little or no market activity)
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NOTE 4:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Public Fund Investments (Continued)

The County’s investments are composed of the following:

December 31, 2018 Other Observable
Inputs
hvestment Type Level ll
Mortgage Backed Government CMO Securities 3 5,165,072

U.S. Government, mortgage-backed securities are valued at fair value using quoted market prices from third
parties that use, as their basis readily observable market inputs, such as yields on similar instruments with
comparable inputs. As a result, these were classified as Level Il inputs.

Interest Rate Risk — Interest rate risk in the risk that changes in interest rates will adversely affect the fair value of
investments. Also, investments can be highly sensitive to change in interest rates due to their terms of
characteristics. The County does not have a formal investment policy that limits investments as a means of
managing its exposure to fair value tosses arising from increased Interestrates. The investments above matures
within five years.

Mortgaged Backed Securities ~ As of December 31, 2018, the County held morigage backed securities with a fair
value of $5,165,072. The overall return or yield on mortgage backed securities depends on the amount of interest
collected over the life of the security and the change in the market value. Although, the County will receive the
full amount of principal if prepaid, the interest income that would have been collected during the remaining period
to maturity, net of any market adjustment is lost. Accordingly, the yields and maturities of mortgage backed
secuiities generally depend on when the underlying mortgage loan principal and interest are repaid. If market
rates fall below a morigage loan's contractual rate, it is generally to the borrower's advantage to repay the existing
and obtain new lower financing. In addition to changes in interest rates, mortgage loan prepayments depend on
other factors such as loan types and geographic location of the related properties. At December 31, 2018, the
County held no mortgage backed securities that were considered as highly sensitive to changes in interest rates.
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NOTE &:

NOTE 6:

Accounts Receivahle

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

The accounts receivable balance at December 31, 2018, is composed of the following:

Other Funds in

General Fund Road Fund the Aggregate
Federal aid $ 49,253 $ 216,061
Property taxes $ 136,509 968
Sales taxes 793,001
Fines, forfeitures, and costs 96,388 570 44,060
Interest 35 619
Officers' fees 27,776 209,397
Franchise fees 34,350
Jail fees 275,673
Local permits and fees 26,080
911 service fees 135,539
Coellector's commission 42 547
Taxes apportioned - Assessor's salary and expense 4,682
Cther 187,629 1,986 1,068
Treasurer's commission charged 171,315 62,083
Totals $ 1,490,185 $ 310,380 3 717,024

Accounts Payahle

The accounts payable balance at December 31, 2018, is composed of the following:

Description

General Fund

Road Fund

Other Funds in
the Aggregate

Vendor payables

1,321,727

$ 264,966

$

667,239
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BENTON COUNTY, ARKANSAS
NOTES TC FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE7: Interfund Balances
Individual fund interfund receivable and payable balances are as follows:

December 31, 2018

Interfund Interfund
Receivables Payables
General Fund $ 366,063 $ 12,292
Road Fund 3,634 6,952
Other Funds in the Aggregate:
Special Revenue Funds:
Treasurer's Automation 158
Collector's Automation 235
Emergency 911 290
Victim Witness 291
Drug Court 237
Judicial Collections 400
State Homeland Secwrity Grant FY 13 229
Law Enforcement Training/Terrorism Prevention Grant 71717
Juvenile Detention Center State Grant Aid 985
Substance Abuse and Mental Health Services Administri 42,879 327,520
AAC Adult Drug Court Grant 237 165
Capital Projects 8,658
$ 421,471 $ 421,471

Interfund receivables and payables consist of interfund loans. These balances were repaid by January 2, 2019.
NOTE 8: Federal Funds Program Compliance

Benton County’s federal grants were in the process of being audited in accordance with federal program requirements

and therefore, any instances of noncompliance with federal grant requirements have not been determined.

Disbursements that are nol in accordance with the federal program requirements are subject to reimbursement by
the County.
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NOTE 9: Details of Fund Balance Classifications

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Fund balance classifications at December 31, 2018, are composed of the following:

General Road Other Funds in
Description Fund Fund the Aggregate
Fund Balances:
Restricted for:
General government $ 1,735,451
Law enforcement 781,407
Fublic safety 1,756,950
Health 79,046
Recreation and culture 229,596
Total Restricted 4,582,450
Cormmitted for:
Law enforcement 203,350
Assigned to:
General government 212,008
Law enforcement $ 329,337 96,752
Highw ays and streets $ 2,116,448
Health 128,793
Capital outlay 1,758,742
Total Assigned 329,337 2,416,448 2,196,293
Unassigned 25,076,454 (152,803)
Totals $ 25405791 $ 2,116,448 $ 6,829,290
NOTE 10: Deficit Fund Balances
The following funds have deficit fund balances as of December 31, 2018:
December 31,
2018
Other Funds in the Aggregate:
Special Revenue Funds:
State Homeland Security Grant FY 13 $ (229)
Substance Abuse and Mental Health Services Administration - Drug Court Grant (152,574)
Totat 5 {152,803)

These deficit fund balances were eliminated by transfers and/or revenues in 2019.
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NOTE 11:

NOTE 12:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Legal Debt Limit
A.  Property Tax Secured Bonded Debt
The County is subject to a constitutional limitation for bonded indebledness equal to 10% of the total assessed
value for tax purposes of real and personal property as determined by the last tax assessment. At Decemnber 31,
2018, the legal debt limit for bonded debt was $510,940,337. 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 value of taxable property within the County as determined by the last tax assessment. At
December 31, 2018, the legal debt limit for short-term financing obligations was $133,067 648. The amount
of short-term financing obligations was $4,470,205, leaving a legal debt margin of $128,597,443.
Commitments

Total commitments consist of the following at December 31, 2018:

December 31,
2018
Long-term liabilities $ 6020193
Construction contracts 1,813,650
Total Commitments 3 7,833,843

Long-term Liabilities

Long-term liabilities at December 31, 2018, are comprised of the following:

December 31,
2018

Promissory note dated January 29, 2018, with Regions Capital Advantage, Inc. in
the amount of $2,470,205 with interest rate of 2.05% for the purchase of election
equipment. Annual payments of $494,041 plus interest for 5 years. Payments are
to be made from the General Fund. 3 2,470,205
Promissory note dated November 30, 2018, with Regions Capital Advantage, Inc. in
the amount of $2,000,000 with interest rate of 3.17% for the purchase of radic
equipment. Annual payments of $438,831 for 5 years. Payments are io be made
from the General Fund. 2,000,000
Compensated absences 1,549,988

Total Long-term liabilties 3 6,020,193

Due to the County's regulatory basis of accounting, these liabilities are not recorded in the financial statements.
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BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 12: Commitments (Continued)

Post Employment Benefits Other Than Pensions

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

Debt Service Requirements to Maturity

The County is obligated for the following amounts at December 31, 2018:

Years Ending
December 31, Notes
2019 3 984,215
2020 973,946
2021 963,762
2022 953,400
2023 943,140
Total Obligations 4,818,472
Less Interest 348,267
Total Principal $ 4470205

Construction Contracts

The County was confractually obligated for the following construction contracts at December 31, 2018:

Completed or Estimated Contract Balance
Project Name Completion Date December 31, 2018
Justice Center August 2019 $ 504,000 *
Coroner Building June 2019 321,690
Spanker Creek Bridge May 2019 929,682
Cow Face Bridge April 2020 58,278
Total Construction Contracts $ 1,813,650

* See Subsequent Events Note (Note 19) for negotiated change in outstanding construction contract balance.
NOTE 13: Interfund Transfers
The General Fund transferred $2,452,480 to the Road Fund to supplement road operations and $3,022,712 to the

Other Funds in the Aggregate to supplement operations and for capital projects. Other Funds in the Aggregate
transferred $2,350,400 to the General Fund in excess County Recorder's Cost Fund.
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NOTE 14:

NOTE 15&:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Jointly Governed Organization

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 $109,135 were made to the BCSWD
during 2018 and future funding was agreed to be at the rate of $.50 per capila of the County. Financial statements
may be obtained at Benton County Solid Waste District, 5702 Brookside Rd., Bentonville, AR 72712.

QOzark Regional Transit, Inc.

The County participates in the Ozark Regional Transit, Inc. (ORT), a jointly 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
Transportation Department. Other participants include Washington and Madison Counties, as well as other
entities within each of the counties. Benton County paid $15,000 in 2018 to ORT for their share of the
transportation benefits provided to 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 assels; 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 pool. The amount of setifements exceeded the
insurance coverage by $1,450,000 for 2018 from a lawsuit filed against the county in 2017 (See Note 18). 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 pravides 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 particutar 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 Counly 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 vehictes owned or leased by the County.

B. Physical Damage - This program covers vehicles (excluding maobile 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 depreciation. Loss amounts payable will be reduced by the deductible amount of $500 per
occurrence. The Counly agrees to pay into the program each year a service charge established annually
by the Risk Management Fund Board for covered property.
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NOTE 15:

NOTE 16:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Risk Management (Continued)

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 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 entity through any fraudulent or dishonest
acl or acts committed by any of the officials or employees, acting alone or in collusion with others, during the bond
period to an amount not exceeding the lesser of $300,000 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.

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 trucks 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 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, 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 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 1-800-682-7377, or on their website www.apers.org.

Funding Policy

APERS has contributory and non-contributory plans. Contributory members are required by State law 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 June 30, 2018 (date of APERS Employer Allocation Report) were $4,010,278.

Net Pension Liability
The requirements of Governmental Accounting Standards Board Statement no. 68, under the regulatory basis of
accounting, is limited to disclosure of the County’s share of the collective net pension liability. The County's

proportionate share of the collective net pension liability at June 30, 2018 (actuarial valuation date and
measurement date) was $32,019,457,
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NOTE 17:

NOTE 18:

NOTE 19:

BENTON COUNTY, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

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 received totaled $1,219,273. Health Insurance claims, administered by Blue Advantage, in the amount of
$5,481,919 were paid from this account and the County contributed $4,279,650 fo this account. As of
December 31, 2018, this account had a balance of $1,623.

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

1. Aggregating Specific Deductible of $75,000.
2. Specific Deductible Amount of $150,000 per covered person.

Lawsuit Settlement

On September 27, 2018, the Quorum Court approved Benton Counly Ordinance no. O-2018-40 to appropriate
additional expenditures for the settlement of a lawsuit for the 2017 road sweeper accident claim. The County
agreed to pay $1,450,000 in settlement with Risk Management paying an additional $50,000.

Subsequent Events

In 2019, the County sales tax vote failed, and the initial justice center project was discontinued and negotiated from
an outstanding contract balance of $504,000 to a remaining cutstanding balance of $25,000. Construction was
completed in August 2018,

The Cow Face Bridge construction contract was awarded to Crossland Heavy Contractors, Inc. on August 28, 2018,
for $934,186 and scheduled for completion in 2020.

fn August 2019, Benton County received $1,235,102 from the State of Arkansas for the cost of new voting equipment
purchased during 2018. The reimbursed funds were applied to the financed election equipment note.

On March 11, 2020, the Governor of Arkansas issued Executive Qrder 20-03 declaring an emergency and ordered
the Arkansas Department of Health to take action to prevent the spread of coronavirus disease 2018 (COVID-19).
The extent of the impact of COVID-19 on the financial statements for future reporting periods will depend on certain
developments, including the duration and speed of the outbreak, revenue collections, and any other possible issues
—all of which are uncertain and cannot be predicted. The financial impact of COVID-19 to the County is uncertain,
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BENTON COUNTY, ARKANSAS

SCHEDULE OF CAPITAL ASSETS

Land

Buildings

Equipment

Construction in progress

Total

OTHER INFORMATION

DECEMBER 31, 2018
{(Unaudited)

-38-

December 31,

2018

$

5,091,804
45,551,096
40,498,071

372,081

$

91,613,052

Schedule 3
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