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Financial and Compliance Report

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

A priority of Arkansas Legislative Audit is to assist county government officials by promoting sound financial management
and accountability of government resources. The Legislative Auditor reports on the fiscal affairs of county governments, as
well as compliance with relevant state laws and observance of good business practices to provide accountability for tax
dollars expended to support government operations.

We have performed certain limited procedures with respect to regulatory basis financial information and compliance with
certain state laws and accepted accounting practices for Van Buren County, Arkansas, as of and for the year ended
December 31, 2016, and have issued our report thereon dated July 20, 2017. Management of the County is responsible for
maintaining the financial records and complying with state laws and accepted accounting practices.

The findings contained in this section relate to the following officials who held office during 2016:

County Judge: Roger Hooper
Treasurer: Kim Hunley
Sheriff: Scott Bradley

Tax Collector: Lisa Nunley
County Clerk: Pam Bradford
Circuit Clerk: Ester Bass
Assessor: Trina Jones
County Librarian: Karla Fultz

We evaluated the County’s compliance with certain state laws concerning general accounting, budgeting, purchasing, and
investing and depositing of public funds.

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

County Judge

Competitive bids again were not solicited for culverts costing $54,400, as required by Ark. Code Ann. §§ 14-22-101 —
14-22-115. A similar finding was issued in the prior report.

Sheriff

Receipt numbers for the Bond and Fine account again were not entered on the bank deposit slips, as required by Ark.
Code Ann. § 16-10-207.

Monthly reconciliations for the Circuit Court bank account were not prepared correctly, as required by Ark. Code Ann.
§ 14-25-107, in that the outstanding checks included checks which had been voided in 2015.

500 WOODLANE STREET, SUITE 172 « LITTLE ROCK, ARKANSAS 72201-1099 - PHONE: (501) 683-8600 « FAX: (501) 683-8605
www.arklegaudit.gov



This report is intended solely for the information and use of the Legislative Joint Auditing Committee, local County
government, state executive and oversight 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 AUDIT

/ o;##é/ /07/”"*"‘”' -

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

Little Rock, Arkansas
July 20, 2017
LOCO07116
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VAN BUREN COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMBER 31, 2016
(UNAUDITED)

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 balance sheet: a statement of revenues, expenditures, and changes in fund balances; a comparison of the
final adopted budget to actual expenditures for the general and road funds: notes to financial statements; and a
supplemental schedule of capital assets.

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

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

General Fund - The General Fund is used to account for and report all financial resources not accounted for
and reported in another fund.

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,
federal aid, and property taxes 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. The Special Revenue Funds presented on Schedules 1 and 2 are
reported with other funds in the aggregate.

Debt Service Funds - Debt Service Funds are used to account for and report financial resources that are
restricted, committed, or assigned to expenditure for principal and interest. The Debt Service Fund
presented on Schedules 1 and 2 is reported with other funds in the aggregate:

Agency Funds - Agency Funds are used to report resources held by the reporting government in a
purely custodial capacity (assets equal liabilities). The Agency Funds presented on Schedule 1 are
reported with other funds in the aggregate.

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. 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 statements.
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Basis of Presentation - Regulatory Fund Accounting (Continued)
C. 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.

Settlements Pending

Settlements pending are considered fines, forfeitures, costs, treasurer's commission and funds held in trust
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. 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.

3. 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.

D. Property Taxes

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

E. 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.

F. 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.

For classification of fund balance amounts, restricted resources are considered spent before unrestricted.
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.

There were no committed fund balances at year-end.
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Details of Fund Balance Classifications

Fund balance classifications at December 31, 2016, are composed of the following:

General Road Other Funds in
Description Fund Fund the Aggregate
Fund Balances:
Restricted for:
General government $ 247,597
Law enforcement 219,201
Sanitation 62,841
Health 294,695
Recreation and culture 1,853,410
Debt service 1,596,582
Total Restricted 4,274,326
Assigned to:
General government $ 376,106
Law enforcement 531 29,374
Highw ays and streets $ 452772
Public safety 39,061
Total Assigned 376,637 452,772 68,435
Unassigned 1,795,052
Totals $ 2,171,689 $ 452,772 $ 4,342,761

Commitments

Total commitments consist of the following at December 31, 2016:

December 31,

2016
Long-term liabilities $ 12,072,841
Noncancellable lease 168,148
Reappraisal contract 1,056,440
Total Commitments $ 13,297,429
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Commitments (Continued)

Long-term Liabilities
Long-term liabilities at December 31, 2016, are comprised of the following:

December 31,
2016
Lease-purchase agreement with John Deere Credit on the purchase of a 2012 JD
672G motor grader with 60 monthly payments of $2,994 with an interest rate of
3.30%. Payments are to be made from the Road Fund $ 68,300

Lease-purchase agreement w ith BanCorp South on the purchase of three 2015 Mack
dump trucks with 60 monthly payments of $3,876 with an interest rate of 2.34%.
Payments are to be made fromthe County Road Fund. 307,888

Lease-purchase agreement w ith BanCorp South on the purchase of a 2013 Mack
CHU13 tractor truck with 60 monthly payments of $1,023 with an interest rate of
2.45%. Payments are to be made fromthe Solid Waste Management Fund. 52,165

Lease-purchase agreement w ith Trinity Vendor Finance on the purchase of a 2010
Link-Belt excavator with 60 monthly payments of $1,624 with an interest rate of
3.26%. Payments are to be made from the Road Fund. 4,846

Lease-purchase agreement with John Deere Credit on the purchase of a 2011 JD
672G motor grader with 60 monthly payments of $2,017 with an interest rate of
2 80%. Payments are to be made from the Road Fund 39,363

Lease-purchase agreement with Bank of the West on the purchase of a 2014 Sakai
SW800-11 Roller with 60 monthly payments of $1,524 with an interest rate of 3.32%.
Payments are to be made from the Road Fund. 42,431

Lease-purchase agreement with KS State Bank on the purchase of two 2017 Mack
GU713 dump trucks with 60 monthly payments of $2,691 and one payment of
$110,000 with an interest rate of 2.77%. Payments are to be made from the Road
Fund. 239,779

Lease-purchase agreement with White River Planning and Development District on
the purchase of public library facility. This lease is for one year w ith automatic
renew als. Initial payment of $1,000,000 due one year after completion of project with
eight successive annual payments of $330,000 and a ninth annual payment of
$359,320, each due on the renew al date. 3,100,000

Bank loan payable with Simmons First National Bank on the purchase of two Case
Backhoes with 58 monthly payments of $1,061 and $1,092 from the County Road
Fund and the Solid Waste Management Funds, respectively. Interest Rate of 2.85%. 89,457

Bank loan payable with First Service Bank on the purchase of six 2016 Chevrolet
Tahoes with 36 monthly payments of $5,807 with an interest rate of 2.80%
Payments are to be made fromthe General Fund. 146,263

Bank loan payable with Simmons First National Bank to finance renovations to the the
County Detention Center w ith 60 monthly payments of $3,408 with an interest rate of
2.85%. Payments are to be made from the General Fund. 157,349

Series 2010 Sales and Use Tax Capital Improvement Bonds in the amount of
$15,200,000 for the construction of improvements to the hospital facility. Principal
and interest payments are to be made semiannually beginning May 1, 2011 and
continuing through November 1, 2035 with rates of 4.25% to 6.0%. Payments are to
be made from the Debt Service Fund. 7,825,000

Total Long-term liabilities $ 12,072,841

Due to the County’s regulatory basis of accounting, these liabilities are not recorded in the financial statements.
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Commitments (Continued)

Compensated Absences

Compensated absences do vest or accumulate. The amount of compensated absences was not determined.

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, 2016:

Y ears Ending
December 31, Bonds Notes Leases Total
2017 $ 955,635 $ 129,424 $ 1,246,644 $ 2,331,703
2018 934,635 136,411 443,226 1,514,272
2019 926,555 78,343 416,419 1,421,317
2020 911,315 59,918 550,542 1,521,775
2021 904,115 6,816 466,906 1,377,837
2022 through 2026 2,946,170 1,679,320 4,625,490
2027 through 2031 778,500 778,500
2032 through 2035 3,732,800 3,732,800
Total Obligations 12,089,725 410,912 4,803,057 17,303,694
Less Interest 4,264,725 17,843 948,285 5,230,853
Total Principal $ 7,825,000 $ 393,069 $ 3,854,772 $ 12,072,841

On October 1, 2010, the County obtained funding of $15,200,000 from Build America Bonds, a program of taxable
direct payment bonds authorized under the American Recovery and Reinvestment Act. The County will receive
periodic reimbursements from the United States Treasury for interest paid to bondholders. The County received
$168,385 for interest reimbursements during 2016.

Noncancellable Lease

The County entered into noncancellable lease agreements for two Caterpillar Road Graders in October 2016. Terms
of the lease are monthly rental payments of $5,279 for 36 months. The County is obligated for the following amounts
for the next five years:

Year December 31, 2016
2017 $ 63,342
2018 63,342
2019 41,464

Total 3 168,148

Rental expense for 2016 was $28,853.
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Commitments (Continued)

Reappraisal Contract

The County entered into a contract, dated September 30, 2015, with Total Assessment Solutions Corp for reappyaisal
services. The terms of the contract require $1 320,550 to be paid in monthly installments of $22,009 for a period of
60 months. The County was contractually obligated for the following reappraisal services at December 31, 2016.

Year December 31, 2016
2017 $ 264,110
2018 264,110
2019 264,110
2020 264,110

Total $ 1,056,440

Reappraisal expense for 2016 was $264,110.

Interfund Transfers

The General Fund transferred $254,449 to Other Funds in the Aggregate for operating expenses in the following
funds: Court Security Grant ($116), Emergency 911 ($70,600), Animal Control ($100,000), and Solid Waste
Management ($83,733). Other Funds in the Aggregate District Court Automation Fund transferred $1,300, County
Recorder Cost Fund transferred $1,000 and the County Sheriffs Equitable Sharing Fund transferred $3,778 to the
General Fund to reimburse expenditures. Within the Other Funds in the Aggregate, the General Improvement Grant
Fund transferred $10,000 to the Practical Nursing Program Fund to facilitate tracking expenditures in the nursing
program.

Pledged Revenues

The County pledged future 1% sales and use taxes to repay $15,200,000 in bonds thatwere issued in 2010 to provide
funding for acquisition, construction, equipping of properties and facilities for hospital additions and renovations. Total
principal and interest remaining on the bonds are $7,825,000 and $4,264,725, respectively, payable through
November 1, 2035. For 2016, principal and interest paid were $1,450,000 and $516,472, respectively.

The Debt Service Fund received $1,760,552 in sales taxes in 2016. All pledged sales taxes collected must be used
for retirement of the debt.

Joint Venture: Faulkner-Van Buren Regional Library

Faulkner and Van Buren Counties entered into an agreement in June, 1978 in accordance with Ark. Code Ann. §13-
2-401 to establish the Faulkner-Van Buren Regional Library. The agreement states that the Regional Library Board
shall employ a regional librarian approved by the Arkansas Library Commission to serve such time and on such terms
as the Board may prescribe and be paid from the regional budget. County and branch personnel shall be
recommended by the County Library Board and shall be employed only after approval of the regional librarian and
the Arkansas Library Commission with such salaries to be paid from county funds. The County Library did not pay
any regional library expenditures in 2016. Contact the Faulkner — Van Buren Regional Library at 1900 Tyler Street,
Conway, AR 72032 to obtain financial statements.

Jointly Governed Organization: Twentieth Judicial District Drug Crime Task Force

The Prosecuting Attorney of the Twentieth Judicial District, the Sheriff's Departments of Faulkner, Van Buren and
Searcy Counties, and the Conway Police Department entered into an agreement to establish the Twentieth
Judicial District Drug Crime Task Force. Funding was provided through a Drug Law Enforcement Program grant
applied for by the Prosecuting Attorney of the Twentieth Judicial District. The County did not provide any funding
to the Twentieth Judicial District Drug Crime Task Force. Financial statements of the Twentieth Judicial District
Task Force are not available.
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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 December 31, 2015 were $509,088.

Net Pension Liability

The County’s proportionate share of the collective net pension liability at June 30, 2016 (actuarial valuation date
and measurement date) was $4,626,982.

Capital Assets

The County's capital assets records are summarized below :

December 31,

2016
Land $ 745,678
Buildings 20,027,036
Equipment 6,939,121
Total $ 27,711,835

Subsequent Event

On April 24, 2017, the County executed a note payable in the amount of $252,492 for the purchase of police
vehicles for the Sheriff's Office.

Sale of Property

The County sold three dump trucks for a total of $64,286 and five motor graders for a total of $325,890. Additionally,
the County sold a building formally used as the County Library for $146,637.
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