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Financial and Compliance Report

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

A priority of Arkansas Legislative Audit is to assist county govemnment 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 Madison County, Arkansas, as of and for the year ended December 31, 2019, and have issued our
report thereon dated April 13, 2021. 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 2019:

County Judge: Frank Weaver

Treasurer: Toni Moffett

Sheriff: Rick Evans

Tax Collector: DeAnna McElhaney

County Clerk: Tamitha Blocker (Appointed June 17, 2019)

Faron Ledbetter (Retired June 30, 2019)

Circuit Clerk: Judy Foster (Appointed June 17, 2018)
Phyllis Villines (Retired June 30, 2019)

Assessor: Wil Jones

County Librarian: Staci Evans

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

Noncompliance with state law and accepted accounting practices was noted in the office of County Judge.
County Judge

We noted the following discrepancies regarding grant funds totaling $9,900 that the County EMS Department received from the Arkansas
Department of Health:

e Funds were not remitted to the County Treasurer, as required by Ark. Code Ann. § 14-14-1313.

e Expenditures were not budgeted by the Quorum Court, approved by the County Judge, and paid by the County Treasurer, as
required by Ark. Code Ann. §§ 14-20-103, 14-14-1102, and 14-24-204.

¢ The County EMS Department paid an employee $9,900 to perform CPR training duties without a contract or authorizing
ordinance, in apparent conflict with Ark. Code Ann. § 14-14-1202, and failed to report this compensation to the Internal Revenue
Service (IRS).

Bank reconciliations were not properly prepared for the Emergency Medical Services (EMS) account, as required by Ark. Code Ann. § 14-
25-107.

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 reparts presented to the Legislative
Joint Auditing Committee are matters of public record and distribution is not limited.

ARKANSAS LEGISLATIVE AUDIT

r&f}“‘sf{ /Zp‘?)'”f*"‘—*'

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

Little Rock, Arkansas
April 13, 2021
LOCO04419
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MADISON COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMBER 31, 2019
(UNAUDITED)

Basis of Presentation - Regulatory

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.

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 and other
requirements 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 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, property taxes, sales taxes, and federal disaster
funds 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.

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

Basis of Accounting - Regulatory

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, as well as county sales taxes, 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 statements. Pension trust funds are reported in a separate column as a part of supplementary
information in order to provide users of the financial statements a better understanding of the entity as a whole.
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MADISON COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMBER 31, 2019
(UNAUDITED)

1. (Continued)

B.

Basis of Accounting - Regulatory (Continued)

The regulatory basis of accounting is not in accordance with generally accepted 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
extracrdinary 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 not 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.

Settlements Pending

Settlements pending are considered fines, forfeitures, costs. excess treasurers commissicn, and property taxes 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, contributers. 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 imposad 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.

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 perscnal property in June of each year. Property taxes are collectibla
beginning the first business day of March of the subsequent yaar, 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
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(Continued)

F:

MADISON COUNTY, ARKANSAS
OTHER GENERAL INFORMATION

DECEMBER 31, 2019
(UNAUDITED)

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.

Details of Fund Balance Classifications

Fund balance classifications at December 31, 2019, are composed of the following:

General Road Other Funds in
Description Fund Fund the Aggregate
Fund Balances:
Restricted for:
General government $ 311,880
Law enforcement 60,535
Highw ays and streets $ 823,203 420,363
Public safety 384,408
Sanitation 147,710
Recreation and culture 200,697
Total Restricted 823,203 1,525,593
Committed for:
Health 577,651
Assigned to:
General government $ 419
Law enforcement 760,765
Public safety 72,102
Sanitation 93,463
Total Assigned 761,184 165,565
Unassigned 559,430
Totals $ 1.320614 $ 823,203 $ 2,268,809

AT



MADISON COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMBER 31, 2019
(UNAUDITED)

Commitments

Total commitments consist of the following at December 31, 2019

December 31,

2019
Long-term liabilities s 183.925
Noncancellable leases 805,753
Reappraisal contract 275,400
Total Commitments $ 1265078

Long-term Liabilities

Long-term liabilites at December 31, 2013. are comprised of the following:

December 31,
2019
Corrpensated absences consisting of accrued vacation and sick leave
adjusted to current salary cost $ 183,925

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

Post Employment Benefits Other Than Pensions

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

Noncancellable Lease

The County entered into a noncancellable lease agreement for ten (10) John Deere motor graders on March 22, 2019, Terms
of the lease are monthly rental payments of $2.194 per grader for 36 months. At the end of the lease term, the County will return
the graders to the lessor.

The County entered into a noncancellable lease agreement for thrae (3) Caterpillar motor graders in August 2019. Terms of the
lease are monthly rental payments of $2,033 per grader for 36 months. At the end of the lease term, the County will retumn the
graders to the lessor

The County entered into a noncancellable lease agreement for one Kubota tractor with front loader on July 28, 2017, Terms of
the lease are monthly rental payments of $962 for 48 months. At the end of the lease term, the County will return the tractor to
the lessor

The County is obligated for the following amounts for the next five years:

Year December 31, 2019
2020 S 347 978
2021 343170
2022 114,605
Total 3 805.753

Rental expense for 2019 was $281,831.
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MADISON COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMBER 31, 2019
(UNAUDITED)

Commitments (Continued)

County-Wide Reappraisal Contract

The County entered into a professional services contract with Arkansas CAMA Technology, Inc. on October 18, 2016, for a
county-wide reappraisal. The County is obligated for 60 monthly payments of $11,475 for a total of $688,500 beginning
January 1, 2017. Contract expense for 2019 was $137,700.

The County is obligated for the following amounts at December 31, 2019:

Year December 31, 2019
2020 $ 137,700
2021 137,700
Total $ 275,400

Interfund Transfers

The Other Funds in the Aggregate (Emergency Medical Services) transferred $611,000 to the General Fund to remit sales
tax revenue received in excess of aperating costs of the ambulance service.

Change in Accounting Policy

Ark. Code Ann. § 14-71-101 went into effect for the year ended December 31, 2019, and requires sales taxes be recognized in
the year received by the County. For 2019, the County will only recognize 11 months of sales taxes instead of 12 months.

Subsequent Events

On March 11, 2020, the Governor of Arkansas issued Executive Order 20-03 declaring an emergency and ordered the Arkansas
Department of Health to take action to prevent the spread of coronavirus disease 2019 (COVID-18). 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.

On December 18, 2020, the County received $552,702 in federal aid from the Coronavirus Aid, Relief, and Economic
Securities (CARES) Act.

Joint Venture: Regional Library

Carroll and Madison Counties entered into an agreement on January 19, 2000, in accordance with Ark. Code Ann. § 13-2-401
to establish the Carroll and Madison Library System (the System). The agreement states that the intent is to enhance public
library services to all residents of Carroll and Madison Counties. The System is financed by state aid to which Carroll and Madison
Counties were entitled with the provision that members would receive excess funding, distributed quarterly in the same ratio as
paid in, as well as obligated to make up shortfalls in funding in the same proportion as their respective state aid allocations.
Madison County paid $18,171 for regional library expenditures in 2019. Separate financial statements of the System are available
at: CAMLS, 106 Spring Street, Berryville, AR 72616-3846.

-19-
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MADISON COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMBER 31, 2019
(UNAUDITED)

Jointly Governed Organizations

Boston Mountain Solid Waste District

Madison, Washington, Carroll. and Benton counties entered into an agreement in April 1951 to form the Four County (NW) Solid
Waste Management District in accordance with Ark. Code Ann, § 8-68-707  This agreement stated their emphasis will be on
recycling. composting, and waste reduction. In Fetruary 2005, only Washington and Madison County remained in the agreement
and the name was changed to Boston Mountain Solid Waste District. Madison County paid $7,564 to the Boston Mountain Solid
Waste District during 2019. Separate financial statements of the Boston Mountain Solid Waste District may be obtained at: 11398
Bond Road, Prairie Grove, AR 72752,

Fourth Judicial District Drug Task Force

The Prosecuting Attorney of the Fourth Judicial District, the Washington County Sheriffs Department, the Madison County
Sheriffs Department and the Police Departments of the University of Arkansas. Fayetteville, Springdale, Prairie Grove,
Lincaln, Farmington, Johnson, Elkins, Greenland, West Fork, Elm Springs. Tontitown, Huntsville, and Goshen entered into
an agreement to establish the Fourth Judicial District Drug Task Force. Funding was provided through Justice Assistance
Grants and local funding provided by the Prosecuting Attorney's Office, Washington County Sheriff's Department, and local
police departments. Separate financial statements for the Fourth Judicial Drug Task Force were not available.

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 retirament and disability benefits, annual
cost-ot-living adjustments, and death benefits to plan members and benaficiaries Benefit provisions are established by State
law and can be amended only by the Arkansas General Assembly The Arkansas Public Employess 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 Palicy

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,
2019 (date of APERS Employer Allocation Report) were $537.107.

Net Pension Liability

The requirements of Governmental Accounting Standards Board Statement no. 68, under the regulatory basis of accounting,
are 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, 2019 (actuarial valuation date and measurement date) was $4,419 915,

Capital Assets

The County's capital assets records are summarized below |

December 31,

2018
Land $ 492,727
Buildings 2,610,563
Equipment 8,446,550
Improvements 64,511

Total 5 11614351
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