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Financial and Compliance Report

Cross 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 Cross County, Arkansas, as of and for the year ended December 31,
2019 and have issued our report thereon dated December 17, 2020, Management of the County is responsible for
maintaining the financial records and complying with state laws and accepted accounting practices.

The commentary contained in this section relates to the following officials who held office during 2019:

County Judge: Donnie Sanders
Treasurer: Karen McCorkle

Sheriff. David West

Tax Collector: Debbie Davis
County Clerk: Melanie Winkler
Circuit Clerk: Rhonda Sullivan
Assessor: Sherri Williams

County Librarian: John Paul Myrick

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

During our evaluation, nothing came to our attention that would warrant disclosure in this report.

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

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

Little Rock, Arkansas
December 17, 2020
LOCO01919

500 WOODLANE STREET, SUITE 172 = LITTLE ROCK, ARKANSAS 72201-1099 - PHONE: (501) 683-8600 - FAX: (501) 683-8605
www.arklegaudit.gov
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CROSS COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMBER 31, 2018
(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 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.

Capital Projects Funds - Capital Projects Funds are used to account for and report financial resources that
are restricted, committed, or assigned to expenditure for capital outlay, including the acquisition or
construction of capital facilities and other capital assets. The Capital Projects Fund presented on Schedules
1 and 2 is 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:

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.
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1.

CROSS COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMEER 31, 2019
{(UNAUDITED)

(Continued)

B. 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.

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
slatements, 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 not require the previously identified concepts.

Assets, Liabilities, and Fund Balances

Cash and Cash Eguivalents

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

Settlements Pending

Settlements pending are considered fines, forfeitures, costs, property taxes, trusts, and officer fees 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.

-18-



1.

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

(Continued)

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 delinguent
until after October 15.

Budget Law

1. Legal Reguirements
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 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 commitied fund balances at year-end.
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CROSS COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMBER 31, 2018
(UNAUDITED)

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 $ 638,601
Law enforcement 324 888
Highways and streets $ 1535476
Public safety 60,069
Health 362
Recreation and culture 601,994
Capital outlay 13,234,167
Debt service 1,008,542
Total Restricted 1,635,476 15,868,623
Assigned to:
General government $ 3,101
Law enforcement 11
Total Assigned 3112
Unassigned 1,598,159
Totals $ 1602271 $ 1,535476 $ 15,868,623
Commitments

Total commitments consist of the following at December 31, 2019

December 31,

2019
Long-term liabilities $ 15401,588
Noncancellable leases 268,266
Reappraisal contract 93,000
Construction contract 13,055,648
Total Commitments $ 28,818,502

-20-



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

Commitments (Continued)

Long-term Liabilities

Long-term liabilities at December 31, 2019, are comprised of the following:

December 31,
2018
Bonds
Cross County Sales & Use Tax Bonds of 514,155,000 dated July 23, 2018, due in
semi-annual installments of $690,000 - $1,565,000 plus interest through October 1,
2030; interest at 2.25-5%. Payments are to be made from the Cross County Sales
and Use Tax Bonds, Series 2019 Debt Service Fund. $ 14,155,000
Direct Borrowings
Promissory note dated July 16, 2019, with Cross County Bank in the amount of
$1,251,715 with interest rate of 3.94% for the purchase of six Caterpillar Motor
Graders. Monthly payments of $10,800 for 35 months with a final payment of
$1,009,448. Payments are to be made from the County Road Fund. 1,218,044
Compensated absences consisting of accrued vacation and compensatory time
adjusted to current salary cost 28,544
Total Long-term liabilities $ 15401,588

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

The County's outstanding bonds payable of $14,155,000 contain a provision that in an event of default, the Trustee
may, and upon written request of the owners of not less than 10% in principal amount of the bonds then
outstanding shall, by proper suit compel the performance of the duties of the officials of the County and officials
of the State, under the authorizing ordinance, to take any action or obtain any proper relief in law or equity available
under the Constitution and laws of the State

The County's outstanding notes from direct borrowings of $1,218,044 contain a provision that in an event of
default, outstanding amounts, at the Lender's sole option, may be declared immediately due and payable, and the
Lender may exercise any rights and remedies, including the right to immediate possession of the collateral,
available to it under applicable law.

Long-Term Debt Issued and Outstanding

Amount Debt Maturities
Date Date of Final Rate of Authorized Qutstanding to
of Issue Maturity Interest and Issued December 31, 2018 December 31, 2019
Bonds
7123119 10/1/30 2.25-5.0% $ 14,155,000 $ 14,155,000
Direct Borrowings
7/116/19 7116122 3.94% 1.251.715 1,218,044 $ 33,671
Total Long-Term Debt $ 15406715 & 15373044 § 33,671
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CROSS COUNTY, ARKANSAS
OTHER GENERAL INFORMATION
DECEMBER 31, 2018

(UNAUDITED)
Commitments (Continued)
Changes in Long-Term Debt
Balance

Issued Retired December 31, 2019
Bonds payable $14,155,000 $ 14,155,000
Direct Borrowings
Notes payable 1,251,715 $ 33,671 1,218,044

Total Long-Term Debt $15,406,715 § 33671 § 15,373,044

Debt Service Requirements to Maturity

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

Years Ending Bonds Direct Borrowings
December 31, Principal Interest Total Principal Interest Total
2020 § 690,000 $ 641970 $ 1331970 §  B3,099 $ 46501 § 129,600
2021 1,095,000 505475 1,600,475 86,433 43167 129,600
2022 1,150,000 450,725 1,600,725 1,048,512 25736 1,074,248
2023 1,205,000 393225 1,598,225
2024 1,270,000 332,975 1,602,975
2025 through 2029 7,180,000 819,537 7,999,537
2030 1,565,000 35213 1,600,213
Totals §14,155000 § 3.178120  §17.334120 § 1,218,044 5 115404  § 1,333448

Noncancellable Leases

The County entered into a noncancellable lease agreement for a 320F Hydraulic Excavator on September 1, 2017.
Terms of the lease are monthly rental payments of $2,458 for 36 months. At the end of the lease term, the County
will return the equipment.

The County entered into a noncancellable lease agreement for a2 2016 315F Hydraulic Excavator on August 21, 2017.
Terms of the lease are monthly rental payments of $2,487 for 36 months. At the end of the lease term, the County
will return the equipment.

The County entered into a noncancellable lease agreement for a 2018 AAG Caterpillar Tractor on January 22, 2018,
Terms of the lease are monthly rental payments of $2,011 for 36 months. At the end of the lease term, the County
will return the equipment.

The County entered intc a noncancellable lease agreement for four 2020 Western Star Dump Trucks on
November 25, 2019. Terms of the lease are monthly rental payments of $6,730 for 24 months. At the end of the
lease term, the County will return the equipment.

The County entered into a noncancellable lease agreement for a 2018 Freightiiner on March 19, 2019, Terms of the
lease are monthly rental payments of $2,853 for 24 months. At the end of the lease term, the County will return the
equipment.
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Commitments (Continued)

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

Year December 31, 2019
2020 $ 183,662
2021 84,604
Total $ 268,266

Rental expense for 2019 was $236,299.

County-Wide Reappraisal Contract

The County entered into a contract with Arkansas CAMA Technology, Inc. on Oclober 8, 2015, for a county-wide
reappraisal. The County is obligated for 80 monthly payments of $7,750 for a total of $465,000 beginning January 1,
2016. Confract expense for 2018 was $93 000.

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

Year December 31, 2019

2020 $ 93,000

Construction Caontract

The County was contractually obligated for the following construction contract at December 31, 2018:

Estimated Completion Contract Balance
Project Name Date December 31, 2019
Cross County Jail Construction September 1, 2021 3 13,055,648

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-19).
The extent of the impact of COVID-18 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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Subsequent Events (Continued)

On November 20, 2020, the County received $654,139 in federal aid from the Coronavirus Aid, Relief, and
Econcmic Securities (CARES) Act.  Additionally, the County was approved for federal aid of $250,000 for the
Community hospital through the Community Development Block Grant (CDBG) program; however, as of the
report date, these funds had not been received.

Pledged Revenues

The County pledged future 1.0% sales and use taxes to repay $14,155,000 in bonds that were issued in 2018
to provide funding for acquiring, constructing, equipping, and furnishing new jail and law enforcement facilities.
Total principal and interest remaining on the bonds are $14,155,000 and $3,179,120, respectively, payable
through October 1, 2030. The first principal and interest payments will be due in 2020.

The Sales and Use Tax Bond, Series 2019 Debt Service Fund received $205,015 in sales taxes in 2019. Any
sales taxes collected in excess of debt service payments on these bonds are required to be used for the early

retirement of the bonds until they are repaid.
Joint Venture: East Central Arkansas Regional Library

Cross and Woodruff Counties entered into an agreement on January 1, 1982, in accordance with Ark. Code Ann.

§
13-2-401 to establish the East Central Arkansas Regional Library. The agreement states that the purpose for

forming the regional library is to provide library services for the people of the two counties. The affairs of the
East Central Arkansas Regional Library are govemned by the regional board. The Regional Library Board
shall approve employment of regional library personnel, regional budgeting and expenditures, and regional
library policies. The East Central Arkansas Regional Library is funded by state aid and coordinates the
activities of the local county systems, which are funded by property tax. The system headquarters is located
at the Cross County Library in Wynne, Arkansas. The County Library paid $244,148 to the regional library for
professional services. Contact the East Central Arkansas Regional Library at 410 E. Merriman Avenue,
Wynne, Arkansas 72396 to obtain financial statements.

Jointly Governed Organizations

Delta Regional Authority

Cross and St. Francis Counties, including the Cities of Wynne and Forrest City, entered into an agreement
on February 11, 2003, to establish the Delta Regional Airport Authority (DRAA). The Regional Airport
Authority is governed by eight board members. Three commissioners were appointed by the Mayor of each of the
cities and one commissioner was appointed by the Judge of each of the counties. Any funds received by the
County relating to the DRAA are reflected in the respective financial statements. Any accounts handled
directly by the DRAA are notincluded. Contact the Delta Regional Airport Authority at 21 CR 703, Wynne,

Arkansas 72396 to obtain financial statements.

First Judicial Drug Task Force

The First Judicial District Drug Task Force is a jointly governed organization comprised of representatives
from Monroe, Lee, Phillips, St. Francis, Cross, and Woodruff Counties and participating cities within the
aforementioned counties. The Sheriff from each county acts as a representative. The County did not pay
any drug task force expenditures in 2019. Contact the First Judicial District Drug Task Force at 113 S. Main
Street, Clarendon, Arkansas 72029 to obtain financial statements.
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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 June 30, 2018 (date of APERS Employer Allocation Report) were $331,108.

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 $2,724,723.

Capital Assets
The County's capital assets records are summarized below:

December 31,

2019
Land $ 482,435
Buildings 5,841,968
Construction in progress 690,101
Equipment 4,683,608
Total $ 11,698,113
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