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INDEPENDENT AUDITOR'S REPORT

City of Bhannon Hills, Arkansas Officials and Council Membars
Legisiative Joint Auditing Committee

We have audited the accompanying general purpose financial statements that do nat include a statement of revenuas, expenditures,
and changes in fund balances - budget and aclual, for the general fund and special revenue fund type of the City of Shannon Hills,
Arkansas, as of and for the year ended Dacember 31, 1998, as listed in the table of contents. These general purpose financial
statements are the responsibility of the City's management. Qur responsibility is to express an opinion on these general purpose
financial statements based an our audit,

We conducted our audit In accordance with generally accepted auditing standards and the standards applicable o financial audits
contained in Govarnment Auditing Standards, issued by the Comptraller Ganeral of the United States. Those standards require that
we plan and perform the audit 1o obtain reasonable assurance about whether the general purpose financial statements are fres of
matarial misstaternant. An audit includes examining, on a test basis, evidence supporting the amaounts and disclosures in the general
purpase financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall general purpose financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

The general purpose financial statements referred to above do not include the financial information for the Water, Sewer and Fire
Department Funds and do not disclose certain required information concerning deposits and investments which should be included in
order to conform with generally accepted accounting principles, Because of the departure from generally accepted accounting principles
identified above, as of December 31, 1988, the Proprictary Fund Type (Water, Sewer and Fire Department Funds) assets, llabilities,
revenuas and expenses for 1999 would have increased by $1,717,188.68, $93,284.75, $405,112.3¢ and $364,156.93, respectivaly,

The genaral purpose financial statements also do not conform with generally accepted accounting principles to the extent that the
Combined Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual - General And Special Revenue
Funds for the year 1998 is not prasented as the budget adopted by the City Council was not sufficiently detailed to provide a meaningful
comparison between budgeted and actual data. Presentation of this statement is required by generally accepted accounting principles.

In our opinion, because of the effects of the matters discussed in the preceding paragraphs, the general purpose financial statements
referred to above do not present fairly, in conformity with generally accepted accounting principles, the financial position of the City of
Shannon Hills, Arkansas, as of December 31, 1609, or the results of its operations or the cash flows of its progrietary fund types for
the year then ended,

In accordance with Government Auditing Standards, we have also issued our report dated Aprit 17, 2000 on our eonsideration of the
City's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and
grants,

The Schadule of Funding Progress listed in the table of contents as Schedules 1 and 3 and the Schedule of Contributions from the
Employer and Other Contributing Entities listed as Schedule 2 are not a required part of the general purpose financial statements but
are supplementary information required by the Governmental Accounting Standards Board., We have applied certain limited procedures,
which consisted principally of inguiries of managamant regarding the methods of measurement and presentation of the supplementary
information, Howaver, we did not audit the information and express na apinion on it,

DIVISION OF LEGISLATIVE ALDIT
. A
Charles L. Robinsan, CPA, CFE
Legisiative Auditor
Little Rock, Arkansas
April 17, 2000
LOM2160895
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REFORT ONCOMPLIANCE, INTERNAL CONTROL QOVER FINANGIAL REFORTING AND OTHER MANAGEMENT ISEUES

City of Shannon Hills, Arkansas Officlals and Council Members
Legisiative Joint Auditing Committee

We have audited the general purpose financial statements of the City of Shannon Hills, Arkansas, as of and for the year
ended December 31, 1988, and have issued our report thereon dated April 17, 2000, i our report, qur opinion was adverse
because of the effects on the financial statements of not including all financial information of the reporting entity.  Alsc, the
required disclosures were not made concarning deposits and investments. We conducted our audit in accordance with
generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing
Standards. issued by the Comptroller Genaral of the United States.

Compliance

AL Governmental Auditing Standards

As part of oblaining reasonable assurance about whether the general purpose financial statements are frea of material
misstatement, we performed tests of the City's compliance with certain provisions of the state constifution, laws and
regulations, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinian an compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncomplignce that are required to be reported under Government Auditing Standards.

B. State Laws
We reviewed the City compliance with certain Arkansas laws concerning General and Municipal Court accounting,
budgeting, purchasing, bonding and invasting and depasiting of public funds. The City was in substantial compliance
with these laws except for the General and Municipal Court accounting and budgeting laws.

Internal_Contral Over Financial Reporting

In planning and perfarming our audit, wa considered the City's internal control over financial reporting in ordar to determine
our auditing procedures for the purpose of expressing our opinion on the general purpose financial statemerts and not to
pravide assurance on the internal cantrol over financial reporting. However, we roted a certain matter involving the internal
control ovar financial reporting and its operation that we consider to be a reportable condition. Reportable conditions involve
matters coming to our attention relating to significant defictencies in the design or aperation of the intermal controb over
financial reporting that, in our judgment, could adversely affect the City's ability to record, process, summarize and report
financial data consistent with the assertions of management in the general purpose financial statemants.

The: City had inadequate control aver cash transactions because of insufficient segregation of duties dua 1o a limited number
of personnal,

A material weakness is a condition in which the desion or aperation of ong ar more of the internal control componants does
not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the general
purpose financial statements being audited may occur and not be detacted within a timely period by employees in tha normal
course of performing thair assigned functions. Our consideration of the intemal cantrol over financial reporting would not
necessarily disclose all matters in the internal control that might be reportable condilions and, accordingly, would not
necessarily disclose all reportable conditions that are aiso considered to be material weaknesses. However, we consider the
reporiahle condition described above relating to inadequate segregation of duties to ba a material weakness,

Qther Management Issues

The commentary contained in this section relates 1o the following officials that held office during 1998:

Mayar: Larance Davis

Recorder/Treasurer:  Marilyn Moora (1-1-88 - 11-2-99), Leonard Holmes (11-2-99 - 12-31-09}
City Court Clerk: Wandy Denby (1-1-99 - 10-26-99)

Palice Chief: Richard Vinyard
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Our awdit procadures indicated that the Office of the Police Chief was in substantial compliance with Arkansas fiscal and
financial laws. Noncornpliance with state law and inadequate internal control procedures were noted in the Offices of the
Mayor, Recorder/Treasurer and City Court Clerk and are cited below:

The Mayer's Office did not project the anticipated revenues for the year for the City Ganeral and Straet Fund
as part of preparing the 1998 annual budget; the City did not adopt an annual budget until Ordinance No, 98-06
was passed on June 11, 1999; several checks issued were classified with expenditure codes which were not
included in the adopted budget {(some checks wera not coded at all) and numerous expenditures of over $200.00
requiring dual signaturas were signed by the Mayor only. As a result, these expenditures appear 10 have been
made without approval of the City Council.

Tha Recorder/Treasurer's Office's cash receipt and disbursement journals were not maintained in a manner
whereby the monthly revenue and expenditure classifications could be totaled and reconciled to the bank
statemants; the Recorder/Treasurer did not prepare a menthly report to the City Council informing them of the
financial position and budget status of the City, resulting in inadequate information, with which the City Council
and Mayor can make budgeting decisions; na listing of the Gity's land, buildings and equipment was maintained
by the Recorder/Treasurars Office ensuring accountability for these fixed assets; and the City's six-month
financial statements were not published for the period covering the tast six months of 1999

The Gity Court Glark’s Offica did not properly maintain the cash receipts and disbursements journal after
October of 1999, Also, bank reconciliations were not prepared after the month of October, 1899, resulting in
the ending bank balance not being identified with receipts for casas not yet processed through Court. Complated
ticket books were not filed with the Court Glerk and could not be reconciled to the tickels reflected on the arrest
reports, thus ensuring that all tickets issued were pocessed through the court system.

This report is intended solely for the information and use of the Legislativa Joint Auditing Commilttes, state executive and
oversight management, City’s management, the federal awarding agencies and pass-through entities, if applicable and is not
intanded to ba and should not be used by anyong othar than thase specified parties.

DIVISION OF LEGISLATIVE AUDIT

Eavid K ft.K:’A. EEE

Deputy Legislative Auditor

Little Rock, Arkansas
April 17, 2000




CITY OF SHANNON HILLS, ARKANSAS Exhibit A
COMBINED BALANGCE SHEET - GOVERMMENTAL AND FIDUCIARY FUND TYPES AND ACCOUNT GROUP
DECEMBER 31, 1928

Tatals
Fiduciary [Memorandum
Fund Types Account Group Cnlyy
Governmental Fund Types Trust Generak December 31,
General Special Revenue and Agency Fixed Assels 18640
ASSETS
Cash and cash equivalents 3 47 025.70 5 106,292,665 5 47,354 34 % 200,672.79
Receivables:

Taxes 24 550.55 92,75 2455341
Land and buildings ) 59.515.42 5051542
Equipment 55,932.50 55,832.50

TOTAL ASSETS b 71,566.44 & 106,385.42 5 47,354,234 3 115,447.52 % 34077412
UABILITIES AND FUND EQUITY
Liabilities:

Accounts payakble Y 3,985.22 5 548,44 S 4,533.65

Payroll taxes payable 202.85 £1.80 204 85

Payroll payable 3,600.72 554.10 4,244 .82

Bonds, fings and costs pending 5 3,335.64 3,335.64

Total Liabilities FA7E.7Y 1,184.34 3,335.64 ) 12,408.77
Furd Equity:
Investment in general fixed assets 5 119,447 .02 115,447.82
Fund batances:
Resarved:
Employees' pensicn benefits 44 018.70 44 018,70
Unreserved:
Undesignated 53,707.65 105,191.08 168 808.73
Tolal Fund Equity 63, 707.65 105,191.08 44 018.70 115,447.92 326,365.35
TOTAL LIABILITIES ANMD FUND EQUITY ] 71,585.44 % 106,385.42 5 47,354 34 % 115,447 52 5 340, 77412

The accompanying notes are an integral part of these financial statements.




CITY OF SHANNOM HILLS, ARKANSAS Exhikit B
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES M FUND BALANCES - Page 1
GOWVERNMENTAL FUND TYPES
FCOR THE YEAR ENDED DECEMBER 31, 1992

Totals
(Memarandum
Only)
Year Ended
December 31,
General Special Revenue 1992
REVEMLIES I —
Intergovernmental revenues - state % 33.867.11 10433660 § 138.203.71
Froperty taxes 23,004.35 11,076.80 37115
Franchise taxes &0,486.75 60,488.75
Sales taxes 71,51578 71,515.78
Fings, forfeitures and costs 30,881.89 30,581,809
Investment income 2,042.42 2.419.29 4,451,711
Local permits and fees 21,870.00 21,870.00
Other 5, 726,04 5,138.30 10,852_.34
TOTAL REVEMUES 240,484.34 122 965 94 AT2453.33
EXPENDITURES
Current:
General government 254 495,90 254,495 90
Lew enforcement a0,031.17 8,300.1 38,340.38
Highways and strasts 74 035.13 74 056,13
Public safety 2,411.00 2.411.00
Total Current 284 527.07 84,776,534 350,303.41
Capital outlay 27.854.33 27,854 33
TOTAL EXPENDITURES 312,381.40 B4.776.34 397, 157.74
EXCESS OF REVENUES OVER
{UNMDER) EXPENDIWTURES G2, 897.08) 33,182 65 {24,704.41}%




CITY OF SHANNORN HILLS, ARKANSAS Exhibat B
COMBINED STATEMENT OF REVEMUES, EXPENDITURES AND CHANGES IN FLND BALANCES - Page 2
GOVERMNMENTAL FUND TYPES
FOR THE YEAR EMDED DECEMBER 21, 1999

Tatals
{Memorandurm
Onlyy
Year Ended
December 31,
General Speciat Revenue 1950
OTHER FINANCING SOURCES {USES)
Comtribution from water departrnent § 15,146.76 L 15,146.76
Contribution to water department 3 {1,554 48} (1,554 45}
TOTAL OTHER FINANCING SOURCES (USES) 15,146.76 {1,554.45) 13,502.30
EXCESS OF REVEMUES AND OTHER SOURCES
CWER [(UNDER) EXPENDITURES AMD
OTHER USES (47, 750.30) 36,638.19 {11.112.11}
FUND BALANCES - JANUARY 1, AS PREVIOUSLY REPORTED 04 437.52 a7.715.98 182,153.50
Restatement adjustment 17,020.43 (29,163.0%) (12,142 68)
FUND BALAMCES - JANUARY 1, AS RESTATED 111,457.55 58,552 84 180,010.84
FUND BALAMCES - DECEMEBER 31 ¥ 63,707 .65 5 105,191.08 b 168,898.73

The accompanying notes are an integral part of these financial statements.
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CITY OF SHANMON HILLS, ARKANSAS
STATEMENT OF PLAN NET ASSETS - PENSION TRUST FLIND
AS OF DECEMBER 31, 1995

ABSETS
Cash and cash equivalents §

FUND BALANCE RESERVED FOR
EMPLOYEES' PEMSION BEMEFITS 5

{& schedule of funding progress for the Firemen's Pension plan is presented as Schedule 1.

The accompanying notes are an integral part of these financial statements.

Exhikit C

Firemen's
Peansicn

44.018.70

44,018,700



CITY OF SHANNOM HILLS, ARKARMSAS Exhibit D
STATEMENT OF CHAMGES IN PLAN NET ASSETS - PENSION TRUST FUND
FOR THE YEAR ENDED DECEMBER 31, 1298

Firemen’s
Pension
ADDITIONS
Cortribations:
Other sources - state funds $ 826.52
Imvestment incame:
Interest T3
Dividends 1,898.36
Total investment income 1,935.31
TOTAL ADDITIONS 2,564 03
DEDUCTIONS
Benefits 4,080.00
Administrative expense F7.50
TOTAL DEDUCTIONS 4,157.50
MET INCREASE {1,593.47}
FUMD BALANCE RESERVED FOR EMPLOYEES
PENSIOMN BENEFITS
BEGINNING GF YEAR 45 61217
END OF YEAR s 44 018,70

The accompanying notes are an integral part of these financial statements.
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NOTE 1:

CITY OF SHANNON HILLS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1983

Summary of Significant Accounting Policies

The accounting methods and procedures adepted by the City conform to generally accepted accounting principles as
applied to governmentat entities. The following hotes ta the finzncial statements are an integral part of the City's General
Purpose Financial Statements.

A

Financial Reporting Entity

The Gity of Shanmon Hills was incorporatad under the laws of the State of Arkansas and operates under an elected
Mayor-Council form of government.  As required by ganerally accepted accounting pringiples, the financial statements
of tha reporting entity include those of the City (the primary governrment}.

Basis of Presentation - Fund Accounting

The accounting system is organized and operated an a fund basis. A fund Is defined as a fiscal and accounting entity
with a self-batancing set of accounts recording ¢ash and cther financial rescurces, together with il related lisbilities
and residual equities or balances, and changes therein, which are sagregated for purposes of carrying on specific
activities or attaining certain objectives in accardance with special regulations, restrictions, or limitations.  Account
groups are used to establish accounting control and accountability for general fixed azsets and general long-lerm debt.
The following types of funds and account groups are recognized in the accompanying financial statements.

Governmental Funds

General Fund - The General Fund is the general operating fund and is used to account for all financial resources,
except those required o be accounted for in another fund,

Special, Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue sources
that are legally restricted to expenditures for spacific purposes.

Fiduciary Funds

Trust and Agency Funds - Trust and Agency Funds are used to account for assets held by the entity in a trustee
capacity, or as an agent for individuals, private organizations, other governmental units, and other funds. These
include Pension Trust Funds and Agency Funds.

Agcount Group

General Fixed Agsets - This group of accounts is established to accourt for ail fixed assets of the entity, other than
those accounted for in the proprietary funds.

Basis of Accounting

Basis of Accounting refers to when revenuess and expenditures or expenses are recognized and reported in the
financial statements. All governmental funds and agency funds are accounted for using the modified accrual basis
of accounting. Their revenues are recognlzed when they become measurable and available as net current assets,
Available means collactible within the current period or soon enough thereafler to pay current liabilities. Expenditures
are generally recognized under the modified accrual basis when the related fund liability Is incurred. Exceptions to
the general rule include: (1) principal and interest on gereral long-term dabt which is recognized when due and
(2 prepaid expenses, which are not recarded. The accrual basis of accounting Is followed in all Fensior Trust Funds,
Under the accrual basis, revenues are recognized when earned, and expenses are recorded when incurred, except
for pension trust fund llabilities for benefits and refunds which are recognized when due and payable in accordance
with the terms of the plan.

G




NOTE 1:

CITY OF SHANNON HILLS, ARKANSAS
NOTES TO FINANGIAL STATEMENTS
DECEMBER 31, 1999

Summary of Significant Accounting Policies (Continued)

D.

General Fixed Assets

General fixed assets purchased are recorded as expanditures at the time of purchase. Such assets, excluding
infrastructure assets, are capitalized at cost in the general fixed assets group of accounts.  Gifts or contributions aor
general fixed assets purchased at nominat sums are generally recorded in the general fixed assets group of accounts
at fair market value at the time received. Infrastructure assets, such as bridges, curbs and gutters, streets and
sidewalks, drainaga systems, lighting systems and other elements of public domain are not reported in the general
fixed assets group of accounts, Such assets are immovable and of value only to the City. No depreciation has been
pravided on general fixed assets.

Property Taxes

The accompanying financial statements do not raflect any provision for property taxes which were levied in Novernber
of our audit year. A lien attaches 1o the real property in January and on personal property in Juna of our audit year.
These taxes are collectible beginning the first busingse day of March of the year subsequent to our audit year.
However, such taxes are not considered delinguent until after October 10 of the year subsaguent to our audit. Taxes
levied in Movember of our audit year are not available as a resource that can be used to finance current year
cperations and therefora, are not susceptible to accrual.

Recsivables

Receivables primarity consist of Municipal Court fines, property taxes and sales taxes collected by another agency
but not yet remitted to the City, Interest i= recorded on the accrual basis in the Pension Trust Funds. Since few
governmental fund revenues are susceptible to accrual prior fo receipt, most taxes, licenses, fees, parmits and similar
revenues are recognized on the cash basis,

Invantory

The cost of governmental fund type inventories is recorded as an expenditure when purchased rather than when
consumed (purchase method). The City had no significant inventories in the governmental fund types.

Fund Equity
Fund Balance -

1. Reserved Fund Balance indicates that portion of fund equity which has bean legally segregated for specific
purpases,

2. Undesignated Fund Balance indicates that portion of fund equity which is available for budgeting in future periods,
Budgatary Controls
1.  Legal Requirements

State law requires that these procedures be followed in establishing the budgstary data reflected in the financial
statemeants:

a.  Prior to December 1, the Mayor submits to the City Council a proposed operating budget for the General and
Special Revenue Funds for the calendar year commencing the following January 1. The operating budget
includes proposed expenditures and the means of financing them.




CITY QF SHANNON HILLS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1995

NOTE 10 Summary of Significant Accounting Policies (Continued)
|.  Budgetary Controls {Continued)
1. Legal Reguirements (Continued)

b. The proposed budget is discussed at a City Council meeting prior to adoption.

¢. Prior to February 1, the budget is legally enacted by action of the City Council,

d.  Appropriations lapse at the end of each year,

e, Under certain conditions, the budget may be amended subsequent to the year-end,

The budgeted revenues and expenditures represent the format operaling budget adopted by the City Council, as
amended by the Council during the year.

The City di¢t not comply with the above requirements in that anticipated revenues were not projected and made
a part of tha City’s budget. Alsa, the City budget was not adopted untii June 11, 1999,

2. Accounting
The City prepared an annual budget on the modified accrual basis for the General Fund and all the Special
Revenue Funds except for tha Local Police and Fire Retirement Systern Fund. Formal budgetary policies are not

employed for the Fiduciary Fund Types.

The foliowing individual fund had an excess of actual expenditures over budget for the year ended December 31,

1999:
December 31, 1999
Fund Budget Expendituras Excess
Generat $ 200,788.00 % 312.381.40 % (21,583.40)

J.  Cash Equivalents
Cash equivalents are considered ta be all highly liquid investments {including restricted assets) with a maturity of three
months or less when purchased. The City made investmants in the Arkansas Local Govaernmant Cash Management
Trust which is an investment pool. The investments are considered cash equivalents and represent $136,933.32 of
tha total cash and cash equivalents on Exhlblt A,

K. Encumbrances

The City does not utilize an encumbrance system to record outstanding purchase commitments that have nat yet
resulted in liabilities,

NOTE 20 Mamorandum Totals

Combined financial statements of fund types and account groups have a "total” column that aggregates the columnar
statemants by fund type and account group. The total colurmn is captioned *Memerandum Only” because the total column
on a caombined financial statement is not comparable {e a consolidation.




NOTE 3

NOTE 4

NOTE 5:

CITY OF SHANNON HILLS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1999

Fublic Fund Deposits and Investments

The accompanying notes to the financial statements do not include the following credit risk information required by
Governmental Accounting Standards Board Statement No. 3 pertaining to the carrying amount of total deposits and
investments:

A

information disclosing whether deposits are:

{1} Insured or collateralized with securities held by tha entity or its agent in the entity’s name;

(2} Collateralized with securitios held by the pledging financial institution's trust department or agent in the entity's
name;

(3) Uncollateralized.

information disclosing whether investments are:

{1} Insured or registared, or securities held by the entity or its agent in the entity’s name;

{2) Uninsured and unregistered, with securities held by the counterparty's trust department ar agent in the entity's
name,

{3} Uninsured and unregistered, with securities held by the counterparty, or by its trust department or agent but not
in the entity’s name.

Information concerning the extent of insurance coverage was not compiled by tha entity nor readily availabie from their
records.

Lagal or Contractual Provisions for Deposits and investments

A

Governmental Fund Types

Stata law generally requires that municipal funds be deposited in federally insured banks located in the Btate of
Arkansas. The municipal deposits may be irt the form of chacking accounts, savings accounts, and/or time deposits.,
Fublic funds may also be invested in direct obligations of the United States of America and obligations the principal
and interest on which are fully guaranteed by the United States of America.

Pension Trust Fund
Firamen's FPensions

State law provides certain restrictions for firemen’s pension trust funds, If the total assets of the firemen’s pension
trust funds ara less than one hundred thousand dollars ($100,000), the funds may be deposited or invested as noted
in the preceding paragraph and may also include the following: deposits in federally insured savings and loans lacated
in the State of Arkansas and notes secured by mortgages on real estate guaranteed either by the United States
government or by a corporation approved by the State Cosrnissloner of Ingurance.  Investments of other types are
allowed by State law. but it has not heen @ common practice to utilize them. If the total assets of the firemen's
pension trust funds exceed one hundred thousand dollars ($100,000), the fund may employ a professional investmant
counselar to invest the assets subject to the prudent investor rule andior in no-load mutual funds.

Fund Presentation

The Special Revenus Fund heading as it appears in the financial statemerts includes the following funds: Street and Local
Folice ard Fire Retirement Systam.

K-8




NOTE &

NOTE 7:

NOTE &:

NOTE @

CITY OF SHANNON HILLS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1989

Changes in General Fixed Assets

Balancea
January 1, Balance
1999 as January 1, Balance
Praviously Restatlement 1999 December 31,
Reported Adjustment a5 Restated Additions Deletions 1999
Land and
buildings $ 5951542 $ 5951542 ¥ 59,515.42
Equiprment 109,068.59 §  (80,990.42) 28,07817 % 27.854.33 55,8932 50
Totals $ 168,584.01 $ (B80,000.42) $ B7593.58 § 27854323 § 00§ 115,447.92

The General Flxed Assets accaunt group was restated at January 1, 1999 in the amount of $80,990.42 to agree with the
City's invertory taken on April 7, 2000. The City did not maintain an inventory with contral totals prior to the
aforementioned date.

Compensated Absences

Compensated absences do vest or accumulate, Accruals for compensated absences have not been reflected in the
accompanying financial statements. The amount accumulated was not material.

Legal Debt Limit - Tax Secured Bond Issues

The City is subject to & constitutional limitation for bonded indebtedness equal to twenty percent (20%) of the total
assessed value for tax purpases of real and personal property as determined by the last tax assessment. At December 31,
1999, the legal debt limit for the City was §1,453,432.00. There ware no tax secured bond issues.

Arkansss Fublic Employees Retirement System

Plan Description. The Gity contributes to the Arkansas Public Employess Retlrement System (PERS), a cost-sharing
multiple-employer deflned benefit pension plan that covers municipal employees whose municipalities have elected
coverage urder this System. PERS provides retirement and disability banefits, annual cost-of-living adjustments, and death
benefits to plan members and beneficiaries. Benefit provisions are established by State law and can be amended onily
by the Arkansas General Assembly. The Arkansas Public Employess Retirement System issues a publicly available
financiat report that includes financial statements and required supplementary information for PERS. That report may be
obtained by writing to Arkansas Public Employees Retirement Systern, One Union National Plaza, 124 W. Capitol, Little
Rock, Arkanzas 72201 or by calling 1-800-682-7377.

Funding Policy. PERS has contributory ard non-contributory plans.  Contributory mambers are required by code to
contribute 6% of their salary. Each participating employer is raquired by code to contribute at a rate established by the
Board of Trustees of the system based on the annual actuarial valuation. The current employer rate is 10.02% of annual
covered payroll. The City's contributions to PERS for the years ending December 31, 1999 and 1998 were $17,152.33
and $16,295.18, respectively, equal to the required contributions for each year,
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CITY OF SHANNON HILLS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1888

NOTE 10: Flremen's Pension and Relief Plan
Plan Description

The Firernen's Pension and Relief Plan is a single-employer defined benefit pension plan that covers municipal firemen
employed prior to January 1, 1983. The plan, administered by the City, provides retiremertt, disability and survivor benefits.
Benefit and contribution provisions are established by State law and can be amended only by the Arkansas General
Assembly. State law doss provide that upon actuarial soundness of the plan, the Board may increase retirament benefits.
At December 31, 1997, plan membership consisted of:

Retirees and beneficiaries
ctrrently receiving henefits 3

Terminated members entitled to
but not yet recelving benefits o

Active members 1"

The plan was closed to new entrants on January 1, 1883, The plan does not issue a stand-along financial report but is
included in the City's financial report,

Surnmary of Significant Accounting Policies

Basis of Accounting. The Firemen's Pension and Relisf Flan financial statements are prepared using the accrual basis
of accounting., Contributions are recognized when due. Benefits and refunds are recognized when due and payable in
accordance with the terms of the plan.

Method Used to Value Investments. Invastmants are reported at fair value, Securities traded on a national or international
axchange are valued at the last reported sales price at current exchange rates. Investments that do not have an
established market are reported at estimated fair value,

Cantributions

Active participants of the plan are required to make contributions of not less than six percent (6%) of their salary to the
plan. Active volunteer firemen are required to make contributions of twelve dollars ($12) per year, Tha City is required
by state law to contribute an amount equal to but not less than six percent (6%) of the participant's salary and an amount
equal o the contribution paid by any volunteer fireman, The plan is also fundsd with state insurance tax and property tax
on real estate and personal property. If the funds in tha plan should be insufficlent to make full payment of the amount
of pensions to all persons entitled, then the funds shall be prorated ameng those entitled by the proper autheritios as may
be deemed just and equitable.

Annual Pension Cost and Net Pansion Obligation

The annual pension cost for the plan for the current year is $556.00. The employer's contribution to the plan for the current
year Is $ .00, and the contributions from other contributing entities are $629.00. Any difference between the annual
pension cost and the employer's contributions and the contrlbutions from other contributing entities has not been reflected
in tha City's general purpose financial statemants because the City is not obligated to pay the statutarily required benefits
if the plan’s assets are not sufficient.

* Information obtained from actuarial report.




NOTE 11:

CITY OF SHANNON HILLS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 21, 1999

Local Folice and Fire Retirement Systam (LOPFI)
(A Defined Benefit Pansion Plan}

Flan Description

The GCity contributes to the Local Police and Fire Raetirement System (LOPFI). an agent multiple employer retirement
system that acts as @ common investment and administrative agent for cities and towns in Arkansas. The plan provides
retirement and disability benefits, annuat cost-of-living adjustments, and death benefits to plan mermbers and beneficiaries.
Benefit provisions are established by State law and can be amended only by the Arkansas General Assembly. The
Arkansas Local Police and Fire Retirement System issues a publicly available financial report that Includes financial
staternents and required supplemeantary information for LOFFI. That report may be obtained by writing to Arkansas Local
Polica and Fire Retirement System, P. O. Drawer 34164, Litle Rock, Arkansas 72203 or by calling 1-301-882-1745.

Funding Palicy

The employee contribuiion rate depends on the type of service being rendered and whether or not the service is also
covered by Social Security. The different employee contribution rates required by state law are:

1. Paid service not covered by Social Security: 6% of gross pay
2. Paid service also coverad by Social Security: no employee contribution
3. Volunteer fire service: no amployee contribution

The City is required to contribute at an actuarally determined rate; the current rate is 7.66% of annual covered payroll for
paid service police and $13.72 per month, per member for volunteer service fire. The contribution requirements of plan
members are established and may be amended by State law. The contribution requirements of the City are established
and may be amended bty the LOPFI Board of Trustees.

Annual Pension Cost

For 1989, the City's annual penslon cost was equal to the City's reguired and actual contributions.  The required
contribution was determined as part of the Dacember 31, 1997 actuarial valuation using the individual entry age actuarial
cast method. The actuarial assumptions included (a) 7.5% investment rate of return {net of administrative expenses), (b)
projected salary increases ranging from 5.2% to 9.0% per year, and {c) 3% per year cost-of-living adjustments. Both (a)
and (b) included an inflation component of 5%. The actuarial value of assets was equal to reported book value, adjusted
to partially recognize the difference between book value and market valus. Changes in accumulated unrealized
appraciation/depreciation are spread over five (5) year pericds. The City's unfurded actuarial aggrued liability is being
amortized as a lavel porcent of payroll on an open basis. The remaining amortization period was 30 years.

Trend Information for LOPFI

Paid Service Police 18489 1998 1997
Annual Pension Cost (APC) 5 7.809 $ 6,954 $ 4,663
Percentage of APC Contributed 100% 100% 100%

MNet Pension OQtligation 0 0 0




NOTE 11:

NOTE 12:

NOTE 13:

CITY OF SHANNOCN HILLS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1993

Local Police and Fire Retirement System (LOFPFI) {(Continued)
(A Defined Benefit Pension Plan)

Trend information for LOPFI

Volunteer Service Fire 1949 1998 1997

Annual Pension Cost (APC) $ 2,387 $ 2,540 $ 2,300
Percentage of APC Contributed 100% 100%: 100%
Net Pension Obligation 0 0 0

Deferred Compensation Plan

The Gity offers its employees a deferred compensation plan created in accordance with Internal Revenue Code
Saction 457. The plan, available to all regular full-time general employees of the City, permitz participants to dofer a
portion of thair salaries untit future vears. The defarred compensation is not available to the participants until terrmination,
retirernent, death or unforeseeable emergency.

The City deposits all amounts of compensation deferred under the plan with PEPSCO which serves as clstodian of the
plan.

Allamounts of compensation deferred under the plan, all property and rights purchased with those amounts, and all incomea
attributable to those amounts, property, ar rights are held in trust for the exclusive benefit of participants and their
beneficlaries. Prior to racent legisiative changes, these amounts were solaly the property and rights of the City subject only
to the claims of the City's general craditors. At December 31, 1999, as a result of the legisiative changes, the deferred
compensation investments are no longer reported in the City's financial statements as an agency fund.

Prior Year Restaternent
The Cambined Statement of Revenuss, Expenditures and Changes in Fund Balances - Governmental Fund Types was

restated at January 1, 1999 to adjust for receivables recorded in 1888 in error. The adjustments to fund halances of the
General Fund and Special Revenue Funds at January 1, 1999 were $17,020.43 and ($29,163.09), respeactively,
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CITY OF SHANNON HILLS, ARKANSAS
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS
FIREMEMN'S PEMSION AMD RELIEF PLAN

{Unaudited)
Actuarial
Accrued
Actuarial Actuarial Value Liabilify {AAL) Unfunded AAL Funded
Yaluztion Daie of Assets {a) - Eniry Age (b) {UAALY (h-a) Ratio {a'b)
12431197 k] 45,124 3 47 968 3 1,844 95%

Assets are valued at market beginning 1253197,

Covered
Payroll {c)

Schedule

UaAL as a
Percentage of
Coversd Payroli

{{b-alch

0%



CITY OF SHANMON HILLS, ARKANSAS Schedure 2
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CONTRIBUTIONS FROM THE EMPLOYER AND CTHER CONTRIBUTING ENTITIES
FIREMEN'S PENSION AND RELIEF PLAM

{Unaudited)
Employer Contributions
{a} Annual
Required (B + A} Cther Entities Contributions
Year Ended Contribution Percentage Required Percentage
December 31, {ARC) Contribeted Contribution Contributed
1994 5 556.00 0% L3 G28.00 100%:
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CITY OF SHANNON HILLS, ARKANSAS
NOTE TO THE SCHEDULE OF FUNDING PROGRESS
AND SCHEDULE OF CONTRIBUTIONS FROM THE EMPLOYER
AND QTHER CONTRIBUTING ENTITIES

The information presented in the required supplementary schedules was determined as part of the actuarial valuations at the dates
indicated. Additional information as of the latest actuarial valuation follows:

Firgmen's
Pension
and Relief
Plan
Valuation date 12031197
Actuarial cost method Entry age
normal
Amortization method Level percent
closed
Remaining amortization period 10 years
Aszet valuation method Market
Actuarial assumptions:;
Investment rate of return 5%
Projected salary increases™ 4.2-8.0%
*Includes inflation at 4%
Cost-of-living adjustments Nona
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Actuarial
Yaluation Date
Paid Service Police
1231/98
12731087
12731796

Vodunteer Service Fire
12/31/96
12034597
12/31/86

Actuarial Yalue
of Assets [a)

§ 67,558.00
53,110.00
42,500.00

32,929.00
26,437.00

21,278.00

CiTY OF SHANNCHN HILLS, ARKANSAS

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF FUNDING PROGRESS

LOCAL POLICE AMD FIRE RETIREMENT PLAMN

Schedule 3

(Unavdited)
Actuarial JAaal as a
Accrued Percentage of

Liability {AAL) Unfunded AAL Funced Covered Covered Payrel

- Entry Age (b} {UAALY (b-a) Ratio {a/b} Payroll () [[b-alic)

b ¥2,608.00 k3 5.049.00 93% % 05,376.00 5%
33,967.00 {10,143.00} 158% 51,029.00 {A8)%:
26,344.00 {13.465.00) 1455%, 66,112.00 {20)%
2716500 (5,764.00) 121% MFA MiA
21,002.00 {5,435.00) 126% A A
23,033.00 1,763.00 Q2% MiA WA



