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INDEPENDENT AUDITOR'S REPORT

City of West Memphis, Arkansas Officials and Council Members
Legislative Joint Auditing Committee

Wa have audited the accompanying regulatory basis financial statements of the general fund, street fund, and other funds in
the aggregate of the Gity of West Memphis, Arkansas, as of and for the year ended December 31, 2008, as listed in the
table of contents. These financial statements are the responsibility of the City's management. Our responsibility is to
express opinions on these financial statements based on our audit.

Woe conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reascnable assurance about
whether the financial statements are free of material missiatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

As described more fully in Note 1(B and C), the City has prepared these financial statements using accounting practices
prescribed or permitted by Arkansas Code, which practices differ from accounting principles generally accepted in the
Unitad States of America. The effect on the financial statements of the variances between these regulatory accounting
practices and accounting principles generally accepted in the United States of America, although not reasonably
determinable, are presumed to be material.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial statements referred
to above do not present fairly, in conformity with accounting principles generally accepted in the United States of America,
the financial position of the City of West Memphis, Arkansas, as of December 31, 2008, or the changes in its financial
position or where applicable, its cash flows, thereof for the year then ended. Further, the City has not presented a
management's discussion and analysis that accounting principles generally accepted in the United States has determined is
necessary to supplement, although not required to be part of, the basic financial staterments.

The Utility and Airport Funds have not been included in the City’s regulatory basis financial statements. The regulatory
basis as prescribed or permitted by Arkansas Code requires the Utility and Alrport Funds to be presented as part of the
other funds in the aggregate, thus increasing the column’s assets, liabilities, revenues, and expenditures. The amount by
which this departure would affect the assets, liabilties, revenues, and expenditures of the other funds in the aggregate
column is not reasonably determinable. The City's regulatory basis financial statements also do not disclose all the required
information concerning deposit and investment risks, which should be included in order to conform with the regulatory basis
of accounting described in Note 1(C).

In our opinion, because of the effects on the financial statements of the omissions described in the preceding paragraph, the
financial statements referred to above do not present fairly, in all material respects, the respective regulatory basis financial
position of the other funds in the aggregate of the City of West Memphis, Arkansas, as of December 31, 2008, and the
respective changes in the regulatory basis financial position for the year then ended on the basis of accounting as described
in Note 1(C).

In our opinion, except for the effects of not disclosing all required information conceming deposit risks, the financial statements
referred to above present fairly, in all material respects, the respective regulatory basis financial position of the general fund
and street fund of the City of West Memphis, Arkansas, as of December 31, 2008, and the respective changes in the
regulatory basis financial position, and the budgetary results for the general fund and street fund for the year then ended on
tha basis of accounting as described in Note 1(C).
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In accordance with Govermmant Auditing Standards, we have also issued our report dated February 23, 2010 on our
consideration of the Gity's internal control over financial reporting and our tests of its compliance with certain provisions of the
state constitution, laws, Tegulations, contracts and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of interal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Governrient Auditing Standards and should be considered in assessing tha results of our audit.

Our audit was conducted for the purpose of forming opinions on the accompanying regulatory basis financial statemeants of the
City of West Memphis, Arkansas. The accompanying financial information listed as supporting schedules in the table of contents
is presented for purposes of additional analysis and is not a required part of the financial statements of the City of West Memphis,
Arkansas. Such information has been subjected to the auditing procedures applied in the audit of the financial statements and, in
our opinion, because of the effects on the financial information in the supporting schedules of the omissions described above,
such information is not presented fairly in all material respects in relation to the financial statements taken as a whole. The
supplementary information in the Schedule of Capital Assets required by the regulatory basis of presentation and the Schedule of
Selected Information for the Last Five Years as listed in the table of contents as Schedules 3 and 4 are presented for the purpcse
of additional analysis. We have not applied auditing procedures to this information and, accordingly, we express no opinion on
these schedules.

DIVISION OF LEGISLATIVE AUDIT

o

Roger A. Norman, D, CPA, CFE
Legislative Auditor

Little Rock, Arkansas
February 23, 2010
LOM109408
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REPCRT ON INTERNAL CONTROL OVER FINANCIAL REPORTING, COMPLIANCE AND OTHER MATTERS,
AND OTHER {SSUES BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

City of West Memphis, Arkansas Officials and Council Members
Legislative Joint Auditing Committee

Wa have audited the accompanying regulatory basis financial statements of the general fund, street fund, and other funds in the
aggregate of the City of West Memphis, Arkansas, as of and for the year ended December 31, 2008 and have issued our report
thereon dated February 23, 2010. We issued an adverse opinion because the City prepared the financial statements using
accounting practices prescribed or parmitted by Arkansas Code, which differ from accounting principles generally accepted in the
United States of America. The effect on the financial statements of the variances between these regulatory accounting practices
and accounting principles generally accepted in the United States of America, although not reasonably determinable, are
presumed to be material. However, with respect to the basis of accounting described in Note 1(C), our opinion on the other funds
in the aggregate was adverse because of the effects on the financial statements of not including the Utility and Airport funds,
which are material to other funds in the aggregate, and our opinions on the general fund and street fund were qualified because
required disclosures were not made concerning deposit risks. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.,

Intemal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Wast Memphis’ internal control over financial reporting as a basis
for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City's internal control over financial reporting. Accordingly, we do
not express an opinion on the effactiveness of the City’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding paragraph and
would not necessarily identify all deficiencies in interal control over financial reporting that might be significant deficiencies or
material weaknesses. However, as discussed below, we identified certain deficiencies in intemnal control over financial reporting
that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant deficiency is a
control deficiency, or combination of coniral deficiencies, that adversely affects the City's ability to initiate, authorize, record,
process, or report financial data reliably in accordance with the regulatory basis of accounting as prescribed or permitted by
Arkansas Code such that there is more than a remote likelihood that a misstatement of the City's financial statements that is more
than inconsequential will not be prevented or detected by the City's internal control. We consider the following deficiencies to be
significant deficiencies in internal control over financial reporting:

2008-1 To ensure the proper safeguarding of assets, financial accounting duties relating to initiating, receipting, depositing,
disbursing, and recording cash transactions should be distributed among appropriate employees. The City officials,
as specified in the Other [ssues section of this report, did not segregate these duties to sufficiently reduce the risks of
fraud or error and properly safeguard the City's assets, because of limited financial resources. We recommend that
the financial accounting duties in each office be segregated among employees to the extent possible.

The City officials, as specified in the Other Issues section of this report, responded and indicated that their offices will

segregate the duties relating to initiating, receipting, depositing, disbursing, and recording cash transactions to the extent
possible with the current staffing levels.
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2008-2 Arkansas Code requires City managemant to maintain financial records. The City's financial records contained
numerous posting, classification, and omission errors.

Other Funds in the Aggregate contained misstatements in assets of $2,810, in revenues of $970,764, and in
expenditures of $314,994, due to posting errors, unrecorded transactions, and classification errors. The appropriate
adjustments have been made by City management. Adjusting journal entries, supporting documentation, and
financial transactions should be reviewed by proper supervisory personnel to avoid erroneous or invalid entries to the
financial records.

We recommend procadures be implemented to ensure that all assets, revenues and expenditures are property
accounted for and recorded.

The Treasurer/Finance Director responded that every effort will be made to ensure that correct entries and postings
are made to the acoounting records and the appropriate entries to the financial records are approved.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements will not be prevented or detected by the City's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph of this
saction and would not necessarily identify all deficiencies in the internal control that might be significant deficiencies and,
accordingly, would not necessarily disclose all significant deficiencies that are also considered to ba material weaknesses.
However, of the significant deficiencies described above, we consider items 2008-1 and 2008-2 to be material weaknesses.

The City's response to the findings identified in our audit is described above. We did not audit the City's response and,
accordingly, we express no opinion on it.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City's financial statements are free of material misstatement, we
performed tests of the City's compliance with certain provisions of the state constitution, laws, regulations, confracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion, The results of our tests disclosed instances of noncompliance or other matters that are
required to be reported under Government Audrtmg Standards and which are described in the Intermal Control over Financial
Reporting section as item 2008-2,

Other Issues

The following issues are not significant deficiencies, material weaknesses or material instances of noncompliance, but are issues
that are presented to assist in the efficient operation of the City.

The commentary contained in this section relates to the following officials that held office during 2008:

Mayor: William Johnson
Treasurer: Frank Martin

City Clerk: Phillip Para

District Court Clerk: Terri Griffin
Police Chief: Robert Paudert

We reviewed the City's compliance with certain Arkansas laws concerning general and district court accounting, budgeting,
purchasing, and investing and depositing of public funds.

Our audit procedures indicated that the Offices of Mayor, City Clerk, District Court Clerk, and Police Chief were in substantial
compliance with Arkansas fiscal and financial laws. Noncompliance with state law and accepted accounting practices was noted
in the Office of Treasurer.



Treasurer

We performed audit procedures on the information systems in the Data Center and on the Finance application for the period
June 9, 2009 through July 22, 2009. The following information systems weaknesses were noted:

1.

Controls over physical keys to the data center were not adequate, potentially allowing unauthorized access to
system resources.

The off-site backup file storage facility was not adequately secure and was not sufficient distance from the primary
facility to reduce the likelihood of a single disaster affecting both the primary facility and the off-site backup file
storage facility.

The City of West Memphis Emergency Operations Plan did not sufficiently address recovery of computerized data
processing operations and the plan had not been tested. This situation could hamper the City's ability to recover
from a disaster.

Vulnerabilities were identified on the City's imternal network and remote administration software. These conditions
increase the likelihood of unauthorized system access.

The City did not maintain a formal security policy which outlines access needs for each user, or user group, of the
system and appropriately assigns access to those users or user groups; user credentials were shared among
employees; and user credentials were passed from former employees to new hires based on job role. These
conditions prevent accurate logging of user actions within the system and increase the likelihood of unauthorized
system access.

Personnel with the ability to update program logic also had the ability to update production data. This access to
both program logic and application data files viclates industry standards and affords the opportunity to process and
conceal unauthorized transactions.

This repert is intended solely for the information and use of the Legislative Joint Auditing Commitiee, local City government,
state executive and oversight management, the federal awarding agencies and pass-through entities, if applicable, 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 Arkansas Code Annotated § 10-4-417, all reports presented to the Legislative Joint Auditing
Committes are matters of public record and distribution is not limited.

DIVISION QF LEGISLATIVE AUDIT

M. Borm

June M. Barron, CPA, CFE
Deputy Legislative Auditor

Little Rock, Arkansas
February 23, 2010
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CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE 1: Summary of Significant Accounting Policies

A

Financial Reporting Entity

The City of West Memphis was incorporated under the laws of the State of Arkansas and operates under
an elected Mayor-Council form of government. The reporting entity includes all funds of the City. The
fallowing funds of the City are not presented in this report:  Utility and Airport.

Basis of Presentation — Regulatory

The financial statements are presented in accordance with the regulatory basis of presentation as
prescribed or permitted by Arkansas Code. The law requires that the financial statements be presented on
a fund basis with, as a minimum, the general fund and street 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 comparisen of the final adopted budget to the actual expenditures for the general and street
fund; notes to financial statements; and a supplemental schedule of capital assets.

A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts recording cash and
other financial resources, togather with related liabilities and residual balances, and changes therein, which
ars 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 the primary operating fund and is used to account for all financial
resources, except those required to be accounted for in another fund. The General Fund heading as it
appears in the financial statements includes the following accounts: General, Accounts Payable, Delta
Regional Authority Grant, Judicial Fine Enhancement, Federal Programs/Grants (EMS), and Employee Self
insured Benefits (Insurance).

Street Fund - The Street Fund is used to account for the proceeds of specific revenue sources that are
legally restricted to expenditures for maintaining and constructing highways and streets.

Other Funds in the Aggregate - Other Funds in the Aggregate consist of all funds included in the financial
statements except for the General and Street Funds. The following types of funds are included in this
column as follows:

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific
revanue sources that are legally restricted to expenditures for specific purposes. The following Special
Revenue Funds are reported with other funds in the aggregate: Sanitation, Library, Advertising and
Promotion, Narcotics, Park Commission, Auditorium, Community Development, Emergency 911,
Metropalitan Planning Organization, Special, Federat Grant Programs, and District Judge's and Clerk’s
Retirement Cost.

Capital Projects Funds - Capital Projects Funds are used to account for financial resources to be used
for the acquisition or construction of major capital facilities. The General Park Fund is reported with
other funds in the aggregate.

Debt Service Funds - Debt Service Funds are used to account for the accumulation of resources for,
and the payment of, general long-term debt principal, interest and related costs. The Park Bond Fund
is reported with other funds in the aggregate.

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
ather funds. The following Trust and Agency funds are reported with other funds in the aggregate:
Firemen's Pension, Policemen's Pension, District Court, Police Confiscation, Payroll, and
Administration of Justice.
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NOTE 1:

CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Summary of Significant Accounting Policies (Continued)

C. Basls of Accounting - Regulatory

The financial statements are prepared on the reguiatory basis of accounting as prescribed or permitted by
Arkansas Code. This regulatory basis differs from accounting principles generally accepted in the
United States of America. Revenues are recognized as soon as they are both measurable and available.
Revenues are considerad 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 collectad within sixty (60) days of the end of the current period. Expenditures generalty
are recorded when a liability is incumred. 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.

Assets, Liabilities, and Fund Balances

Cash and Cash Equivalents

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

Investments
Investments are reported at cost.

Settlemants Pending

Settlements pending are considered fines, forfeitures, and costs that have not been transferred to the
appropriate entities,

Fund Balance

1. Reserved Fund Balance indicates that portion of fund balance that is not appropriable for expenditure
or is legally segregated for a specific future use.

2. Undesignated Fund Balance indicates that portion of fund balance not reserved or designated.

. Property Taxes

A lien attaches to tha 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 10. Property taxes reflected as revenues on the financial
statements include the property tax relief distribution made by the State of Arkansas. The purpose of this
distribution is to reimburse the municipality for property tax credits in accordance with Arkansas Code.
Budget Law

State law requires that these procedures be followed in establishing the budgetary data:

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

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.
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NOTE 1:

NOTE 2:

NOTE 3:

CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Summary of Significant Accounting Policies (Continued)
F. Budget Law (Continued)
e. Under certain conditions, the budget may be amended subsequent to the year-end,

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

Basis of Agcounting

The City prepared an annual budget on the regulatory basis for the General Fund (except for the Employee
Self Insured Benefits [Insurance] account), Street Fund, and the other Special Revenue Funds.

Cash and Investments

Deposit and investment risks related to credit risk, concentration of credit risk, interest rate risk, and foreign
currency risk have not been provided as required by Governmental Accounting Standards Board Statement
Nao. 40.

Legal or Contractual Provisions for Deposits and Investments
A. Governmental Fund Types

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

B. Pension Trust Funds
(1) Policemen's Pension

State law provides that if the total assets of the policemen’s pension trust fund are less than one
hundred thousand dollars ($100,000), the funds may be deposited or invested as noted below. If the
total assets of the fund exceed one hundred thousand dollars ($100,000), the fund may employ a
professicnal investment advisor to invest the assets subject to the prudent investor rule and/or in no-
load mutual funds.

(2) Firemen's Pension

State law provides that if the total assets of the firemen's pension trust fund are less than one hundred
thousand dollars ($100,000), the funds may be deposited or invested as noted below. [f the total
assets of the fund exceed one hundred thousand dollars ($100,000), the fund may employ a
professional investment advisor to invest the assets subject to the prudent investor rule andfor in no-
load mutual funds.

{3) Policemen’s and Firemen’s Pension Investments

The funds may be deposited or invested as noted in Note 3(A) and may include depasits in federally
insured savings and loans located 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
Commissioner of Insurance. Investments of other types are allowed by state law, but it has not been a
common practice to utilize them.
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CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NQOTE 4: Public Fund Investments
A summary of investments by fund types is as follows:

Decamber 31, 2008

Fund Type Reported Amount Fair Value
Pension Trust 3 8,569,668 $ 6,850,058

These investments are composed of the following:

December 31, 2008

Reported Amount Fair Value

Equities $ 5,006,404 8 3,874,861
Mutual Funds 1,700,291 1,083,862
Preferred Securities 4,845 4,053
Convertible Securities 59,487 40,124
Corporate Bonds 1,078,579 1,054,321
US Government Securities 720,062 762,837

Totals $ 8,569,668 $ 6,850,058

NOTE 5: Accounts Receivable

The accounts receivable balance at December 31, 2008 Is composed of the following:

General Straet Other Funds

Description Fund Fund in the Aggregate
State aid % 29,871 % 98,109 $ 5,956
Federal aid 103,184 112,847
Property taxes 85,592
Franchise taxes 218,433
Sales taxes 691,526
Southland Breakage 255,059
Southland Gaming Tax 23,710
Fines, forfeitures and costs 44,096
Advertising and Promotion Tax 96,560
911 Fees 30,8862
Other 290,937 25,513

Totals $ 1,656,816 $ 98,109 $ 357,430
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CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE &: Accounts Payable

The accounts payable balance at December 31, 2008 is composed of the following:

General Street Other Funds
Description Fund Fund in the Aggregate
Vendor payables $ 180,311 $ 4,130 $ 326,815
Other 60,674 3,084 78,908
Totals $ 240,985 $ 7.214 3 405,723

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

December 31, 2008

Interfund Interfund
Fund Receivables Payables
General Fund $ 138,613 $ 1,717,922
Street 1,808,309
Other Funds in the Aggregate:
Special Revenue Funds:
Sanitation 201,135
Library 2,146 31,173
Advertising and Promotion 3,448 76,397
Park Commission 4,040 4,200
Auditorium 1,464
Community Development 8,482
Emergency 911 626 69,220
Metropolitan Planning Organization 13,101
Special 14,438
Capital Projects Fund - General Park 25,420
Trust Funds:
Firemen's Pension 13,027
Policemen's Pension 13,027
Total Other Funds in the Aggregate 76,172 405,172
Totals _$ 2123004 $ 2,123,094

Interfund receivables and payables consist of errors in depositing restricted revenues and interfund loans. These
balances are expected to be repaid in 2009 or when funds become available.

NOTE 8: Legal Debt Limit
A. Bonded Debt

The City is subject to a constitutional limitation for bonded indebiedness equal to twenty percent (20%) of

the total assessed value for tax purposes of real and personal property as determined by the last tax

assessment. At December 31, 2008, the legal debt limit for the bonded debt was $56,072,036. There were
no property tax secured bond issues.
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CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE 8: Legal Debt Limit (Continued)
B. Short-term Financing Obligations
The Clty is subject to a constitutional limitation for short-term financing obligations equai to five percent of
the assessed value of taxable property within the City as determined by the last tax assessment. At
December 31, 2008, the legal debt limit for short-term financing obligations was $14,325,436. The amount
of short-term financing obligations, was $331,337 leaving a legal debt margin of $13,994,098.
NOTE 9: Reserved Fund Balance

Reserved fund balance consists of the following:

December 31,
2008
General
Delta Regional Authority Grant $ 222,519
Employee Self Insured Benefits (Insurance) 97,067
Judicial Fine Enhancement 8,091
Federal Grants/Programs {EMS) 438,682
Law Enforcement 5,682
Total General $ 772,051
Street $ 5,101,160
Other Funds in the Agaregate
Special Revenue Funds:
Sanitation $ 393,500
Library 1,038,310
Advertising and Promotion 603,969
Narcotics 337,653
Park Commission 89,548
Auditorium 53,399
Community Development (4,434)
Emergency 911 {4,996}
Metropolitan Planning Qrganization 38,053
Special 530,815
Federal Grant Programs 167
District Judge's and Clerk's Retirement Cost 26,141
Total Special Revenue 3,102,134
Capitat Projects Fund - General Park 280,819
Debt Service Fund - Park Bond 48,954
Trust Funds:
Firemen's Pension 5,905,390
Policernen's Pension 4,669,883
Total Trust 10,575,373
Total Other Funds in the Aggregate $ 14,016,280
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CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE 10: Deficit Fund Balances

The following funds have deficit fund balances as of December 31, 2008:

December 31,
2008
Emergency 911 L (4,996)
Community Development (4,434)
NOTE 11: Commitments
Total commitments consist of the following at December 31, 2008:
December 31,
2008
Long-Term Debt $ 4,151,470
e ——.
Long-Term Debt
Long-Term Debt at December 31, 2008 is comprised of the following:
December 31,
2008

City of West Memphis, Arkansas, Capital Improvement Revenue Bond Series
2006, due in yearly installments of various amounts through June 2025, interest
from 3.75% - 4.60%. Payments are to be made from the Park Bond Fund. $ 1,615,000

Note Payable to Fidelity National Bank dated June 1, 2006, 4.25% Interest to
purchase a 2005 Pierce Fire Truck, annual installments of $48,113, beginning
June 1, 2007. Payments are to be made from the General Fund. 131,337

Note Payable to Fidelity National Bank daled December 18, 2008, 4.25%
interest to purchase police cars, three (3) annual installments of $72,177,
beginning December 15, 2009. Payments are to be made from the General
Fund. 200,000

The unfunded actuarially determined liability for the District Judge's and Clerk's
Retirement. Payments are to be made to the Arkansas Public Employses
Retirement System from the District Judge's and Clerk's Retirement Cost Fund

for up to a thirty-year period, 56,969

Compensated Absences 2,148,164

Total Long-Term Debt $ 4,151,470
T ————

Due to the City's regulatory basis of accounting, these liabilities are not recorded in the financial staternents.

Post Employment Benefits Other Than Pensions

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



NOTE 11:

NOTE 12:

NOTE 13:

NOTE 14:

CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Commitments (Continued)

Debt Service Requirements to Maturity
The Gty is obligated for the following amounts at December 31, 2008:

Years Ending
December 31, Bonds Notes Total
2009 $ 138,330 $ 120,290 $ 258,620
20190 135,670 120,290 255,960
2011 137,878 120,290 258,168
2012 134,053 134,953
2013 136,850 136,850
2014 through 2018 671,145 671,145
2019 through 2023 673,118 673,118
2024 through 2025 266,845 266,845
Total Obligations 2,204,789 360,870 2,655,659
Less Interest 679,789 29,533 708,322
Total Principal $ 1,615,000 $ 331,337 $ 1,946,337
b} —— 3§ ————————

Interfund Transfers

The General Fund transferred $20,000 to the Other Funds in the Aggregate {Narcotics Fund) for drug
enforcement costs. The Street Fund transferred $42,709 to the Other Funds In the Aggregate (Metropolitan
Planning Organization Fund) for the city portion of matching funds for street improvements. The Other Funds in
the Aggregate (Advertising and Promotion Fund and Emergency 911 Fund) transferred $301,826 and $250,000
to the General Fund to defray costs for Memphis Area Transit Authority bus system and to reimburse for 911
dispatchers for 2007 and 2008, respectively. Within Other Funds in the Aggregate, the Capital Projects Fund
transferred $152,268 to the Debt Service Fund to cover bond payments and the Advertising and Promotion Fund
transferred $150,913 to the Capital Projects Fund for capital expenditures.

Prior Year Restatemant

The January 1, 2008 General Fund and Other Funds in the Aggregate fund balances were decreased by
$167,608 and $677,303, respectively, to reflect a net adjustment for prior year receivables and payables. The
January 1, 2008 Street Fund fund balance was increased by $2,873,181 to reflect a net adjustment for prior year
receivables and payables.

Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; and natural disasters. These risks are covered by commercial insurance purchased from
independent third parties and participation in a public entity risk pool. The amount of settlements, if any, has not
exceaded the insurance coverage for each of the past three years. There were no significant reductions in
insurance coverage in tha major categories of risk from coverage in the prior year.

The City participates in the Arkansas Municipal Leagug Program {public entity risk pools) for coverage in the
following areas:

Workers' Compensation - This program provides statutory benefits for losses incurred by municipal
officials, employees and volunteer fire fighters while performing work for the municipality. Rates for
municipalities participating in this program are revised by class code on an annual basis by the Arkansas
Workers’ Compensation Commission.
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NOTE 14:

NOTE 15:

CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Risk Management {Continued)
Municipal Vehicle Program

A. Liability - This program may pay all sums the municipality legally must pay as damages because of
bodily injury, death or property damage to which this agreement applies involving a covered
municipal vehicle and for which the municipality is liable. The limit of payment by the program is
$25,000 for bodily injury or death per person, $50,000 for bedily injury or death per accident and
$25,000 for property damage per accident. The City shall pay into the program each year a charge
established annually by the program administrator for covered municipal vehicles and mobile
equipment owned or leased by the City.

B. Physical Damage - This program cavers vehicles and permanently aftached equipment which are
the property of the participating municipality. Property is valued at the full cost to repair or replace
the property after deduction for depreciation. Loss amounts payable will be reduced by the
deductible amount of $1,000 per occurrence. The City agrees to pay into the program each year a
service charge established annually by the program administrator for covered property.

Municipal Property Program - This program covers insurable property and equipment, exclusive of motor
vehicles and water vessels, which belong to or are in the care, custody or control of a participating
municipality. Property is valued at the full cost to repair or replace the property after deduction of
depreciation or as agreed to by the participating municipality and program. Loss amounts payable will be
reduced by the deductible amount of $5,000, or in the case of flood or earthquake, $100,000. The
municipality agrees to pay into the program each year a service charge established annually by the
program administrator for property for which the municipality desires coverage.

Municipal Legal Defense Program - The program shall, at the sole discretion of the program
administrators, provide extraordinary legal defense and extracrdinary expenses in suits against municipal
officials and employees and civil rights suits against the municipal government of a participating
municipality and pay extraordinary judgments (for actual damages — not punitive damages) imposed on
municipal officials and employees and the municipal government. The program shall never be liable to
reimburse the municipal government, municipal officials and employees because of judgment in any one
lawsuit for more than 25 percent of the program’s available funds at time the lawsuit was filed or the
judgment becomes final, or $1 million, whichever is less. The City agrees to pay into the program each
year a charge established by the steering committee. Each city also agrees to pay the first $3,000 of the
aggregate cost for all expenses on each lawsuit. This cost deposit is not refundable.

The City also participates in the Self-Insured Fidelity Bond Program administered by the Governmental Bonding
Board. This program covers actual losses sustained by the participating entity through any fraudulent or
dishonest act or acts committed by any of the officials or employees, acting alone or in collusion with cthers,
during the bond period to an amount not exceeding the lesser of $250,000 or the amount of the bond.
Premiums for coverage are determined by the State Risk Manager and approved by the Board, These
premiums are paid by the State Treasurer from funds withheld from the Municipal Aid Fund. There is a $1,000
deductiblie per occurrence.

Firermen's Pension and Relief Plan
Plan Description

The Firemen's Pension and Relief Plan is a single-semployer defined benefit pension plan that covers municipal
firemen employed prior to January 1, 1983. The plan, administered by the City, provides retirement, 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 does provide that upon actuarial soundness of the plan, the Board
may increase retirement benefits. The plan was closed to new entrants on January 1, 1983. The plan does not
issue a stand-alone financial report but is included in the City's financial report.
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NOTE 15:

NOTE 18:

NOTE 1T:

CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Firemen's Pension and Relief Plan {Continued)
Contributions

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, The City
is required by state law to confribute an amount equal o but not less than six percent (6%) of the participant's
salary and an amount equal to the contribution paid by any volunteer fireman. The plan is also funded with state
insurance tax and property tax on real estate and personal property. If the funds in the plan should be insufficient
to make fult payment of the amount of pensions to all persons entitied, then the funds shall be prorated among
those entitled by the proper authorities as may be deemed just and equitable.

Policemen's Pension and Relief Plan
Plan Description

The Policemen's Pension and Relief Plan is a single-employer defined benefit pension plan that covers municipal
policemen employed prior to January 1, 1983. The plan, administered by the City, provides retirement, disability
and survivor benefits. Banefit and contribution provisions are established by State law and can be amended only
by the Arkansas General Assembly. State law does provide that upon actuarial soundness of the plan, the Board
may increase retirement benefits. The plan was closed to new entrants on January 1, 1983. The plan does not
issue a stand-alone financial report but is included in the City's financial report.

Contributions

Active participants of the plan are required to make contributions of six percent (6%) of their salary to the plan,
provided that such monthly deduction shall be four percent (4%) for policemen contributing to the social security
system unless increased, but not to exceed six percent (6%), by the majority of the contributing members of the
police department covered by social security. The City is required by state law to contribute an amount equal to
but not less than six percent (6%) of the participant's salary; provided, however, that the City's contributions shall
not exceed the amount contributed by the policemen except where authorized by appropriation of the City's
governing body. The plan is also funded with state insurance tax; property tax on real estate and personal
property; all forfeitures and fines imposed upon any member of the police department by way of discipline, all
money given or donated to such fund; all money deducted from the salary of any member of the police
department on account of absence or loss of time; all rewards paid for any purpose and ten percent (10%;) of all
fines and forfeitures collected by the police department of such City. If the funds in the plan should be
insufficient to make full payment of the amount of pensions to all persons entitled, the beneficiaries shall be paid
prorating the funds available among them.

Local Police and Fire Retirement System (LOPFI})
(A Defined Banefit Pensicon Plan)

Plan Description

The City contributes to the Local Police and Fire Retirement System (LOPFI), an agent multiple employer
retirement system that acts as a common investment and administrative agent for cities and towns in Arkansas.
The plan provides retirement and disability benefits, annual cost-of-iiving 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 Local Police and Fire Retirement System issues a publicly
available financial report that includes financial statements and required supplementary information for LOPFI.
That report may be obtained by writing to Arkansas Local Police and Fire Retirement System,
P. O. Drawer 34164, Little Rock, Arkansas 72203 or by calling 1-501-882-1745,
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NOTE17:

NOTE 18:

NOTE 19:

NOTE 20:

NOTE 21:

CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Local Police and Fire Retirement System (LOPFI)
(A Defined Benefit Pension Plan} (Continued)

Funding Poiicy

The employee contribution 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:

A, Paid service not covered by Social Security: 6% of gross pay
B. Paid service also covered by Social Security: no employee contribution
C.  Volunteer fire service: no employee contribution

The City is required to contribute at an actuarially determined rate. The confribution 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 by the LOPF| Board of Trustees.

Arkansas Fﬁblic Employees Retirement System
Plan Description

The City contributes (as required by State law) for the District Court Judge and District Court Clerk to the
Arkansas Public Employees Retirement System (PERS), a cost-sharing multiple-employer defined benefit
pension plan that covers municipal employees whose municipalities have elected coverage under this System,
PERS 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 PERS. That report
may be obtained by writing to Arkansas Public Employees Retirement System, One Union National Plaza,
124 W, Capitol, Litle Rock, Arkansas 72201 or by calling 1-800-682-7377.

Funding Policy

PERS has contributory and non-contributory plans. Contributory members are required by code to contribute
5% of their salary. Each participating employer is required by code to contribute at a rate established by the
Board of Trusteas of the system based on the annual actuarial valuation.

Southland Greyhound Park Breakage

Southland Greyhound Park Breakage consists of the City's share of the odd cents or breaks after distribution of
each pari-mutuel pool. In accordance with Ark Code Ann. § 23-111-509, breakage is computed as the amount
of odd cents remaining in each pari-mutuel poot after redistributions are made in a sum equal to the next lowest
multiple of ten cents ($.10). The City receives two-thirds (2/3) of the total breakage.

Gaming Tax

The Arkansas Legislature established a privilege fee to be paid by franchise holders conducting wagering on
electronic games of skill equal to one and one-half percent (1.5%) of net wagering revenues to the city or town in
which the etectronic games of skill are operating.

Related Party Transactions

A. The Utility Department is one of a number of depariments and/or funds of the City established for a specific
purpose. The City provides general services such as personnel, data processing, financlal administration
and legal services io the Department. The cost associated with providing these services is charged to the
Department by the City. The amount paid by the Department in 2008 was $820,381. The City also charges
the Department 5% of utility sales in lieu of franchise taxes. The amount paid by the Department in 2008
was $1,469,229,

B. As a convenience to customars, the Utility Department includes the fees of city-provided garbage collection
in its monthly customer billings. These fees are remitted to the Sanitation Fund monthly.
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NOTE 22:

NOTE 23:

NOTE 24:

CITY OF WEST MEMPHIS, ARKANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Nonuniformed Employees Pension Plan (A Defined Contribution Plan)

On January 1, 1877, the City established a defined contribution pension plan for all honuniformed employees
and has contracted with a private insurance carrier who maintains an account for the City. In a definad
contribution plan, benefits depend solely on amounts contributed 1o the plan plus investment earnings. The
contribution plan requires the City to contribute to the insurance carrier an amount equal to five percent of the
employees’ base salary. The City's contributions (and interest allocated to the employees’ account) are vested
at a rate of ten percent per year until fully vested after ten years of service. Eligibility commences one year from
date of employment. City contributions for, and interest forfeited by, employees who leave employment before
being fully vested are used to reduce the City's future period contribution requirements. Interest earned is
credited to each employee's account quarterly. Employees are entitled only to the funds deposited by them and
on their behalf.

Employee Self Insured Benefits

The City participates in an Employee Self-Insured Benefit plan that is administered by CIGNA Healthcare
Insurance Company. The City is required to maintain a benefit plan account which will be sufficient at all times
to fund plan benefits and plan related expenses. As of December 31, 2008, the balance in this account was
$97,067 and is reflected in the financial statements as part of the General Fund’s Reserved Fund Balance.
Claims paid during 2008 from the account totated $1,541,379.

Pledged Revenuss- Franchise Taxes

The City has pledged future franchise taxes to repay $1,745,000 in revenue bonds that were issued in 2006 to
provide funding for improvement to the City's parks. Total principal and interest remaining on the bonds are
$1,615,000 and $679,789, respectively, payable through June 1, 2025. For the current year, principal and
interast paid were $65,000 and $70,879, respectively.

The General Fund received $2,301,275 in franchise taxes in 2008. Any franchise taxes collected in excess of

the debt service payments is permitted to be used for other City expenditures. The City opted to use Advertising
and Promotion taxes to cover the debt service payments.
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CITY OF WEST MEMPHIS, ARKANSAS Schedule 3
SUPPLEMENTARY INFORMATION
SCHEDULE OF CAPITAL ASSETS
DECEMBER 31, 2008

" (Unaudited)
December 31,
2008
Land $ 2519412
Buildings 6,045,530
Equipment 7,283,360

Total $ 15,848302
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