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for School Districts in Selected Counties
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INTRODUCTION

This report is being issued to inform the Legislative Joint Auditing Committee of the assessment and
collection process of ad valorem taxes collected by the respective counties: for the benefit of local
school districts.

OBJECTIVE

Our objective in preparing this report was to provide tax collection rates for school districts in selected
counties to assist the legislature in their ongoing efforts to provide an adequate education for all the
students in Arkansas public schools. An assumed tax collection rate of ninety-eight percent (98%) of
the property assessment of each school district multiplied by the uniform rate of tax is a key compo-
nent of the school funding formula as prescribed by Ark. Code Ann. §6-20-2305:.

SCOPE AND METHODOLOGY

Our analysis reflects tax assessment and collection data from twenty-four (24) counties. Data re-
viewed for five (5) of the twenty-four (24) counties includes the tax assessment and collection informa-
tion for school districts administered in part by an adjoining county because county and school district
boundaries do not always coincide. Counties from all regions of the State were included in our analy-
sis. The source of the data collected is the 2003 assessed valuations for real estate, personal, and
utility taxes, collectable in the year 2004 as reflected on the respective county tax collectors’ (collector)
final tax settlements prepared by each county on an annual basis. Two (2) assumptions were made
regarding delinquent tax collections in this: analysis. The first was that delinquent collections of per-
sonal property taxes for the calendar year 2005 were applied to 2004 delinquencies even though a
portion of the 2005 delinquent tax collections would: actually apply to years prior to 2004. Because this
same process occurs each and every year, this assumption should not distort the comparisons of col-
lection rates from year to year. The second assumption was that all delinquent real estate taxes
would eventually:be collected: at the local or state level. :

The methodology used in preparing this report was developed uniquely to address our stated objective
and, therefore, was more limited in scope than an audit or attestation engagement performed in accor-
dance with Government Auditing Standards issued by the Comptroller General of the United States.
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Schedule 1A
Description of Columns in Schedule 1

Column A

Reflects the total original assessed valuation for real estate, personal, and utility
property located within each county, including prior year delinquent real estate
property. These valuation amounts originate with the assessor’'s abstract of
property assessmenis and are the amounts used in preparing the tax books
delivered to the collector each year.

Ark. Code Ann. §26-28-108 and §26-28-304 require the delivery of tax books to
the collector by February 1% of each year.

Column B

Reflects the total original assessed valuation (Column A) plus added valuations,
less valuation errors, and less disabled American veteran’s credits. These
valuation amounts are reflected on the collector’'s final tax settlement prepared
each year and reflect the property assessment from which tax collections are

derived.

Ark. Code Ann. §26-39-401, §26-39-402, and §26-28-306 require the county
clerk to prepare the final tax settlement setting forth the amount due the various
taxing entities on or before the fourth Monday of December each year. The final
tax settlement prepared must be filed with the county court for the court’s
approval on or before December 31.

Column C

Reflects the adjusted assessed valuations (Column B) multiplied by the millage
rates for each school district, resulting in tax dollars to be collected.

Column D

Reflects the tax dollars collected per the final tax settlement for the school
districts plus the homestead tax credit received from the state. The school
districts are charged various costs associated with the collection process and
therefore do not actually receive these amounts.

Column E

Reflects the tax dollars collected per the final tax settlement plus the homestead
tax credit received from the state (Column D) less various costs associated with
the collection process. These costs are as follows:

e Collector's Commission, Ark. Code Ann. §21-6-305

e Assessor’s Salary and Expense, Ark. Code Ann. §14-15-203

e Reappraisal Expense (Amount in excess of the amount reimbursed from
the State)

e Cost Prorated Real, Ark. Code Ann. §26-37-107 and
Ark. Code Ann. §26-37-205



Schedule 1A

Description of Columns in Schedule 1

Column E {cont.)

» Cost Prorated Personal, Ark. Code Ann. §26-36-203 and
Ark. Code Ann. §26-36-209

e Equalization Board, Ark. Code Ann. §26-27-308

o Collector's Bond, Ark. Code Ann. §21-2-710

e Treasurer's Commission, Ark. Code Ann. §21-6-302 and
Ark. Code Ann. §6-13-701

The prorations data includes not only costs charged the school districts on the
final tax seftlements, but also includes other sources of funds derived from the
collection process and are noted below:

» Interest earned on taxes collected while in the custody of the county
treasurer

s Delinquent Real E state Penalty, Ark. Code Ann. §26-36-201

e Excess Collector's Commission, Attorney General’s Opinion No. 78-112

o Excess Treasurer's Commission, Attorney General’s Opinion No. 78-112

Column F

Reflects the tax dollars collected per the final tax settlement for the school
districts plus the homestead tax credit received from the state (Column D), plus
delinquent taxes collected in subsequent years. For purposes of our analysis,
two (2) assumptions were made in compiling data for delinquent taxes collected
in subsequent years:

1.

Delinquent personal tax amounts for 2004 were derived from actual amounts
collected for school districts in the year 2005. Delinquent personal taxes
collected in 2005 will not only include 2004 delinquencies, but may also
include prior years. The assumption is the majority of the 2005 collections
are for 2004 delinquencies. Because this same process will occur each and
every year, this assumption should not distort the comparisons of collection
rates from year to year.

Delinquent real estate tax amounts were based on the assumption that 100%
of delinquent taxes will be collected at some point in time, either at the local
level or by the State Land Commissioner for property certified to the State.
Under this assumption, amounts shown as taxes collected would include all
delinquent real estate taxes collectible per the 2004 final tax settlement.

Column G

Reflects the tax dollars collected per the final tax settiement for the school
districts plus the homestead tax credit received from the state, less various costs
(as listed in the Column E definition) associated with the collection process, plus
delinquent taxes collected in subsequent years. The same assumptions
regarding delinquent taxes in Column F are also applied in Column G.



