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(1) Summary of Significant Accounting Policies 
 

(a) Reporting Entity 
 

The Schedule of Expenditures of Federal Awards (the “Schedule”) includes the activity of all 
federal award programs administered by the State of Arkansas.  We did not audit the entities 
and their federal financial assistance listed below.  This report, insofar as it relates to these 
entities, is based solely on the report of the other auditors. 

 
CFDA

ENTITY/Program Number Expenditures
EMPLOYMENT SECURITY DEPARTMENT:
Unemployment Insurance 17.225 38,406,307$        
Trade Adjustment Assistance_Workers 17.245 2,859,113            

ARKANSAS DEVELOPMENT FINANCE AUTHORITY:
Section 8 Housing Assistance Payments Program_

Special Allocations 14.195 5,393,522            
HOME Investment Partnerships Program 14.239 8,178,643            

STATE OF ARKANSAS SAFE DRINKING WATER FUND:
Capitalization Grants for Drinking Water

State Revolving Funds 66.468 24,285,835          

STATE OF ARKANSAS CONSTRUCTION ASSISTANCE
REVOLVING LOAN FUND:
Capitalization Grants for State Revolving Funds 66.458 13,756,155          

SOCIAL SECURITY DISABILITY DETERMINATION:
Social Security_Disability Insurance 96.001 21,418,215          

ARKANSAS STUDENT LOAN AUTHORITY:
Student Loan Interest Subsidy and Special Allowance 84.032 10,194,793          

UNIVERSITY OF ARKANSAS FOR MEDICAL SCIENCES: 
Research and Development Cluster Various 55,959,051          
Student Financial Aid Cluster Various 30,025,243          
Head Start 93.600 6,801,184             

 
  Federal award programs include expenditures, pass-throughs to non-state agencies (i.e., 

payments to subrecipients), non-monetary assistance, and loan programs. 
 
 (b) Basis of Presentation 
 
  The Schedule presents total federal awards expended for each individual federal program in 

accordance with OMB Circular A-133, Audits of States, Local Governments and Non-Profit 
Organizations.  Federal award program titles are reported as presented in the Catalog of 
Federal Domestic Assistance (CFDA).   
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(1) Summary of Significant Accounting Policies (Continued) 
 
 (b) Basis of Presentation (Continued) 
 
  The Schedule presents both Type A and Type B federal assistance programs administered 

by the State of Arkansas.  OMB Circular A-133 establishes the formula for determining the 
level of expenditures or disbursements to be used in defining Type A and Type B federal 
financial assistance programs.  For the State of Arkansas, Type A programs are those which 
exceed $15,261,836 in disbursements, expenditures, or distributions.  The determination of 
major and nonmajor programs is based on the risk-based approach outlined in OMB 
Circular A-133. 

 
 (c) Basis of Accounting 
 
  The expenditures for each of the federal financial assistance programs are presented in the 

Schedule on a modified accrual basis.  The modified accrual basis recognizes expenditures 
of federal awards when the related liability is incurred.  Those federal programs presenting 
negative amounts on the Schedule are the result of prior year expenditures being overstated 
and/or reimbursements due back to the grantor. 

 
(2) Relationship to Federal Financial Reports 
 
 The regulations and guidelines governing the preparation of federal financial reports vary by federal 

agency and among programs administered by the same agency.  Accordingly, the amounts 
reported in the federal financial reports do not necessarily agree with the amounts reported in the 
accompanying Schedule, which is prepared on the basis explained in Note 1 (c). 

 
(3) Federally Funded Loan Programs 
 
 The balances of loans as of June 30, 2005 for which the federal government imposes continuing 

compliance requirements are as follows.  The current year disbursements are included in the 
Schedule. 

 

 

CFDA
Number Program Name Amount

84.038 Federal Perkins Loan Program_Federal
Contributions 37,681,512$            

93.342 Health Professions Student Loans, Including
Primary Care Loans/Loans for Disadvantaged
Students 4,275,487                

93.364 Nursing Student Loans 274,313                   

Total 42,231,312$            

 
 
 The State also participates in the Federal Direct Loan Program (Direct) and the Federal Family 

Education Loans Program (FFELP) which includes the Federal Stafford Loan Program and the 
Federal Parents’ Loans for Undergraduate Students Program.  The programs do not require the 
Universities to disburse the funds.  The proceeds are disbursed by the federal government for 
direct loans and by lending institutions for FFELP.  Loan guarantees are issued by the Arkansas  
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(3) Federally Funded Loan Programs (Continued) 
 

Guaranteed Student Loan Corporation and other for-profit and not-for-profit guarantee agencies.  
The federal government reinsures these guarantee agencies.  New loans were made to students 
enrolled at State Universities for $375,482 for Direct and $304,886,092 for FFELP during the year 
ended June 30, 2005; accordingly, these amounts are included in the Schedule. 
 
Education loans made or purchased by the Arkansas Student Loan Authority (the Authority) are 
guaranteed by the Student Loan Guarantee Foundation of Arkansas, United Student Aid Fund or 
the U. S. Department of Education.  Student loans outstanding on the books of the Authority, which 
are guaranteed by the U. S. Department of Education are considered non-cash awards and 
amounted to approximately $358,000,000 at June 30, 2005.  This total was not included on the 
Schedule, but is in a separate audit report issued for the Authority. 

 
 Expenditures reflected in CFDA 66.458, Capitalization Grants for State Revolving Funds, include 

loans to local governments for developing or constructing water treatment facilities.  The funding 
source for these loans includes federal grant funds and State funds.  In subsequent years, local 
governments will be required to repay these funds to the State of Arkansas.  When received, these 
funds will be redistributed to local governments through new loans for additional water treatment 
facility projects.  The outstanding loan balance for the year ended June 30, 2005, was 
$188,868,000. Total disbursements for new loans for the year ended June 30, 2005, totaled 
$16,159,000.  Administrative costs associated with the program for the year ended June 30, 2005, 
totaled $274,000.  

 
 Expenditures reflected in CFDA 66.468, Capitalization Grants for Drinking Water State Revolving 

Fund, include loans to counties, municipalities and other tax-exempt water systems organizations 
for construction of new water systems, the expansion or repair of existing water systems, and/or 
the consolidation of new or existing water systems.  The funding source for these loans includes 
federal grant funds and State funds.  When received, these funds will be used to make new loans 
for the program activities.  The outstanding loan balance for the year ended June 30, 2005 was 
$52,881,000.  Total disbursements for new loans made during fiscal year 2005, totaled 
$25,648,000.  Administrative costs associated with the program for the year ended June 30, 2005, 
totaled $75,000.   

 
 
(4) Non-Monetary Assistance 
 
 The State is the recipient of federal financial assistance programs that do not result in cash receipts 

or disbursements and are therefore not recorded in the State’s basic financial statements.  Awards 
received by the State which include non-cash amounts are included in the Schedule as follows: 

 

  

CFDA
Number Program Name Grant Awards

10.550 Food Donation 11,286,275$          
10.569 Emergency Food Assistance Program 3,276,993              
39.003 Donation of Federal Surplus Personal Property 5,678,230              
93.268 Immunization Grants 14,483,080            

Total 34,724,578$          
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(5) Rebates from the Special Supplemental Food Program for Women, Infants,  
 and Children (WIC) 
 
 During fiscal year 2005, the State received cash rebates totaling $21,092,181 from infant formula 

manufacturers on sales of formula to participants in the WIC program (CFDA 10.557) which are 
netted against total expenditures included in the Schedule.  Rebate contracts with infant formula 
manufacturers are authorized by 7 CFR 246.16(m) as a cost containment measure.  Rebates 
represent a reduction of expenditures previously incurred for WIC food benefit costs.  Applying the 
rebates received to such costs enabled the State to extend program benefits to 379,794 more 
persons than could have been served this fiscal year in the absence of the rebate contract.   
















































































































































































































