
INTRODUCTION 
 

This report is issued in response to a legislative request, approved by the Legislative Joint Auditing 
Committee (LJAC), for Arkansas Legislative Audit (ALA) to conduct a limited review of the financial records of 
the Sevier County (County) Medical Center (Center) relating to the $6.25 million in American Rescue Plan Act 
(ARPA) funds the Center received. 
 
OBJECTIVES 
 

The objectives of this review were to determine: 
 

1. If ARPA funds were expended for the purposes approved in the Center’s Beneficiary Agreement 
with the Department of Finance and Administration (DFA) and approved by the General Assembly. 

2. The status of Center’s Beneficiary Agreement with DFA. 

3. The status of any financial audits for the Center. 
 
SCOPE AND METHODOLOGY 
 

This review was conducted primarily for the period December 1, 2022 through December 31, 2023.  Pertinent 
County Ordinances and policies for the County and Center, as well as meeting minutes of the County 
Quorum Court and Center Board of Governors (Board), were reviewed. Financial records maintained by the 
County and Center (e.g., bank statements, journals/ledgers, budgets, bid documents, and invoices relating to 
ARPA funds) were also reviewed. ALA interviewed certain County and Center personnel, reviewed the 
Center’s Beneficiary Agreement with DFA, examined invoices provided by the Center to DFA under the 
agreement, and assessed the status of any audit services for which the Center contracted. 
 
BACKGROUND 
 

Sevier County Medical Center History and Establishment 
 

In May 2019, the County’s only hospital, De Queen Medical Center, closed after falling into financial distress.  
Due to federal regulations and the assessed need to established a Critical Access Hospital (CAH)1 in the 
County, plans to establish a new hospital were undertaken. 
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1 Critical Access Hospitals (CAH) must meet certain federal and state regulations for staffing, enter into a patient referral and transfer agreement with 
larger acute care hospitals, participate in development and implementation of a communication system with hospitals in their network, and enter into an 
agreement with the area Emergency Medical Service (EMS) for emergency and non-emergency patient transport. More information regarding CAH 
status can be found at https://www.healthy.arkansas.gov/programs-services/topics/critical-access-hospitals. 
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At a special election held in August 2019, County voters approved a 1% Sales and Use Tax to 
fund $24.25 million in Series 2020 Sales and Use Tax Bonds (Bonds) to acquire land for and 
construct, furnish, and equip a new hospital facility in the County; any sales tax revenue not 
needed to service the debt was to be used for operations. The County established the Center 
Board on September 28, 2019.  The County Judge appoints, and the County Quorum Court 
approves, all members of the Center Board. 
 
Sevier County Medical Center Construction and Funding 
 
During 2020, land was purchased in March, the Bonds were issued in September, and 
construction of the Center began in November. According to the County Judge, it was initially 
estimated that Center construction would cost $16 to $18 million, and the Bonds would provide 
sufficient funding. However, construction costs exceeded initial estimates, which was attributed 
to several factors (e.g., increased cost of supplies and unanticipated expenditures). 
Additionally, construction occurred during the height of the COVID-19 pandemic, which created 
issues with vendors and supplies. 
 
The County expended an additional $2,555,425 in ARPA funding for construction ($621,357) 
and operations, equipment, and supplies ($1,934,068) related to the Center, as shown in 
Exhibit I.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Sevier County Medical Center Facilities and Operations  
 
The Center is a 42,000 square foot acute care hospital with 15 inpatient beds. It offers services 
related to physical therapy, occupational therapy, speech pathology, imaging, respiratory care, 
and behavioral health, some of which are available on an outpatient basis. Additionally, the 
Center operates a 10-bed emergency department, which functions 24 hours per day, 365 days 
per year, and provides “simple laboratory exams and procedures” allowed under Food and 
Drug Administration (FDA) regulations.  
 

Exhibit I 
 

Sevier County Medical Center (Center) 
Sources and Uses of Funds to Construct, Equip, and Operate  

(Excluding Bond Issue or Sales Tax) 

Source: Information obtained from the Sevier County Judge (unaudited by Arkansas Legislative Audit) 

Funding Source Construction

Operations, 
Equipment, and 

Supplies Totals

Sevier County:
American Rescue Plan Act (ARPA) 621,357$             2,479,068$          3,100,425$          
Center reimbursement to County (Note) (692,000)              (692,000)              
Local Assistance Tribal Consistency Fund 147,000               147,000               

621,357               1,934,068            2,555,425            
General Assembly:
    ARPA 6,172,772            6,172,772            
         Totals 621,357$             8,106,840$          8,728,197$          

Note: The Center reimbursed the County $692,000 from the ARPA funding received from the General Assembly. Invoices were
provided to support the expenditures made by the County.

Use of Funds
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According to Center management, patients at acute care hospitals have a shorter length of stay 
compared to general hospitals, as these facilities are designed for short-term needs.  Center 
patients are only allowed a three-day maximum stay, though this period may be extended  under 
certain conditions, such as availability of beds and staff.  Patient service statistics for the first 
year of the Center’s operation are provided in Appendix A. 
 
The Center was licensed by the Arkansas Department of Health in December 2022 and began 
operating in January 2023. On August 7, 2023, the Center obtained its CAH accreditation, which 
improves its Medicare and Medicaid reimbursement rates. Additionally, the Centers for Medicare 
and Medicaid Services (CMS) certified the Center as a “swing-bed” provider on April 3, 2024, 
with effective date retroactive to April 10, 2023. This certification allows the hospital to use its 
beds to provide either short-term acute care or skilled nursing facility care (i.e., rehabilitative 
therapies).  
 
During the review period, the Center had contracts with an accounting firm for Chief Financial 
Officer services and financial statement compilation. Additionally, in April 2024, the Board 
informed the Chief Executive Officer (CEO) that her contract would not be renewed after May 31, 
2024, and an interim CEO was appointed. 
 
A timeline of relevant Center events from May 2019 through April 2024 is provided in  
Appendix B. 
 
RESULTS OF REVIEW 
 
Objective 1: Determine If ARPA Funds Were Expended for the Purposes Approved 
in the Center’s Beneficiary Agreement with DFA and Approved by the General 
Assembly 
 
In 2022, the Legislative Council of the General Assembly approved, and DFA disbursed, $6.25 
million in ARPA funding to the Center for the purchase of equipment in various departments, 
including patient care, emergency, radiology, laboratory, pharmacy, and outpatient services, as 
well as various supplies to support operation of those departments, as noted in Appendix C.   
 
As of report date, the Center had remitted documentation to DFA totaling $6,172,772 in support 
of ARPA funds expended.  A summary by major vendor is provided in Exhibit II on page 4.  
ALA examined disbursements made during the review period and at least one invoice from each 
vendor to assess propriety/reasonableness, resulting in review of approximately 67% of 
expended funds. Based on documentation provided by the Center, ALA determined the funds 
were spent in accordance with the approved Beneficiary Agreement and ARPA requirements.  
No funds were noted as being spent for construction costs. 
 
Objective 2: Determine the Status of the Center’s Beneficiary Agreement with DFA 
 
The Center’s Beneficiary Agreement with DFA, dated December 20, 2022, states the Center 
may:  
 

“…use funds under this Agreement, for the purpose(s) stated within the Beneficiary’s 
approved proposal, incurred during the period beginning March 3, 2021 and ending 
December 31, 2024, as long as the Funds for the obligations incurred by December 31, 
2024 are expended by December 31, 2026.  Costs for projects incurred prior to March 3, 
2021 are not eligible….”   
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The agreement also stipulates the Center must return to DFA any funds not obligated by 
December 31, 2024; funds obligated but not expended must be returned to DFA by December 
31, 2026.  The funds may only be used for the purposes stated within the Center’s proposal 
(see Appendix C) that was approved by the Arkansas ARPA Steering Committee and 
appropriate legislative committee.  The Center is also required to submit a final expenditure 
report to DFA within 30 days after the period of performance ends.2 
 
As previously mentioned, the Center had provided documentation to DFA for $6,172,772 in 
expenditures, as of report date. According to DFA representatives, the Center had not 
submitted a final expenditure report as of August 14, 2024. According to the grant agreement, 
the grant period does not expire until December 31, 2026; however, grant funds were 
designated for “start-up costs.” Since the Center has been open over one year, DFA maintains 
that the period for which the grant was approved by the Legislature has passed and has 
requested return of $77,228 in unexpended award funds.   
 
Objective 3: Determine the Status of Any Financial Audits for the Center 
 
On March 19, 2024, the Center signed an engagement letter with a private CPA firm for an 
audit of its financial statements, in accordance with generally accepted auditing standards 
(GAAS); the standards for financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States; the Single Audit Act Amendments of 
1996; and the provisions of Uniform Guidance. As of report date, the audit had not 
commenced. 
 
MANAGEMENT RESPONSE  
 
Management response is provided in its entirety in Appendix D.  

2 The Beneficiary Agreement defines a “final expenditure report” as “a report which lists all expenditures made by a Beneficiary 
using State Fiscal Recovery Funds (“SFRF”) and which contains a statement executed by the Authorized Representative that 
there are no other outstanding commitments or obligations for which disbursement will be sought under this Agreement.” 

Exhibit II 
 

Sevier County Medical Center (Center) 
Summary of Documentation Provided to the Department of Finance and Administration 

For American Rescue Plan Act (ARPA) Funding Expended 

Source: Invoices provided to DFA by the Center (unaudited by Arkansas Legislative Audit) 

Vendor Amount Paid

GE Healthcare 2,891,156$      

L & M Furniture 687,780           Furnishings
Medline 477,804           Medical, testing, and patient supplies
Morris & Dickson 308,215           Medications/Pharmaceuticals
IT Creations 211,084           Computers, monitors, network equipment, and televisions
Meditech 175,000           Health care information system software
Edafio 158,625           Network software/computers, wireless, installation
Stryker 137,427           Stretchers and beds
Datex Ohmeda, Inc. 113,226           Anesthesia equipment and supplies
Other Vendors 1,012,455        

Total 6,172,772$      

Imaging, patient monitoring, ventilator, and cardiac assessment 
equipment, including installation, supplies and software

Items Purchased
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SUMMARY 
 
ALA determined that, of the $6.25 million in ARPA funding provided to the Center, $6,172,772 
of documented expenditures provided to DFA were in accordance with the approved 
Beneficiary Agreement and ARPA requirements, and none of these expenditures were for 
construction costs.  The Center’s Beneficiary Agreement states that the Center has until 
December 31, 2024, to obligate the remaining $77,228 in funding and must expend those 
funds by December 31, 2026.  However, as of report date, DFA had requested the Center 
return these funds.  Finally, the Center has signed an engagement letter with a private CPA 
firm for an audit of its financial statements; however, as of report date, the audit had not 
commenced. 
 

 
 

 



Appendix A 
 

Sevier County Medical Center 
Patient Service Statistics for First Year of Operation (2023 through 2024) 

Source: Sevier County Medical Center (unaudited by Arkansas Legislative Audit) 

A-1 



Appendix B 
 

Sevier County Medical Center 
Timeline of Events 

May 2019 through April 2024 

B-1 

Source: Ordinances, Center Board and County Quorum Court meeting minutes, and other documentation provided 
by the County and the Center (unaudited by Arkansas Legislative Audit) 

Year/Month

2019

May De Queen Medical Center (a private entity) closed after falling into financial distress.

October

2020

March Sevier County (County) purchased land for construction of the Sevier County Medical Center (Center).

September

November Construction of the Center began.

2022

The Center was licensed as a hospital by the Arkansas Department of Health.

2023

January The Center opened for business.

April

August The Center obtained Critical Access Hospital accreditation. (Note 1)

2024

Event

County Ordinance no. 2020-04 authorized the issuance of $24.25 million in Series 2020 Sales and Use Tax
Bonds.

The General Assembly approved, and the Department of Finance and Administration disbursed to the Center, 
American Rescue Plan Act (ARPA) funds of $6.25 million.

December

Voters approved a 1% Sales and Use Tax to pay the principal of and interest on $24.25 million in Series 2020
Sales and Use Tax Bonds.

The Center qualified to receive Medicare and Medicaid payments.

Note 2: This certification allows the hospital to use its beds to provide either short-term acute care or skilled nursing facility care (i.e., rehabilitative
therapies).

The Center was certified as a "swing-bed" provider, with an effective date retroactive to April 10, 2023. (Note 2)

April

Note 1: Critical Access Hospitals must meet certain federal and state regulations for staffing, enter into a patient referral and transfer agreement with
larger acute care hospitals, participate in development and implementation of a communications system with hospitals in their network, and enter into an
agreement with the area Emergency Medical Service (EMS) provider for emergency and non-emergency patient transport. 

The Center Board of Governors informed the Chief Executive Officer (CEO) that her contract would not be
renewed after May 31, 2024.  An interim CEO was appointed.



Appendix C 
 

Sevier County Medical Center 
American Rescue Plan Act − State Fiscal Recovery Funds Proposal Application 
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Appendix C (Continued) 

Source: Sevier County Medical Center (unaudited by Arkansas Legislative Audit) 



Appendix D 
 

Management Response 

D-1 




