Hall of the House of Representatives
84th General Assembly - Regular Session, 2003
Amendment Form
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Subtitle of Senate Bill No. 751
"TO AMEND THE CODE RELATING TO THE LEGISLATIVE JOINT AUDITING
COMMITTEE AND THE DIVISION OF LEGISLATIVE AUDIT."
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Amendment No. 3 to Senate Bill No. 751.

Amend Senate Bill No. 751 as engrossed, S3/20/03:

Delete everything after the enacting clause and substitute the following:
“SECTION 1. Arkansas Code § 10-3-402 is amended to read as follows:
10-3-402. Purpose.

(a) It is determined that adequate information is not available at
each biennial session of the General Assembly through which the members of
the General Assembly may determine the needs and legislative requirements of
the various ageneies—and departments—of the state government entities of the
state and political subdivisions of the state and that the impartial periodic
auditing of eaehageney and department any entity or political subdivision of
the state will provide information which will facilitate the discharge by the
General Assembly of its legislative responsibilities in respeet—to—each

proeess Due to time restraints and the size, complexity, and scope of the

entities of the state and its political subdivisions, it is determined that
the sixty-day legislative session is not adequate time in which to audit
entities of the state and political subdivisions of the state, or affiliates
thereof.

(c) It is further determined that the Legislative Joint Auditing
Committee shall exist and operate as a joint interim committee of the General
Assembly and in such capacity shall serve the General Assembly as the proper
agency to prov1de for the 1mpart1al audltlng, 1ndependently of the exeeutive

eemm%ssienT—aﬁé—ageney—e%—state—gevefﬁmeﬁt entities of the state and

political subdivisions of the state.

(d) It is not the intent of this act, nor shall this act be construed,
to infringe upon or deprive the executive or judicial branches of state
government or its political subdivisions of any rights, powers, or duties
vested in or imposed upon them by the Constitution of Arkansas.
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(e) It is the intent of this act merely to provide the General
Assembly with adequate information which will facilitate the exercise by it
of its constitutional powers and none other.

(f) For the purposes of this subchapter:

(1) “Affiliate” means any nonprofit or other entity whose
exclusive or primary purpose or function is to directly or indirectly benefit
or assist an entity of the state or a political subdivision of the state, and
meets the following criteria:

(A) The economic resources received or held by the
affiliate are entirely or almost entirely for the direct benefit of the
entity or political subdivision of the state, its component units, or its
constituents, or

(B) The entity or political subdivision of the state or
its component units is entitled to, or has the ability to otherwise access, a
majority of the economic resources received or held by the affiliate
organization;

(2) “Audit” means an audit, review, report of agreed upon
procedures, compilation, examination, investigation, or other report or
procedure approved by the Legislative Joint Auditing Committee for an entity;

(3) “Entity of the state” means the state as a whole or any
official, office, employee, department, institution of higher education,
board, commission, or agency of the state, or function thereof;

(4) “Non-affiliate” means any entity receiving, disbursing, or
handling public grants or funds; and

(5) “Political subdivision of the state” means any county,
municipality, public school district, educational cooperative,
quasigovernmental entity, any employee or official thereof, or any function
thereof.

(g) As used in (£f)(1)(B) of this section, “the ability to otherwise
access” means:

(1) The affiliate honors requests to provide resources to the
primary government;

(2) Historically, the governmental unit has received, directly
or indirectly, a majority of the economic resources provided by the
affiliate; or

(3) The affiliate and an entity or political subdivision of the
state are financially interrelated by:

(A) The affiliate having the ability to influence the
operating and financial decisions of the governmental entityj; or

(B) The governmental entity having an ongoing economic
interest in the net assets of the affiliate.

SECTION 2. Arkansas Code § 10-3-403(a)(3) is amended to read as
follows:
(3) The Speaker of the House, the President Pro Tempore of the
Senate, the immediate past—ehairor past cochairs of the Committee, and the
eochair cochairs and co-vice chairs of the Legislative Council shall be ex
officio members of the Committee and shall enjoy all the rights and
privileges of other members of the Committee.

SECTION 3. Arkansas Code § 10-3-406(b) is amended to read as follows:
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(b)(1)(A) Meetings of the committee during the legislative session
shall be called by either cochair of the committee who shall be the person
who served in the capacity prior to the commencement of the current General
Assembly.

(B) In such meetings, the primary consideration should be
given to matters that require immediate attention and that cannot wait until
the new committee is appointed and organized.

(2) 1If House and Senate members have selected their respective
cochair for the subsequent biennial period, either new cochair may call a
meeting of the committee during or after legislative sessions.

SECTION 4. Arkansas Code § 10-3-407(a) is amended to read as follows:
(a)(l) The duties of the Legislative Joint Auditing Committee shall be

to provide for the auditing of each department; institution,; beardy
commissiony office; and ageney of the state government any entity of the

state or political subdivision of the state for the purpose of furnishing the
General Assembly with information vital to the discharge of its
constitutional duties.

(2) 1In addition, the Legislative Joint Auditing Committee has
the authority to audit the books and records of affiliates and to audit
transactions relating to public funds received, handled, or disbursed by non-
affiliates.

SECTION 5. Arkansas Code §§ 10-3-410 and 10-3-411 are amended to read
as follows:

10-3-410. Abolishment or consolidation of agencies.

The Legislative Joint Auditing Committee is authorized to recommend to
the General Assembly the abolishment or consolidation of any stateageneiesy
boardssor commissions entity of the state or political subdivision of the
state which the Committee deems appropriate as a result of its review of

audits performed by its staff enthe ageneiesy boardsy, or commissiens.

10-3-411. Investigation of state or local entities - Subpoenas -
Contempt.

(a)(l) The Legislative Joint Auditing Committee shall have the
authorlty to conduct 1nvest1gat10ns pertalnlng to the £&nane&a} affalrs of

ef—any—ageney—ef—&nstfumeﬁ%ai&%y—the%eeé entity of the state, polltlcal
subdivision of the state, or affiliates thereof, whenever the Committee shall
determine that investigations are necessary to make a proper determination
with respect to the fimaneial operations thereof, or of the collection,
handling, administration, or expenditure of any publie funds alleecated
thereto received, handled, or disbursed thereby.

(2) 1In connection with investigations regarding any entity of
the state, political subdivisions of the state, or affiliates thereof, or
regarding transactions relating to public funds received, handled, or
disbursed by non-affiliates, the Legislative Joint Auditing Committee has the
authority to examine any or all books, records, or any other data or systems
relative to the investigation, irrespective by whom holds the records or
where the records are located.

(b) In connection with any investigations, the Committee shall have
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the right and power to subpoena witnesses and to issue subpoenas duces tecum.

(c) All subpoenas shall be issued by either cochair of the committee,
or by either co-vice chair acting in the absence of the cochair, after the
issuance thereof has been approved by a majority vote of the membership of
the committee at a duly called meeting with all members of the committee
having received no fewer than six (6) days’ advance notice thereof.

4e)(d) The cochairs and the co-vice chairs of the committee are
authorized to administer oaths.

£)(e)(l) Subpoenas issued by the Committee shall be served by the
sheriff of the county in which the person, books, records, or documents
subpoenaed are located, and the sheriff shall be entitled to the same fees
for the service of process as provided by law for service of process issued
by the circuit court.

(2) However, the Committee may, at its option, direct the
Arkansas State Police to serve any subpoena.

4£)(f) Witnesses subpoenaed to appear before the Committee shall be
entitled to witness fees and travel allowances at the same rate as provided
by law for witnesses subpoenaed to appear in civil actions in circuit court.

h)(g) The fees for the serving of subpoenas and all witness fees and
travel allowances shall be paid from funds appropriated for the maintenance
and operation of the Legislative Joint Auditing Committee.

(h)(1) It is a Class D felony for any person subpoenaed by the
Legislative Joint Auditing Committee to knowingly fail or refuse to appear
and testify or submit papers, files, and records material and pertinent to
the examination.

(2) 1t is a Class D felony for any person to knowingly give any
false testimony before the Legislative Joint Auditing Committee.

eireuit—eourt~

PH(A)(1)(A) It is the intent of this section to authorize the
Legislative Joint Auditing Committee to issue subpoenas and to compel the
attendance of witnesses, and to administer oaths when necessary, to make full
investigations or determinations whenever the Committee determines them to be
necessary with respect to the fimaneial affairs of any state ageneyy
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ins%%amenea}i%y—%he%ee£ entity of the state, a polltlcal subd1v131on of the

state, affiliate thereof, or non-affiliates, whenever the Committee shall
determine that 1nvest1gat10ns are necessary for the Committee to discharge

(B) It is not the intent of this section to repeal,
reduce, or diminish the authority vested by law in the Legislative Auditor to
issue subpoenas whenever the Legislative Auditor determines that they are
necessary to assist his or her staff in making a complete audit.

(2) This section shall be cumulative to Acts 1955, No. 105, and
all laws amendatory thereto.

SECTION 6. Arkansas Code §§10-3-422 through 10-3-424 are repealed.
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SECTION 7. Arkansas Code § 10-4-101 is amended to read as follows:

10-4-101. Division of Legislative Audit created - Authority -
Exemption.

(a) There is created under the authority of the Arkansas General
Assembly a Division of Legislative Audit.

(b) The Division of Legislative Audit shall be headed by a Legislative
Auditor who is vested with the authority and—respensibility of auditing eaeh

or by virtue of state law entities of the state, political subdivisions of
the state, affiliates thereof, and transactions relating to public funds
received, handled, or disbursed by non-affiliates.

(c)(l) However, any licensing board may be-exempt—from the provisien
of thisseetion retain the services of a private certified public accountant
or private public accountant to conduct the board’s audit if it files an
annual audit with the Legislative Auditor.

(2) As used in this subsection, the term “audit” means an annual
financial report, which includes as a minimum, the expression of an opinion
by an independent auditor on the fairness with which the licensing board’s
financial statements present, in all material respects, financial position,
results of operations, and, if required its cash flows, in conformity with
generally accepted accounting principles.

(d) For the purposes of this subchapter:

(1) “Affiliate” means any nonprofit or other entity whose
exclusive or primary purpose or function is to directly or indirectly benefit
or assist an entity of the state or a political subdivision of the state, and
meets the following criteria:

(A) The economic resources received or held by the
affiliate are entirely or almost entirely for the direct benefit of the
entity or political subdivision of the state, its component units, or its
constituents, or

(B) The entity or political subdivision of the state or
its component units is entitled to, or has the ability to otherwise access, a
majority of the economic resources received or held by the affiliate
organization;

(2) “Audit” means an audit, review, report of agreed upon
procedures, compilation, examination, investigation, or other report or
procedure approved by the Legislative Joint Auditing Committee for an entity;

(3) “Entity of the state” means the state as a whole or any
official, office, employee, department, institution of higher education,
board, commission, or agency of the state, or function thereof;

(4) “Non-affiliate” means any entity receiving, disbursing, or
handling public grants or funds; and

(5) “Political subdivision of the state” means any county,
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municipality, public school district, educational cooperative,
quasigovernmental entity, any employee or official thereof, or any function
thereof.

(e) As used in (d)(1)(B) of this section, “the ability to otherwise
access” means:

(1) The affiliate honors requests to provide resources to the
primary government;

(2) Historically, the governmental unit has received, directly
or indirectly, a majority of the economic resources provided by the
affiliate; or

(3) The affiliate and an entity or political subdivision of the
state are financially interrelated by:

(A) The affiliate having the ability to influence the
operating and financial decisions of the governmental entity; or

(B) The governmental entity having an ongoing economic
interest in the net assets of the affiliate.

SECTION 8. Arkansas Code § 10-4-102(b) and (c¢) are amended to read as
follows:

(b) The Legislative Auditor shall not be related in the second degree
of consanguinity or affinity to any state officer, department head, or

disbursing officer of any department; office; or ageney entity of the state
whom—under this aet it shall be his or her duty te—audit or any political

subdivision audited by the Division of Legislative Audit.
(c) The Legislative Auditor shall not serve in any ex officio capacity
on any administrative board or commission or have any financial interest in

the transactions of any departmenty; board; bureauy, institution, commissiony
or—ageney—of the state entity of the state or political subdivision of the

state.

SECTION 9. Arkansas Code §§ 10-4-105 and 10-4-106 are amended to read
as follows:

10-4-105. Legislative Auditor - Oath and -bend.

{a) Upon appointment, the Legislative Auditor shall qualify by taking

the constltutlonal oath aﬂé—exeeu%1ng—a—bend—%e—eeve%—h&s—e%%&e&ai—ae%s—aﬂd

10-4-106. Duties of Legislative Auditor.

CDS513 House Amendment No. to Senate Bill No. 751 7 of 21



(a) The Legislative Auditor shall have the authority and it shall be
his—eor her the Legislative Auditor’s duty to:

(1)(A) Perform an—-audit audits of all accounts, books, and other
finaneial records of the state government of any state officer; departmenty
boardy bureauy, institution, commission, or ageney thereof any entity of the
state or political subdivision of the state and to prepare a written report
of such audit te—the General Assembly and any other personhereafter
designateds.

(B) All reports or summaries thereof shall be presented to
the Legislative Joint Auditing Committee.
(C) 1In addition, reports or summaries thereof may be
presented to the General Assembly or any other legislative committee;
(2) Personally, or by his—er -her duly the Legislative Auditor’s
authorized assistants, examine and audit all—fiseal books, records, and
accounts of all custodians of public funds, and ef all disbursing officers of

1 1 1 1 . . . s s . an

entity of the state or political subdivision of the state thereof now in
existence or hereafter created;

(3) (A) Make any recommendations to the General Assembly in
respect to the alteration or improvement of the accounting system used by any

sovernment entlty of the state, in Wthh connectlon the Legislative Audltor

shall make available to the Chief Fiscal Officer of the State a copy of any
recommendations.
(B) (1) 1In respect to any accounting systems established

for any state ageney; office; department; board;, commissiony, or institutieon
pursuant—to—the state fiseal code or otherwise entity of the state, the
Legislative Auditor may recommend to the General Assembly any changes which
in his or her opinion might improve the accounting system, which
recommendation in each instance shall be made available to the Chief Fiscal
Officer of the State;

(ii) 1In cases where the Legislative Auditor finds that the
accounting system prescribed by the Chief Fiscal Officer of the State has not
been installed or followed by any agemeyy,offiecer; or department entity of
the state or may be improved, he or she shall report the failure to the
General Assembly and may make such recommendations as he or she considers
advisable or necessary for the alteration or correction of the accounting
system;

(4) Require the aid and assistance of all executives and
officials, auditors, accountants, and other employees of each and every

entity of the state, political subd1v1s1on of the state, or affiliate thereof
at all times in the inspection, examination, and audit of any and all of
their books, accounts, and records ef the several departments; and

(5)(A) Cause to be maintained a sufficient accounting of the
audit costs incurred by the Division of Legislative Audit in auditing
entities of the state ageneiesy; boards,; commissionsy and colleges—and
universities, and in order to provide a basis for determining a reasonable
reimbursement from these entities for the cost of the auditing of federal
funds received by these entities, with the funds being charged with the

CDS513 House Amendment No. to Senate Bill No. 751 8 of 21



reimbursements.

(B) In the event it is determined by the Legislative Joint
Auditing Committee that the reimbursement for the auditing of funds is
appropriate, the Legislative Auditor and the Director of the Department of
Finance and Administration shall develop guidelines for effecting proper
budgetary and accounting procedures for such reimbursements by fund
transfers.

(b)(l) As soon as practical after the close of each fiscal year, the
Legislative Auditor shall certify to the Chief Fiscal Officer of the State
the amount of funds expended during the fiscal year just ending which is to
be allocated to the State Audit Preogram State Audit Function and to the Leeal
Audit Program Local Audit Function.

(2) The Chief Fiscal Officer of the State shall utilize this
certification in determining those expenses which are eligible to be
reimbursed from the Ad Valorem Tax Trust Fund.

(c)(1)(A) The Legislative Auditor shall have access at all times to
all of the books, accounts, reports, eeonfidential eor eotherwisey vouchers, or
other records, confidential or otherwise, of information in any state—efficey
departmenty; board, bureau; or—institutionof this state entity of the state,
political subdivision of the state, or any affiliate thereof.

(B) In addition, the Legislative Auditor shall have access
at all times to any books, accounts, reports, vouchers, or other records,
confidential or otherwise, of a non-affiliate necessary to audit transactions
relating to public funds received, handled, or disbursed by the non-
affiliate.

(2)(A) Nothing in this section shall be so construed as
authorizing or permitting the publication of information prohibited by law.

(B) Records that are exempt from public disclosure by the
custodian remain exempt from pubic disclosure in the working papers of the
Division of Legislative Audit.

(C) All records, documents, correspondence, or other data
that would disclose identification of donors to affiliates or non-affiliates
are exempt from public disclosure.

(D) Any working papers or other data relating to donor
information of affiliates or non-affiliates are confidential and shall not be
disclosed.

(d) The Legislative Auditor shall execute the duties and
responsibilities of the position of Legislative Auditor as provided by law.

SECTION 10. Arkansas Code § 10-4-107(a) is amended to read as follows:

(a) The Legislative Auditor is designated as disbursing officer for
the division, and all vouchers issued in the payment of salaries and expenses
incurred in the operations of the division shall be approved by the
Legislative Auditor or the Legislative Auditor’s authorized designees before
they are paid.

SECTION 11. Arkansas Code § 10-4-108(d) is amended to read as follows:

(d) It is the intention and desire of the General Assembly to free the
Legislative Auditor and his or her staff from partisan politics, and it is
declared to be against public policy for any member of the General Assembly
or any official or employee of the entities of the state or political

subdivisions of the state govermmentor any beoard; bureau; departmenty; or
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institutionthereof to recommend or suggest the appointment of any person to
a position on the staff of the Legislative Auditor.

SECTION 12. Arkansas Code § 10-4-109(b) is amended to read as follows:

(b)(1l) Any member of the General Assembly may, by written request
filed with the Committee at least six (6) days prior to any regular or
special meeting of the committee, may request a special auditing of any
ageney—of the state entity for which the Legislative Joint Auditing Committee
and the Division of Legislative Audit has the authority to audit.

(2) TUpon the vote of the majority of the membership of the

Committee approving the request, the Legislative Auditor shall make-conduct
the audit.

SECTION 13. Arkansas Code §§ 10-4-110 through 10-4-112 are amended to
read as follows:

10-4-110. Audit and biennial reports.

(a) Copies of each state agency audit report shall be filed swith made

available to the agency concerned, the Legislative Joint Auditing Committee,
the Secretary of State, and the Chief Fiscal Officer of the State.

4e)(b) Reports shallalse may contain specific recommendations to the

General Assembly for the amendment of existing laws or the passage of new

laws designed to improve the functioning of warieus—departmentsy boardsy
bureaus, institutions, or agenciesof state government entities of the state

and political subdivisions of the state to the end that more efficient
service may be rendered and the cost of government reduced.

%d+(c) All—recommendations—submitted by the Legislative Auditor shall

£&ﬁés— The Leglslatlve Audltor shall not include in his or her
recommendations to the General Assembly any recommendations as to the sources
from which taxes shall be raised to meet the governmental expense.

{e)(d) All reports of the Legislative Auditor shall call attention to
any funds which, in his or her opinion, have not been expended in accordance
with law or appropriation by the General Assembly and shall make
recommendations to the General Assembly as to the manner or form of
appropriations which will avoid any such improper expenditure of money in the
future.
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£)(e) (1) All reports filed with the Seeretary of State and each
eounty—elerk shall be open to public inspection after presentation to the

Legislative Joint Auditing Committee or approved for release by the cochairs
of the Legislative Joint Auditing Committee.

(2) All final reports produced after January 1, 2002 shall be
available for viewing or downloading from the Internet.

10-4-111. Report of improper or illegal practices.

(a) 1If a state agency audit report ereother statuterily alleowed
examination presented to the Legislative Joint Auditing Committee or the
appropriate standing subcommittee thereof reflects evidence of improper
practices of financial administration or inadequacy of fiscal records, the
Legislative Auditor shall report the same to the Governor, the appropriate
department head or heads affected thereby, and the governing body of the
department.

(b) If an audit report er—ether statuterily allowed examination
presented to the Committee or the appropriate standing subcommittee thereof
reflects evidence of apparent unauthorized disbursements or unaccounted for
funds or property by a public official or employee, the Legislative Auditor
shall forthwith report the transactions in writing to the prosecuting
attorney for the county in which the public agency or political subdivision
is located, the Governor, the appropriate department head or heads affected
thereby, and the governing body of the department or political subdivision.

(c)(1l) The Legislative Auditor shall notify and cooperate with the
appropriate prosecuting attorney on all matters that appear to involve a
criminal offense.

(2) Upon request, and with the approval of the cochairs and co-
vicechairs of the Committee, the Legislative Auditor shall cooperate in any
other investigations by the appropriate prosecuting attorney, the Department
of Arkansas State Police, or any other law enforcement agency.

(d) The Legislative Auditor may request the appropriate prosecuting
attorney to petition the court to order, as part of any disposition or
adjudication, the payment, by a defendant, of costs incurred by the Division
of Legislative Audit in investigating any unauthorized disbursements or
unaccounted for funds or property related to a defendant.

44)(e)(l) While the Committee is not established as an agency to
effect, through its own direct action the correction of improper practices of
financial administration or inadequacy of fiscal records, the prosecution of
defaulting public officials, or the improvement of accounting systems in any
state—department entity of the state or political subdivision of the state,
nevertheless, it is determined that the action or nonaction on the part of
the appropriate public officials in respect to the correction of such matters
when called to their attention or in respect to the institution of criminal
proceedings, where proper, has a pertinent bearing upon the question of the
necessity for future remedial legislation.

(2) It is for this reason that the Committee is authorized to
inform public officials to the extent provided by law of the findings of the
Legislative Auditor in respect to any such matters.

10-4-112. Examinationof bank reecords Business, financial, and other
records.

(a) I £ £ 41 14 . he Legislati A hall
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.

In the performance of the
Legislative Auditor’s duties, the Legislative Auditor or the Legislative
Auditor’s authorized assistants may confirm, audit, and examine all accounts
or records, confidential or otherwise, regarding any entity of the state,
political subdivision of the state, or any affiliate thereof held in any
financial institution or other business entity, regardless of location or
form of record.

(b)(1) 1In addition thereto, the Legislative Auditor shall have the
right to audit the bank account of any officer or employee of any state

o Pa - O Sae Aty p-Oa 4 Ot O O S/

ageney entity of the state, political subdivision of the state, or affiliate
thereof, or the bank account of any other person or firm doing business with
the-state an entity of the state, political subdivision of the state, or
affiliate thereof, if the Legislative Auditor has reason to believe that the
auditing of the accounts is necessary for the verifying of any audits made
under the authority of this act.

(c) No bank, financial institution, or other entity shall be liable
for making available to the Legislative Auditor any of the information
required under the provisions of this section.

SECTION 14. Arkansas Code § 10-4-113 (a) is amended to read as
follows:

(a) It shall be the duty of the Legislative Auditor to give notice and
proof of loss together with any other supporting papers or evidence to the
Chief Fiscal Officer of the State of any shortage or other liability of any
officer or employee of the state any entity of the state that may be
determined in the course of or as a result of any audit.

SECTION 15. Arkansas Code § 10-4-113(c)(l) is amended to read as
follows:

(c)(l) 1In all criminal or civil actions brought as the result of the
findings set forth in any awdit report of the Legislative Auditor, the
Legislative Auditor or his or her assistants making the audit shall upon
request of the proper officers of the court give testimony and otherwise make
their services available in the prosecution of any action.

SECTION 16. Arkansas Code § 10-4-114 is amended to read as follows:

10-4-114. Subpoenas - Witnesses - Penalty for failure to appear -
Perjury.

(a)(l) The Legislative Auditor may issue subpoenas in connection with
any audit or other investigation of any entity of the state, political
subdivision of the state, affiliate thereof, or non-affiliate.

(2) The Legislative Auditor or any of his or her authorized
assistants shall have the power in making conducting any audit or examination
to administer oaths and cause to be summoned to appear before them at a time
and place and with such papers, files, and records as may be named in the
summons, any person or persons whose testimony may be desired or deemed
necessary in the audit or examination.

(b) The power of the Legislative Auditor or any of his or her
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assistants to administer oaths and summon records as mentioned in—subseetion
{a)—of this seetion above shall apply to all state employees and officials of
the state, its political subdivisions, or any functions or affiliate thereof,
as well as to any other person, business, firm, corporation, or association
receiving, disbursing, or handling public grants or funds or doing business
with any the state, its political subdivisions, or any affiliate thereof
ageney that the Legislative Auditor or any of his or her authorized
assistants may have reason to believe have information or records that are
necessary to a full determination of matters pertaining to any audit
authorized in this act.

(c) Any person summoned to appear before the Legislative Auditor or
any of his or her authorized assistants to testify or submit papers, files,
and records as required in this section shall receive the same compensation
as is received by persons serving as witnesses in circuit courts of this
state.

(d)(1) Any personwhowillfully fails or refuses to appear and testify

b £ . . Lol . . 1

any—of his assistants shall be deemed guilty of perjury It is a Class D
felony for any person subpoenaed by the Legislative Joint Auditing Committee
to knowingly fail or refuse to appear and testify or submit papers, files,
and records material pertinent to the examination.

(2) It is a Class D felony for any person to knowingly give any
false testimony before the Legislative Joint Auditing Committee.

SECTION 17. Arkansas Code § 10-4-115(b) is amended to read as follows:

(b)(1) He or she shall also keep a—<complete—file—of copies, paper or
otherwise, of all audit reports, examinations, investigations, and any and
all other reports or releases issued by him or her or his or her office and-a
completefile of audit.

(2) Audit work papers and other evidence pertaining to work of

the division shall be maintained for at least three (3) years after
completion of the report.

SECTION 18. Arkansas Code § 10-4-116 is repealed.

SECTION 19. Arkansas Code § 10-4-117 is amended to read as follows:
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10-4-117. Audit of data processing operations.

(a) The Division of Legislative Audit shall-hawve has the authority to
conduct audits of all or any part of automated data processing operations or
systems of any stateageney entity of the state or political subdivision of
the state.

11} 1 "

{e)(b) (1) Data processing maechinewusage charges incurred in the
performance of audits or audit-related tasks by the division wil} shall be
absorbed by the state—ageney proeessing data for the computer appliecation
being acecessedor audited provided that the use will not interfere with or
impede normal proecessing by the data proeessing installatien entity of the

state or political subdivision of the state being audited.

(2) The data processing provider shall provide requested data or
other information or services to the Division of Legislative Audit in a
timely manner.

(c) The Department of Information Systems, its successor agency, Or
other entities of the state or political subdivisions of the state, providing
Internet, network, or other computer services or information to an entity of
the state, a political subdivision of the state, or an affiliate thereof,
shall provide access to any or all data, support, or other necessary
information services to the Division of Legislative Audit in connection with
their functions at no cost to the division.

(d) In connection with any audit by the Division of Legislative Audit,
contractual providers of data processing or other computer related services
to entities of the state or political subdivisions of the state, shall
cooperate and provide requested information at no cost to the Division.

(e) All contracts for data processing or other computer services for
entities of the state or political subdivisions of the state shall contain a
right to audit clause.

SECTION 20. Arkansas Code § 10-4-118(a) is amended to read as follows:

(a) To provide for a consistent and understandable financial format,
all audit reports prepared by private certified public accountants or public
accountants of state or loeal educational institutions, boardss or
commissions, and other state ageneies entities of the state or political

subdivisions of the state shall be in the substantial form as reports

prepared by the Legislative Auditor er—a similar geovernmental entity.

SECTION 21. Arkansas Code § 10-4-119 is amended to read as follows:

10-4-119. Continuing professional education courses.

(a) The In addition to contracting with private entities, the Division
of Legislative Audit is—autherized te may contract and pay entities of the
state ageneies—or institutionseof higher edueation or any of their part-time
or full-time employees for services rendered, materials, supplies, or other
expenses incurred in conducting continuing professional education courses for
the staff of the division.

(b) Any funds received by £he public employees under the provisions of
this section shall be considered supplemental to their regular salaried
positions and shall not be subject to the restrictions of § 6-63-307, § 19-4-
1604, or other statutory salary limitations regarding line item maximums or
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grades and steps.
(c) These provisions apply whether the public employee is paid

directly or indirectly by the state ageney or institution of higher eduecation

an entity of the state.

SECTION 22. Arkansas Code § 10-4-201 is repealed.

SECTION 23. Arkansas Code §§ 10-4-202 through 10-4-204 are amended to
read as follows:

10-4-202. Audits authorized - Independent audits.

(a)4)> The Legislative Auditor has the pewer—and-duty authority,
acting through his or her duly authorized employees, to conduct audits of the
records and accounts of alleffieials or employees—of countiesy
munieipalitiesy sechool distrietsy county sechool boardsy and eduecational
cooperatives any political subdivision of the state or affiliates thereof,
and transactions relating to public funds received, handled, or disbursed by
non-affiliates.

(b) For the purposes of this subchapter:

(1) “Affiliate” means any nonprofit or other entity whose
exclusive or primary purpose or function is to directly or indirectly benefit
or assist an entity of the state or a political subdivision of the state, and
meets the following criteria:

(A) The economic resources received or held by the
affiliate are entirely or almost entirely for the direct benefit of the
entity or political subdivision of the state, its component units, or its
constituents, or

(B) The entity or political subdivision of the state or its
component units is entitled to, or has the ability to otherwise access, a
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majority of the economic resources received or held by the affiliate
organization;

(2) “Audit” means an audit, review, report of agreed upon
procedures, compilation, examination, investigation, or other report or
procedure approved by the Legislative Joint Auditing Committee for an entity;

(3) “Entity of the state” means the state as a whole or any
official, office, employee, department, institution of higher education,
board, commission, or agency of the state, or function thereof;

(4) “Non-affiliate” means any entity receiving, disbursing, or
handling public grants or funds; and

(5) “Political subdivision of the state” means any county,
municipality, public school district, educational cooperative,
quasigovernmental entity, any employee or official thereof, or any function
thereof.

(c) As used in (b)(1)(B) of this section, “the ability to otherwise
access” means:

(1) The affiliate honors requests to provide resources to the
primary government;

(2) Historically, the governmental unit has received, directly
or indirectly, a majority of the economic resources provided by the
affiliate; or

(3) The affiliate and an entity or political subdivision of the
state are financially interrelated by:

(A) The affiliate having the ability to influence the
operating and financial decisions of the governmental entity; or

(B) The governmental entity having an ongoing economic
interest in the net assets of the affiliate.

) H(d) (1) (A) Nothing contained in subsection (a) of this section
shall be so construed as to abridge the right of any school district, any
educational cooperative, or any municipality to choose and employ accountants
licensed and in good standing with the Arkansas State Board of Public
Accountancy to conduct these audits in accordance with Government Auditing
Standards issued by the Comptroller General of the United States.

(B) As used in this subsection (d), “audit” means an
annual financial report, which includes as a minimum, the expression of an
opinion by an independent auditor on the fairness with which the financial
statements present, in all material respects, financial position, results of
operations, and, if required its cash flows, in conformity with generally

accepted accounting principles.
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{e)>—A statement—of ecash reeceipts—and
disbursementsy—and

(d)y 4 14 Ll .
Arkansas—lawss

3)HA)Y(2)(A) A certified copy of each auwdit; ecompilatieny, or
agreed-upon—proeedures report shall be filed with the Division of Legislative
Audit in a timely manner after completion of the report.

(B) All ecompilatien reports and reports—of agreed-upon
proeedures allowed in this section shall be presented to the appropriate
governing body in—the same mannerasaudit reports.

(3)(A) Audits conducted by private licensed accountants under
this section shall include any specific procedures, tests, reports, exhibits,
or schedules prescribed by the Legislative Auditor and approved by the
Legislative Joint Auditing Committee.

(B) Any specific required procedures or formats shall be
available from the Division of Legislative Audit.

10-4-203. Records and reports.

(a) Insofar as it is practical to do so, and not inconsistent with the
law or professional guidelines, the Direetor—of the Division of Loecal Affairs
and—Audits—of the Division of Legislative Auditshall Legislative Auditor may
establish uniform systems of record-keeping within the respective counties,
school districts, amd municipalities, or other public entity.

(b) The direetor Legislative Auditor may require, on forms prescribed
and furnished by him or her, the filing with the division of financial
reports at such times as he or she shall deem advisable.

10-4-204. Verifying transactions.

In verifying any transaction or in determining the nature or manner of
handling any matter under investigation during the course of any audit, the
Direetor—of the Division of Loeal Affairs and Auditsof the Division of
Legislative Audit the Legislative Auditor or the Legislative Auditor’s
authorized assistants shall have the right to examine the accounts, records,
or other data, confidential or otherwise, of any officer or employee of any
countyy, school distriet; or munieipality political subdivision of the state
or affiliate thereof, or the records of any banking or financial institution,
or business concern, or individual, with regard to transactions or matters
under investigation, and to require, of the proper officer of any banking or
financial institution, e¥ business concern, or individual, verified
statements with relation to any such transactions or matters.

SECTION 24. Arkansas Code § 10-4-205(b) is amended to read as follows:
(b)H)—After the reportof each audit shall have been completed; one
513  fied e ] ] 111 . ;] 1 B' e ]
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addi%ieﬁ——eﬂe—{%}—eer%1£1eé—eepy—shall—be—£&%ed— After reports have been

presented to the Legislative Joint Auditing Committee, the reports shall be

available for viewing or downloading from the Internet.
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SECTION 25. Arkansas Code § 10-4-206 is amended to read as follows:

10-4-206. Auditors, accountants, and employees.

4a) No auditor or employee of the Bivision of Lecal Affairs and Audits
or—of the Division of Legislative Audit shall assist in or conduct the audit
of the books of any county official if the auditor or employee or the spouse
of either of them is related in the first degree of consanguinity to amy that
county—official whose office is subject to be audited by the Division of
Leeai—A%%a&%s—a&é—A&é&%s Leglslatlve Audit.

SECTION 26. Arkansas Code § 10-4-207 is repealed.

SECTION 27. Arkansas Code § 10-4-208 is amended to read as follows:

10-4-208. Audit of publicly funded educational institutions and
municipalities - Requirements of report by independent accountant.

(a) The audit of every publiely funded eduecational institutien
municipality, public school district, county school board, or educational
cooperative shall be performed by the Division of Legislative Audit or other
independent person licensed to practice accounting by the Arkansas State
Board of Public Accountancy to be selected by the governing body of the
edueational institution entity.
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4e)(b) The governing body of the edueational institutien municipality,
public school district, county school board, or educational cooperative shall

require the independent accountant to present the annual financial report in
conformity with the format and guidelines as prescribed by the appropriate

SECTION 28. Arkansas Code § 10-4-214 is amended to read as follows:

10-4-214. Sehedule—of fixed Capital assets.

Any municipality or school district in the State of Arkansas engaging
the services of an independent accountant for the purpose of conducting a
statutorily required audit of the municipality or school district shall
require the accountant to review and comment on the adequacy and extent of
accounting controls relating to fixed capital assets of the municipality or
school district in the audit report issued by the accountant and—te—inelude—a
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integral part—of the report.

SECTION 29. Arkansas Code § 10-4-215(b) is amended to read as follows:

(b) If any discrepancy is noted in the audit, the county officer shall
be notified of the meeting of the Committee at which the audit is being
considered in order that the county officer may be present when the audit is
considered by the Committee and make himself or herself available to discuss
the audit with the members of the Committee. The notiece shall be furnished

SECTION 31. Arkansas Code § 10-4-217(a) is amended to read as follows:

(a) It shall be the duty of the Direetor of the Division of Leecal
Affairs—and Auditseof the Division of Legislative Audit, with approval of the
Legislative Joint Auditing Committee, to give notice and make proof of loss
to and demand payment of the surety on any bond executed by any officer in
which the audit report of the records of that officer reflects any shortage

or other liability for which that officer and his or her surety may in anyway
be liable.

SECTION 32. Arkansas Code § 10-4-218 is amended to read as follows:

10-4-218. Administrative cost.

(a) The administrative cost of the Diwvision of Leoeal Affairs and
Audits of auditing the political subdivisions of the state by the Division of
Legislative Audit shall be paid from the annual gress—eolleetions—of taxes—eon

ki

i i Ad Valorem Tax Fund as prescribed by § 19-5-906.
(b) In the event these taxes, or any part thereof, are no longer
collected or deposited in the State Treasury, or there is a diminution in
these taxes, then the operating cost of thediwisien auditing the political
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subdivisions of the state by the Division of Legislative Audit shall be paid
from other moneys deposited in the General Revenue Fund Account.

SECTION 33. Arkansas Code § 10-4-219(a) is amended to read as follows:

(a) The audit reports and accompanying comments and recommendations
relating to any county or municipality ef this state prepared pursuant—to—the
provisions—eof §10-4-2025 § 14-58-101; or other Gode provisiens shall be

reviewed by the applicable legislative governing body.

SECTION 34. Arkansas Code § 10-4-219(b)(2) is amended to read as
follows:

(2) 1If the audit report is received by the board or governing body
within ten (10) days ef before a regularly scheduled meeting, the audit
report may shall be reviewed at the mext regularly scheduled meeting after
the ten-day period falling within the ten-day period or at the next following
regularly scheduled meeting."

The Amendment was read

By: Representative Roebuck

AAF/CDS - 040720030837

CDS513 Chief Clerk
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