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Stricken language would be deleted from and underlined language would be added to the law as it existed
prior to this session of the General Assembly.

State of Arkansas As Engrossed: H3/13/01 H3/28/01 H3/29/01
83rd General Assembly |
Regular Session, 2001 HOUSE BILL 2344

By: Joint Budget Committee

For An Act To Be Entitled
AN ACT TO AMEND TITLE 19 PUBLIC FINANCE AND TITLE
25 STATE GOVERNMENT OF THE ARKANSAS CODE
ANNOTATED; AND FOR OTHER PURPOSES.

Subtitle
AN ACT TO AMEND TITLE 19 PUBLIC FINANCE
AND TITLE 25 STATE GOVERNMENT OF THE
ARKANSAS CODE ANNOTATED.

BE 1T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code 19-1-203 is amended to read as follows:

19-1-203 Deputy Director.

The Deputy Director of the Department of Finance and Administration,
acting under the authority granted to him by the Director of the Department
of Finance and Administration, and under the laws relating to budget and pre-
adudit accounting procedure, shall:

(1) Prepare and publish all necessary regulations for carrying out
the budget and pre-audit accounting laws of the state and have the authority
to require of any state agency the necessary fiscal information for carrying

out such laws;

3 (2)(A) Acting in behalf of the Governor and the director,

prepare the preliminary budget information biennially, to be submitted to the

Legislative Council and to the members of the General Assembly, for
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AsEngrossed: H3/13/01 H3/28/01 H3/29/01 HB2344

consideration of the budget requirements of all state agencies; and

(B) Be prepared, when called upon to do so, to appear before the
Legislative Council and committees of the General Assembly for the purpose of
supplying information and reporting upon the financial condition of the state

or any of its agencies.

SECTION 2. Arkansas Code 19-1-212(2) is amended to read as follows:
(2) Exercise the powers conferred upon him by law to see that the

state and all state agencies are maintained on a eash basis of accounting

recommended by the Governmental Accounting Standards Board for governmental

purposes;

SECTION 3. Arkansas Code 19-2-103 (a) is amended to read as follows:

§ 19-2-103. Time for making payments.

(a) All payments out—of all general-appropriations for the ordinary
expenses of the departments of the state government which-may be-made shall
be due and payable enr—the last-day of each-month In the normal course of

business.

SECTION 4. Arkansas Code 25-16-505 is amended to read as follows:
§ 25-16-505. Duties generally.
It shall be the duty of the Auditor of State:
(1) To audit, adjust, and settle all claims against the state
payable out of the State Treasury, except those claims which may be expressly
required by law to be audited and settled by some other officer or person;

(2) To draw all warrants upon the State Treasury for money, except

in cases otherwise expressly provided by law;

4 (3) To audit, settle, and adjust the accounts of all collectors
of revenue and other holders of public money who are required by law to pay
the money into the State Treasury;

5) (4) To keep an account between the state and the Treasurer of
State;

€6) (5) To keep an account of all moneys paid into the State
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Treasury for the use of every county;

O (6) To keep an account between the state and the United States,
and between the state and every officer or person with whom the state may
have dealings, and to keep an account of any separate fund in the State
Treasury authorized by law;

€8) (7) To direct prosecutions in the name of the state for all
official delinquencies in relation to the assessment, collection, and payment
of the revenue against all persons who by any means become possessed of
public money or property and fail to pay over and deliver it and to direct
prosecutions against all debtors of the state;

€9)—(8) To annually procure from the proper officer an abstract
and description of all taxable lands within the state;

6> (9) To annually furnish the proper officer in each county, iIn
the month of January, a descriptive list of all taxable lands in the county
not previously furnished;

Y (10) To give information in writing to either house of the
General Assembly, whenever required, upon any subject relating to the fiscal
affairs of the state or touching any duty of his office;

2 (11) To perform all such other duties as may be required by

law.

SECTION 5. Arkansas Code 19-4-403 is amended to read as follows:

§ 19-4-403. Issuance of warrants.

The Auditor of State shall issue his warrants in payment of the
vouchers presented to him by the Chief Fiscal Officer of the State only after
he shall have satisfied himself that the provisions of this chapter have been
complied with. For this purpose, the Auditor of State shall have the
authority to conduct any further examination and pre-audit of the vouchers

which he may deem necessary. A single warrant may contain payments from

multiple appropriations, classifications of appropriation, and funds.

SECTION 6. Arkansas Code 19-4-505 is amended to read as follows:

§ 19-4-505. Generally accepted accounting principles.

It is the intent of the General Assembly that the state accounting
system, as authorized in this subchapter, shall be established in conformity

with generally accepted accounting principles as recognized by the Natienal
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Council-on—Governmental -Accounting Governmental Accounting Standards Board,

the American Institute of Certified Public Accountants, and the Financial

Accounting Standards Board and any successor governing boards. However, the

Chief Fiscal Officer of the State shall consult the Legislative Joint
Auditing Committee before proposing, adopting, or recommending compliance
with any of the generally accepted accounting principles that conflict with
law. It is further recognized that the state accounting system should comply

with recognized principles of accounting for and reporting of public moneys

in order to properly and fairly discharge to the taxpayers our responsibility

of adequately accounting for their moneys. TFherefore,—the Following—generally

SECTION 7. Arkansas Code 19-4-508 through 19-4-516 are hereby

repealed.

4 030220011245 .BWG138



© 00 N O 0o b~ W DN P

W W W W W W W NN DNDNMDNMNDNDDNMDNDDNDNDPERPLPRPPRFP PP P P P P P
o 0o~ WM P O O 0 N O O W NP O O 0NO O MM WOWDNPFL O

AsEngrossed: H3/13/01 H3/28/01 H3/29/01

HB2344

030220011245 .BWG138



© 00 N O O A W DN P

NN NN R R R R R B R R R
W N P O © ® N O 00 M W N R O

AsEngrossed: H3/13/01 H3/28/01 H3/29/01

030220011245.

HB2344

BWG138



© 00 N O 0o b~ W DN P

NN NN R R R R R B R R R
W N P O © ® N O 00 M W N R O

AsEngrossed: H3/13/01 H3/28/01 H3/29/01

HB2344

030220011245 .BWG138



© 00 N O O M~ W DN P

W W W W W W W NN DNDNMNDNDNDDNMNDNDDNDNDPRPLPRPRPPRFP PP P P P P P
o 0o~ WM P O O 0 N O O W NP O O 0WNO O MM WODNPFL O

AsEngrossed: H3/13/01 H3/28/01 H3/29/01 HB2344

SECTION 8. Arkansas Code 19-4-518 is amended to read as follows:
8§ 19-4-518. Design of system.
(a) The financial management system shall be designed to record

assets, liabilities, net assets, revenues, expenditures and other similar

transactions in accordance with generally accepted accounting principles.

financial management system shall provide a suitable foer—an analysis of the

operation, maintenance, and improvement of all state agencies and their
functions. This system will shall furnish a breakdown and itemization of all

expenditures financial transactions in accordance with the appropriations and

allotments of the General Assembly, federal grants, and bank funds of the
agencies.
(b) The Chief Fiscal Officer of the State shall prepare an

expenditure—code a general ledger manual covering the system of classifying
expenditures financial transactions and shall supply all agencies with a copy

of this manual.

SECTION 9. Arkansas Code 19-4-520 is amended to read as follows:

§ 19-4-520. Classification of appropriations.

For the purpose of establishing the proper accounts, for budgetary
control, for accounting, and for other provisions of this chapter, the
appropriations of the General Assembly shall be classified under one (1) or
more of the classifications prescribed in 88 19-4-521 - 19-4-525. The
purposes for which these appropriations may be used are defined as prescribed

in 88 19-4-521 - 19-4-525, but not necessarily limited thereto. However, the

State’s financial management system may invoke additional budget control

using features of the system that are in addition to the appropriations of

the General Assembly.

SECTION 10. Arkansas Code 19-4-521 is amended to read as follows:

§ 19-4-521. Personal services.

This classification shall be for regular full-time, part-time, extra-
help employees, employer matching costs, employer special or extra
compensation, overtime earnings, and other employee benefits that are legally

authorized:

8 030220011245 .BWG138
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(1) Regular Salaries. This subclassification shall be applicable
to all salaries and compensation, except as hereafter provided in this
section, for state employees where the number of employees and maximum
amounts of compensation are statutorily authorized as provided by the
Arkansas Constitution, Article 16, 8§ 4, irrespective of the financial
resources compensating such employees within this subclassification, and
where the method of salary disbursing of the institutions of higher learning
involves payment from state agency bank funds of the institution, subject to
reimbursement to the institution for such amounts as are properly payable

from funds in the State Treasurys. However, the State’s financial management

system may include in the subclassification of Regular Salaries the

following:
(A) Extra Salaries. This description includes all special remuneration

received by state employees in addition to reqular salary that is authorized

by law. Any state agency which receives an appropriation for extra salaries

may pay eligible employees at the following rates:

(1) Physicians who are certified by the American specialty boards, at a

rate of pay not to exceed four thousand five hundred dollars ($4,500) per

year.
(i1) Physicians who are eligible to be certified by the American

specialty boards, at a rate of pay not to exceed two thousand five hundred

dollars ($2,500) per year; and

(i11) Physicians certified in child psychiatry or forensic psychiatry,

an additional two thousand five hundred dollars ($2,500) per year will be

allowed with the total additional compensation not to exceed seven thousand
dollars ($7,000).

(B) Special Compensation. This description includes special

remuneration when authorized by law for employee suggestion awards.

(C) The payment of extra salaries and special compensation when

authorized by law shall be considered to be in addition to the maximum

amounts of compensation set by law for Regular Salaries.

(2) Extra Help. This subclassification shall be used for payment
of all salaries and compensation of part-time or temporary employees, as
authorized by law, who are employed one thousand (1,000) hours per year or
less. This subclassification may be used to pay part-time or temporary

employees who are employed for more than one thousand (1,000) hours per year

9 030220011245 .BWG138
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if specific authorization is provided by law and 1If such use is within
standards established by the Director of the Department of Finance and
Administration. In no case shall any extra-help funds be used for the
purposes of paying additional compensation to a full-time state employee. A
"state employee" is defined as any employee occupying a regular salaried

position for a state agency, board, commission, department, or institution of

higher education;

) (3) Overtime. This subclassification is applicable for payment
of services performed in excess of normal hours of work during a specific

time when specifically authorized by law;

O (4) Personal Services Matching. This subclassification shall

represent the agency®s proportion of the amounts necessary to contribute the
agency"s share or to match the deductions from the salaries of state
employees for social security, retirement, group employee insurance programs,
workers®™ compensation, unemployment compensation contributions, and to

provide a state contribution for state employee retirees who are eligible to

10 030220011245 .BWG138
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participate in the health and life insurance programs offered by the state as
defined by § 21-5-411 and as authorized by the Chief Fiscal Officer of the
State. The Chief Fiscal Officer of the State is authorized to make

appropriate reclassifications of the agency’s appropriation for maintenance

and general operation to effect the payment of personal services matching as

herein described. The Chief Fiscal Officerof the State-may provide—that—the

SECTION 11. Arkansas Code 19-4-522(c)(1) is amended to read as

follows:
(c) In the event an appropriation for maintenance and general

operation authorized for a state agency, board, department, or institution is

11 030220011245 .BWG138
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restricted in its use by budget classification as set out in subsection (d)
of this section, transfers between such classifications may be made subject
to the procedures set out as follows:

(1) In the event the amount of any of the budget classifications
of maintenance and general operation in an agency"s appropriation act are
found by the administrative head of the agency to be inadequate, then the
agency head may request, upon forms provided for such purpose by the Chief
Fiscal Officer of the State, a modification of the amounts of the budget
classification. In that event, he shall set out on the forms the particular
classifications for which he is requesting an increase or decrease, the
amounts thereof, and his reasons therefor. In no event shall the total amount
of the budget exceed either the amount of the appropriation or the amount of
the funds available, nor shall any transfer be made from the capital outlay
or data processing subclassifications unless specific authority for such
transfers is provided by law, except for transfers from capital outlay to
data processing when determined by the Department of Computer Services that
data processing services for a state agency can be performed on a more cost-
efficient basis by the Department of Computer Services than through the
purchase of data processing equipment by that state agencys. During the

biennial period ending June 30, 2003, transfers may be made from capital

outlay to other budget classifications of maintenance and general operation

only in the event the Department of Finance and Administration has

promulgated a regulation increasing the capitalization threshold during that

biennial period.

SECTION 12. Arkansas Code 19-4-524 is amended by adding the following:
§ 19-4-524. Construction and permanent improvements.

(c) The Chief Fiscal Officer of the State is authorized to reclassify,

but not consolidate an agency’s appropriation for construction to effect the

payment of construction related costs in the appropriate classification as

described in this subchapter using the State’s financial management system to

invoke budget control.

SECTION 13. Arkansas Code 19-4-525(a) is amended to read as follows:
(a) All other appropriations made by the General Assembly which do not

come under any of the classifications mentioned in this section shall be

12 030220011245 .BWG138
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considered to be special appropriations and shall be used only for the
specific purposes for which such appropriations were made. Except as
otherwise provided by law, an agency receiving a special appropriation may
not expend funds from any appropriation other than from the special
appropriation for the special purpose covered by the special appropriation.

However, the state"s financial management system may invoke additional budget

control using features of the system that are in addition to the

appropriations of the General Assembly.
SECTION 14. Arkansas Code 19-4-608 is amended to read as follows:
§ 19-4-608. Fiscal controls.

In order to provide proper fiscal controls, the Chief Fiscal Officer of
the State shall assure the implementation of the procedures set out in this
section:

(1) The annual operations plan of each state agency shall contain
a quarterly fiscal program indicating the proposed expenditures and
anticipated resources for each quarter of the ensuing fiscal year.
Anticipated resources shall be based upon forecasted resources estimated to
be available by the Chief Fiscal Officer of the State. In the event a
revision of forecasted resources is made during a Ffiscal year, those agencies
affected by the revised forecast shall submit a new quarterly fiscal program
based upon the revised forecast;

(2) The Chief Fiscal Officer of the State shall review and approve
the quarterly fiscal program and-shall-establish—quarterly allotmentsof
Funds—in—accordance—therewith It he finds that the forecasted resources will

be adequate for financing the proposed program during the fiscal year and for

each quarter or other appropriate period within the fiscal year;

) (3) In the event an agency incurs expenses at a level that

13 030220011245 .BWG138
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would exceed the proposed expenditures in their quarterly fiscal program, the
Chief Fiscal Officer of the State may require the submission of a revised
quarterly fiscal program which reduces expenditures for the remainder of the
fiscal year to a total which is within the level of the estimated resources

available to the agency. Remaining appropriations will be unavailable to the

agency until the revised program has been submitted and approved;

O (4) In case the Chief Fiscal Officer of the State determines
that the estimated revenues or other sources of income for any agency will be
less than was anticipated and that consequently the funds available for the
remainder of the gquarterly fiscal program year, eitherannuvallyor-quarterly;
will be less than the amount estimated, he shall, after notice to the agency,
reduce the amount allotted—or—to beallotted of available appropriation to
the level of expected revenue. #fF-nosuchreductionreduces—anallotment

SECTION 15. Arkansas Code 19-4-702 is amended to read as follows:

8§ 19-4-702. Time limits for presenting vouchers.

oF business—of the last workingday—of-eachFiscal period- State agencies may

14 030220011245 .BWG138
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pay carryover obligations of the state that were incurred on or before June

30 of the current fiscal year up to forty-five (45) days after the end of the

current fiscal year. The carryover obligations must be supported by purchase

documents with corresponding receipts for the goods or services that have

been recorded as received in the state"s financial management system by June

30 of the fiscal year previous to the fiscal year in which the carryover

obligations are requested to be paid. The payments of the carryover

obligations shall be charged against appropriations and fund cash balances of

the fiscal year in which the obligations were incurred. Any payments for

carryover obligations that are not supported by the documents as required

herein, or which are requested to be paid after forty-five (45) days

following June 30 of the fiscal year previous to the fiscal year in which the

carryover obligations are requested to be paid, shall be charged to the

appropriations and fund cash balances of the then current fiscal year.

(b) In the event such voucher or vouchers are approved for
payment, the Auditor of State shall issue his warrants in payment of them not
later than two (2) weeks following the receipt of such vouchers from the
department.

€) (b) In the event of just claims against any state agency, where
the claims are submitted too late for payment in the manner prescribed in
this section and the agency affected has an appropriation for the same
purpose for the fiscal period following that period in which the claim was
incurred, then the disbursing agent may draw his voucher in the payment of
the claim against the new appropriation, but only in the event there were
sufficient funds and appropriations for the prior year to cover the claims.
Otherwise, such claims must be submitted to the Arkansas State Claims
Commission for payment.

€ (c) In the event a biweekly pay period for personal services,
as defined in 88 19-4-521 and 19-4-1607, commences in the closing period of
one (1) fiscal period and ends in the following fiscal year, then the payment
of the obligation may be made in whole from the appropriation for either
fiscal period, as determined by the Chief Fiscal Officer of the State.
However, in no event shall any obligation be incurred unless there are funds
on hand or estimated to become available to meet the obligation when it
becomes due.

(@) (@) All state agencies may carry over from the first fiscal

15 030220011245 .BWG138
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year of any biennium to the second fiscal year of the biennium any unexpended
appropriations and funds to the extent necessary to pay for items or
commodities ordered at least ninety (90) days prior to the end of the first
fiscal year but not received until after the end of the first fiscal year, if
the purchase of such items and commodities is substantiated by a written
contract resulting from the receipt of a formal bid.

(2) This subsection shall be supplemental to any other authority
granted any state agency by law to carry forward unexpended fund balances

from one (1) fiscal year to another.

SECTION 16. Arkansas Code 19-4-710(a) is amended to read as follows:

(a) To prevent the duplication of recording expenditures and revenues
resulting from interagency transactions, the Chief Fiscal Officer of the
State, after securing the approval of the proposed procedures by the
Legislative Auditor, may provide for an interagency transfer of moneys or
recognize a journal wveoucher entry to charge the expenditure to the disbursing
agency without creating a warrant and to identify the revenue—oF cash receipt

by the receiving agency without-creatingrevende.

SECTION 17. Arkansas Code 19-4-802 is amended to add the following
section:

(d) State agencies as defined in 19-4-801 shall be required to post all

financial transactions of cash funds in the State’s financial management

system in accordance with procedures established by the Chief Fiscal Officer

of the State.

SECTION 18. Arkansas Code 19-4-804 is hereby repealed.

16 030220011245 .BWG138
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SECTION 19.

repealed.

HB2344

Arkansas Code 19-4-807 through 19-4-809 are hereby
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SECTION 20. Arkansas Code 19-4-811 and

repealed.
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SECTION 21. Arkansas Code 19-4-814 is amended to read as follows:

§ 19-4-814. Supporting papers—generally - Coplies—of vouchers

documentation.

19 030220011245 .BWG138
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) (a)-Speecifically;—thesupportingpapers—shall—include—the folllowing:

Requirements for supporting documentation for disbursements shall be

determined as follows:

(1) In connection with purchasing procedures the Chief Fiscal Officer

of the State shall prescribe and define the necessary documents and other

evidence which shall be retained by the agency attached-to—or—accompany

papers—attached-to-such—voucher for the purpose of determining whether the

proper purchasing procedures have been complied with;
(2) In all instances where the evidences of indebtedness are represented

by vendor®s invoices, the agency shall retain in the permanent file of the

business office of the agency the original invoice and corresponding

documentation of actual payment in accordance with procedures established by

the Chief Fiscal Officer of the State. carbon—impressions—or—duly

(3) In connection with printing contracts, provided for by the

Constitution and laws of this state, the supporting papers documentation
attached-to—vouchers shall be those prescribed by the Auditor of State, or by
the Department of Finance and Administration as appropriate. such-other

Eficial T | | with ¢l ibili . -
payments—made—under—any such—contracts;

(4) In connection with the laws or regulations governing travel, where

20 030220011245 .BWG138
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individuals are reimbursed for expenses incurred for travel in connection
with their official duties, the supporting papers shall be the forms or
statements of such expenses prescribed by the Chief Fiscal Officer of the
State. In the case of per diem or other expenses established by law, the
disbursing officer shall attach to the vouchers issued in payment of such
allowances a citation of his authority for making such payments;

(5) Any indebtedness or expense incurred in connection with an approved
resolution of any state board or commission, shall be made a part of the
permanent minutes of such board or commission, and copies of such resolution
or minutes authorizing any indebtedness or expense shall be attached to the
vouchers issued in payment of any such indebtedness or expense;

(6) In instances where the General Assembly has authorized grants to
public schools, public welfare recipients, counties, municipalities, and for
other purposes specifically provided for by law; and for payments made to
individuals under retirement systems; and for income tax refunds, the Chief
Fiscal Officer of the State shall prescribe the forms of the vouchers to be

used and the procedure to be followed in making such payments. The-Chief

SECTION 22. Arkansas Code 19-4-815 is amended to read as follows:
§ 19-4-815. Original of supporting papers documentation to be retained

by the agency.
(a) The original evidences of indebtedness, including documents prepared in
connection with purchasing procedure, and all other original contracts,
invoices, statements, receipts, petty cash tickets, bank statements,
cancelled checks drawn upon bank accounts, and other original supporting
papers, shall be retained in the permanent file of the business office of
each state agency, or attached to the office copy of the agency®"s voucher;
and such documents shall be kept in a safe place subject to audit and shall
not be destroyed until authorization is given for their destruction by the
Legislative Auditor.

(b) With the approval of the Legislative Auditor of the state, a state
agency may retain evidences, to satisfy record retention policies, of

indebtedness and other contracts, invoices, statements, receipts, petty cash
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tickets, bank statements, cancelled checks drawn upon bank accounts, and
other supporting papers by microform or a form of stored images in a computer
system or other form of computer technology in lieu of retaining the

originals of such documents.

SECTION 23. Arkansas Code 19-4-816 is amended to read as follows:

§ 19-4-816. Contracts for procurement of commodities and services.

Each state agency which is authorized by law, or under the purchasing
procedures of this state, to enter into contract for the procurement of
property, commodities, or services shall keep on file in their respective
places of business a copy of such contract for public inspection or audit and

shall make a copy of any such contract available to the Chief Fiscal Officer

of the State for pre-audit-purpoeses when so required by him.

SECTION 24. Arkansas Code 19-4-902(b) is amended to read as follows:

(b) It shall be the responsibility of the administrative head of any
agency to keep on file iIn the place of business of the agency, subject to
audit, copies of all wveuchers—and supporting documents and required receipts
for expenses incurred in connection with the travel authorizations and

allowances for persons traveling in behalf of the agency.

SECTION 25. Arkansas Code 19-3-518 is amended to add the following
subsection (d) to read as follows:

(d) Interest Bearing Funds. The State Board of Finance is authorized

to invest funds deposited in the State Treasury by State agencies, boards and

commissions that were previously held as cash funds in financial

institutions other than the State Treasury in order to enhance investment

opportunities and earnings. The State Board of Finance is authorized to

invest Interest Bearing Funds the same as state funds are authorized in

subsection (b) of this section. The interest earned on these investments

shall be credited back to the fund. On the first day of business of the

month, the Treasurer of State shall compute the average daily balance of

this fund, including all internal accounts and funds, during the preceding

month and shall transfer on that day to the participants of the fund interest

on the average daily balance to be computed at a rate equivalent to the

average rate of interest earned on all State Treasury funds invested in fixed
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income securities and in money market accounts during the preceding month

less its proportionate share of any assessments for the expenses of

administration.

SECTION 26. Arkansas Code 19-4-1008(a) is amended to read as follows:
(a) The Chief Fiscal Officer of the State is authorized to promulgate
appropriate rules and regulations authorizing state agencies, boards,
commissions, and institutions of higher learning to establish revolving funds
which shall be within such limitations as the Chief Fiscal Officer of the

State may prescribe or to make advances of expense funds for authorized

travel by officials and employees of state agencies, boards, commissions, and

institutions of higher learning whose travel is in conjunction with

institutionally sponsored events or programs. The advanced funds shall be

reimbursed by the individual borrowing the funds from moneys to the

individual upon filing an authorized expense account in connection with the

travel.

(1) These funds shall be used to make advances of expense funds for
authorized travel by officials and employees of state agencies, boards,
commissions, and institutions of higher learning whose travel is in
conjunction with institutionally sponsored events or programs.

(2) These funds shall be reimbursed by the individual borrowing the
funds from moneys to the individual upon filing his authorized expense

account in connection with his travel.

SECTION 27. Arkansas Code 19-4-1101(a) is amended to read as follows:
(a) The expenditure of all funds deposited in the State Treasury shall be
subject to wveucher examination and approval in the manner provided for by
this subchapter before the proposed expenditure is approved for payment from

such funds.

SECTION 28. Arkansas Code 19-4-1102 is hereby repealed:
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SECTION 29. Arkansas Code 19-4-1103 is amended to read as follows:

8§ 19-4-1103. Responsibilities of agency heads.

(a) It shall be the responsibility of each executive head of a state
agency to establish adequate internal administrative procedures and controls
to ensure prompt and accurate payment of obligations in order to promote good
public relations and to take advantage of all available discounts. It shall

also be the responsibility of each executive head of a state agency to

establish adequate administrative procedures to ensure that all financial

transactions of the agency are posted in the State’s financial management

system in accordance with procedures established by the Chief Fiscal Officer

of the State.

(b) 1t shall also be the responsibility of the agency head to establish a
system of pre-audit within his agency to ensure that checks and vouchers,
before being released by the agency, are prepared in accordance with all

applicable purchasing and fiscal laws, rules and regulations en—the-subject

by performing the following functions. He shall determine that:

(1) Services, materials, supplies, and equipment received comply
with specifications indicated on purchase documents;

(2) Quantities received, as being indicated on the invoice, agree
with those shown on the receiving report;

(3) Unit prices agree with those indicated on the purchase
documents;

(4) The extensions and footings of the invoice are correct;

(5) The voucher or check is prepared in sufficient time to take
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advantage of all available discounts being offered;

(6) Sufficient appropriation and funds are available for payment
of the obligation; and

(7) The obligation was incurred in conformity with all purchasing
and fiscal laws.

(c) 1t shall also be the responsibility of the agency head to establish

that:

(1) Every voucher for a proposed disbursement is approved by the bonded

disbursing officer of the agency issuing the voucher or by his authorized

agent;
(2) An appropriation has been made to cover the proposed disbursement

and that there is sufficient balance remaining in the appropriation account

and in the fund against which it is drawn to insure that the voucher can be

converted into a valid warrant;

(3) The proposed disbursement has been drawn on the proper voucher form and

the name and address of the disbursing agency and the name and address of the

vendor or payee is properly identified on the voucher form.

(4) The proposed voucher is prepared in accordance with the established

general accounting procedures relating to appropriation titles and codes and

the proposed transactions are identified and classified in accordance with

the administrative regulations on the subject; and

(5) The voucher for the proposed disbursement is accompanied by proper

supporting documentation, as evidence that the indebtedness has been incurred

and that the amount for which the voucher is written corresponds with such

evidence.

SECTION 30. Arkansas Code 19-4-1104 is amended to read as follows:
§ 19-4-1104. Duty to examine and approve.
It shall be the duty of the Chief Fiscal Officer of the State to

Fforby this subchapter—H—in-hisopinions—design the State’s financial
management system to provide reasonable assurances that theproposed

expenditure financial transactions conforms to the provisions of law and

regulation on—the subject, he shall-approve the voucher-orcheck for-payment.

He shall not be required to pass upon the propriety of any financial
transactions proposed-—expenditure if it is found to conform to the provisions
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of this subchapter. However, he-shall-havethe powerand-authority;—in-case

the Chief Fiscal Officer of the State may perform examinations of

transactions to determine the propriety of the transactions in conformity

with applicable laws and regulations.

SECTION 31. Arkansas Code 19-4-1105 is amended to read as follows:
§ 19-4-1105. Examination and approval generally.
£a@)— Before any voucher for the disbursement of funds in the State

Treasury is presented to the Auditor of State for the issuance of his warrant

thereon, it shall be presented—to—the Chief Fiscal OfFicer of the State for

Auditor—of State Ffor payment recorded in the State’s financial management

system in accordance with procedures established by the Chief Fiscal Officer

of the State. The Auditor of State shall have the authority to make-such

Ffurther perform an examination, under the procedures established in this
section, as he deems advisable before issuing his warrant in the payment of

the voucher.
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SECTION 32. Arkansas Code 19-4-1107 is amended to read as follows:
§ 19-4-1107. Supporting papers documents generally.

) (a) Specifically;—the suppertingpapers Supporting documents for the

disbursement of state funds shall include the following:

(1) In connection with purchasing procedure, the Chief Fiscal Officer of
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the State shall prescribe and define the necessary documents and other

evidence which shall be attached to—or-accompany—vouchers—or-checks—which—are

voucher for the purpose of determining whether the proper purchasing

procedures have been complied with;
(2) In all instances where the evidences of indebtedness are represented

by vendors® invoices, the agency shall retain in the permanent file of the

business office of the agency the original invoice and corresponding

documentation in accordance with procedures established by the Chief Fiscal

Officer of the State

those instances where the daily transactions with vendors are numerous, such
as in the case of retail service station purchases, the Chief Fiscal Officer
of the State may prescribe the use of monthly statements from the vendors as
supporting papers documents for the vouchers- However,—in—all-such—instancess

(3) In connection with printing contracts provided for by the
Constitution and laws of this state, the supporting papers documents attached
to—vouchers shall be those prescribed by the Auditor of State or by suech

payments—made—under—any-such—contracts; the Department of Finance and

Administration as appropriate;

(4) In connection with the laws or regulations governing travel, where
individuals are reimbursed for expenses incurred for travel in connection
with their official duties, the supporting papers shall be the forms or
statements of such expenses prescribed by the Chief Fiscal Officer of the
State. In the case of per diem or other expenses established by law, the
disbursing officer shall attach to the vouchers issued in payment of such
allowances a citation of his authority for making such payments;

(5) Any indebtedness or expense incurred in connection with an approved
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resolution of any state board or commission shall be made a part of the
permanent minutes of the board or commission. Copies of the resolution or
minutes authorizing any indebtedness or expense shall be attached to the
vouchers issued in payment of any indebtedness or expense;

(6)(A)(i) The Chief Fiscal Officer of the State shall prescribe the
forms of the vouchers to be used and the procedure to be followed in making
payments In instances where the General Assembly has authorized grants:

(a) To public schools, public welfare recipients, counties, and
municipalities;

(b) For other purposes specifically provided for by law;

(c) For payments made to individuals under retirement systems; and

(d) For income tax refunds.

(ii) The Chief Fiscal Officer of the State shall-check—all-such

vouchers is authorized to review all disbursements to determine that they are

issued in accordance with their respective appropriations and that there are
sufficient funds to cover all the payments.

(B) In the case of vouchers written upon the Public School Fund for
state equalization aid, the Auditor of State shall process warrants to pay
the vouchers upon certification by the Chief Fiscal Officer of the State that
funds are available from general revenues available for distribution or from
other sources for the benefit of the Public School Fund with which to pay the
warrants when they are presented for payment.

(C) In the case of payments made to welfare recipients under the
welfare laws of this state, the approved list of welfare recipients may be
certified directly to the Auditor of State, who shall approve the issuance of
warrants upon certification by the Chief Fiscal Officer of the State that
funds are available from general revenues available for distribution or from
other sources for the benefit of the Department of Human Services Grants Fund
Account of the Department of Human Services Fund with which to pay the
warrants when they shall be presented for payment.

(D) In the case of vouchers written upon the Arkansas Public
Employees®™ Retirement System, the Arkansas Local Police and Fire Retirement
System, the State Police Retirement System, the Arkansas Judicial Retirement
System, and the Arkansas Teacher Retirement System funds for retiree
benefits, the Auditor of State shall process paper or electronic warrants to

pay the vouchers upon certification by the Chief Fiscal Officer of the State
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that funds are available from the Arkansas Public Employees®™ Retirement
System, the Arkansas Local Police and Fire Retirement System, the State
Police Retirement System, the Arkansas Judicial Retirement System, and the
Arkansas Teacher Retirement System funds with which to pay the warrants when
they shall be presented for payment.

(BE) In the case of vouchers written upon the Uniform Tax Rate Trust
Fund, the Auditor of State shall process warrants to pay the vouchers upon
certification by the Chief Fiscal Officer of the State that funds are
available for the benefit of the Uniform Tax Rate Trust Fund with which to

pay the warrants when they shall be presented for payment.

SECTION 33. Arkansas Code 19-4-1108(a) is amended to read as follows:

(a) The original evidences of indebtedness, including documents
prepared in connection with purchasing procedure, and all original contracts,
invoices, statements, receipts, petty cash tickets, bank statements,
cancelled checks drawn upon bank accounts, and other original supporting
papers shall be retained in the permanent file of the business office of each
state agency er—attached-to—the office copy of the-agency-s—voucher. These
documents shall be kept in a safe place subject to audit and shall not be
destroyed until authorization is given for their destruction by the

Legislative Auditor.

SECTION 34. Arkansas Code 19-4-1109 is amended to read as follows:
§ 19-4-1109. Procurement contracts.

Each state agency which is authorized by law or under the purchasing
procedures of this state to enter into contracts for the procurement of
property, commodities, or services shall keep on file in their respective
places of business copies of these contracts for public inspection or audit

and shall make a copy of any such contract available to the Chief Fiscal

Officer of the State forpre-auditpurposes when so required by him.

SECTION 35. Arkansas Code 19-4-1203 is amended to read as follows:

§ 19-4-1203. Disbursing agents.

In the event the executive head of any state agency shall designate
some full-time employee to act as his agent in the disbursement of funds

under his control, then that agent may act without furnishing additional bond
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if the executive head of that agency shall notify the Chief Fiscal Officer of
the State and the Auditor of State in writing of such designation. and-shall
. isl I hicf Fi L OFfi - | gl G .

sample—of the signatureof theagent-

SECTION 36. Arkansas Code 19-4-1205 is amended to read as follows:

§ 19-4-1205. Signature or facsimile.

) The original copy of all checks and-veuchers drawn In connection
with the disbursement of public funds for which the disbursing officer is
responsible shall bear the manual signature of the disbursing officer or his
authorized agent, except—that-checks—may or may contain or bear a
mechanically produced facsimile signature of the disbursing officer or his
authorized agent. Where the Chief Fiscal Officer of the State has determined
that the executive head of a state agency has established adequate internal
administrative procedures and controls pursuant to law, which determination
shall be made only after the Chief Fiscal Officer of the State shall have
consulted with the Legislative Auditor, he may grant an exemption from manual

signatures to allow for a computer-produced digitized signature of the

disbursing officer or his authorized agent.

SECTION 37. Arkansas Code 19-4-1207 is amended to read as follows:
§ 19-4-1207. Duty to monitor Ffinances.

It shall be the duty and responsibility of the head of the agency for
which appropriations are authorized and of the agency"s disbursing officer

to:
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(1) Be cognizant at all times of the resources available,
including applicable fund balances, revenues, and other income, for financing
the appropriations authorized by the General Assembly;

2)—See—thatthestate—agency s maintainedon—-a—cash-basiss

3) (2) See that no obligations shall be incurred which cannot be
lawfully discharged from funds appropriated or available from other sources
when they become due and payable; and

4 (3) Not operate the agency during any fiscal year from the
then-current fiscal year®s available resources at a level of operations that
would require for the succeeding fiscal year funds in addition to those

already authorized by the General Assembly.

SECTION 38. Arkansas Code 19-4-1208 is hereby repealed:

SECTION 39. Arkansas Code 19-4-1210 is amended to read as follows:

§ 19-4-1210. Revenues insufficient to meet appropriations.

(a) The disbursements of funds shall be subject to the controls of the

procedures authorized by this subchapter, other acts of the General Assembly,
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and rules and regulations established by the Department of Finance and

Administration.

(b) In the event that during any fiscal year the governmental revenues

available to the state or a state agency are not sufficient to cover the

appropriations made by the General Assembly from such revenues, then:

(1) The bonded disbursing officer for each agency shall be responsible
and held accountable for the incurring of any obligations and disbursements
of any funds in behalf of the agency for which he acts as disbursing officer.
It shall be his duty to keep advised as to the amount of governmental
revenues available for the operation of his agency. Each such disbursing
officer is prohibited from incurring any obligations in excess of the funds
made available by this chapter and other laws providing revenues for any such
agency, and all such disbursing officers shall be subject to the restrictions
and limitations of this chapter;

(2) The Chief Fiscal Officer of the State shall pre-auditall
Ffunds—depositedin—the State Treasury;—and-he-shall exercise the powers of
his office to enforce the fiscal laws of the state to prohibit deficit
spending and to promulgate rules and regulations which will require that all
agencies comply with such fiscal laws. He may require, whenever he deems
necessary, a financial report from any agency. If any such financial report
or any other available information of any agency which has appropriated funds
or an agency which has both state and bank funds shall reveal that the agency
is in financial distress, then he may direct that all of the funds of the
agency, including any bank funds, shall be subject to—pre-audit—and approval
under the provisions of this chapter;

(3) If during any vear it is determined that the proposed disbursements

exceed the amount approved for that year, then, upon direction of the Chief

Fiscal Officer of the State, necessary reductions in proposed disbursements

shall be made.

(4) If, in accomplishing the necessary reductions in disbursements, it

shall be required to reduce employees’ salaries, the reductions shall be made

in proportion to existing salaries, and the reductions shall be made in the

salaries of all employees, including administrators and directors.

(5) The Chief Fiscal Officer of the State is directed to withhold all

distributions of special and general revenues as prescribed in this chapter

and the Revenue Stabilization Law, 819-5-101 et seqg., at any time that a
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state agency fails to comply with the restrictive provisions of this chapter.

3 (6) It is provided that the creditors of any agency shall have
first consideration in connection with disbursement of the funds of the
agency. If the funds of any agency become depleted to an extent that the
creditors cannot be paid from funds on hand or which will become available
during the same Ffiscal year, the Chief Fiscal Officer of the State shall
direct the agency to stop incurring obligations until the funds on hand and
the funds estimated to become available are sufficient to meet all such

obligations.

SECTION 40. Arkansas Code 19-4-1306(b) is amended to read as follows:

(b) In furtherance of the purposes of this subchapter, the Chief
Fiscal Officer of the State shall institute the following additional
procedures and controls:

(1) At least thirty (30) days prior to the commencement of each
fiscal year, the Chief Fiscal Officer of the State shall make studies for the
purpose of estimating the anticipated amount of general and special revenues
to be made available for distribution under the provisions of the Revenue
Stabilization Law, § 19-5-101 et seq., and for the support of agencies which
derive their support from special revenues, for such fiscal year or such
fiscal quarter, or for any calendar month if he deems it necessary. In
addition, the Chief Fiscal Officer of the State shall compute the estimated
amount of general revenues that will be available for allecation distribution

to the respective State Treasury accounts in accordance with the respective
percentage distributions of general revenues authorized under the provisions
of the Revenue Stabilization Law, § 19-5-101 et seq. It shall be the duty of
each agency head responsible for administering special revenues or federal
funds to notify the Chief Fiscal Officer of the State of any unusual events
which would adversely affect the estimate of the moneys received upon which
the agency is operating. Such notification shall be given immediately upon
knowing of the existence of such events by agency heads;

(2) Upon completion of revenue estimates for each fiscal year or
each fiscal quarter, or monthly if deemed necessary, the Chief Fiscal Officer
of the State shall prepare schedules reflecting the estimated amount of
general revenues to be available for distribution to the State Treasury funds

and accounts for each of the agencies which share in the distribution of
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general revenue funds of the state, either in whole or in part. In addition,
the Chief Fiscal Officer of the State may require the preparation of
estimates from the administering agency or prepare estimates of the
anticipated amount of special revenues to be available for distribution to
those agencies which receive support from special revenues, from both general
and special revenues, or from cash funds or other sources;

(3) After preparing the estimates and schedules for each fiscal

year, fiscal quarter, or month, the Chief Fiscal Officer of the State shall

review the guarterlyallotmentestimates—ofF thoseagencies—operatingunder
guarterly allotments—and-shallreview—the annual operations budgets and
guarterly Fiscal programs of each agency. The Chief Fiscal Officer of the

State shall institute such controls as he deems necessary to modify or
restrict the level of approved expenditures that may be incurred by each
agency to assure that sufficient funds will be available to maintain a
minimum level of essential services and programs by each agency without undue
interruption or curtailment of the level of programs and essential services
provided for any extended period during each fiscal year or which might
create circumstances that would institute deficit spending to meet the
obligations or services in excess of the funds available for the support
thereof, as provided by law;

(4) IT the Chief Fiscal Officer of the State, iIn reviewing the
guarterlyalHotmentplans—oer—the annual operations budgets er—quarterly
Fiseal programs of any state agency, determines that the level of operations
thereof or the projected commitment thereof is being operated in a manner
that would impose serious curtailment of essential services or would create
circumstances of deficit spending, then he shall immediately notify the head
of the agency responsible for the operation of such services as to the
curtailments and controls that should be instituted to bring the level of
operations or services within the necessary fiscal restraints recommended by

the Chief Fiscal Officer of the State.

SECTION 41. Arkansas Code 19-4-1408(b) is amended to read as follows:
(b) In those instances where construction projects utilize funds other
than those deposited in the State Treasury, the Chief Fiscal Officer of the

State shall prescribe the procedure for payments from all other funds made

available to the agency and-may—provide—that all-such-payments—be subject-to
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SECTION 42. Arkansas Code 19-4-1501(2) is amended to read as follows:
(2) Require that the addition and disposition of all new property or

equipment added, including purchase, trade-in, exchange, or transfer, or by
constructing or making such property or equipment, shall be promptly reported

upon such forms and in such detail as shall be required; and

SECTION 43. Arkansas Code 19-4-1606 is amended to read as follows:

§ 19-4-1606. Preaudit Review of payroll weuchers required.

(a) The Department of Finance and Administration shall pre-audit
review the payroll weuchers of state agencies covered by the provisions of
the Uniform Classification and Compensation Act, 8 21-5-201 et seq., with
respect to the salaries of all employees of affected state agencies. This
pre-audit review shall determine the correctness of each payroll weucher with
respect to each position to assure compliance with the compensation plan and
to assure that no position is being paid, during any payroll period, an
amount greater than authorized in the compensation plan or the amount
authorized for the position in the appropriation act applicable to the
agency.

(b) Any proposed rate of pay for an employee found not to be in
accordance with the provisions of the compensation act and the appropriation
act governing the agency shall be changed to the appropriate rate of pay by
the state agency covered by the provisions of the compensation act before the
department shall approve it for payment.

(c) No veucher—Ffor payment of salary of any employee of any state
agency affected by the provisions of the compensation act shall be made
without the certification of correctness by the department based on its pre-
addit-review duties as provided iIn this section.

(d) The department is authorized to develop and implement rules

and procedures to accomplish the purposes authorized in this section.

SECTION 44. Arkansas Code 19-4-1607(b) is amended to read as follows:
(b) The remuneration paid to an employee of the state may exceed the
maximum annual salary as authorized by the General Assembly as follows, and

the following shall not be construed as payment for services or as salary as
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contemplated by Arkansas Constitution, Article 16, § 4:
(1) Overtime payments as authorized by law;

(2) Payment of a lump sum to a terminating employee, to include

lump sum payments of sick leave balances upon retirement as provided by law;

(3) Payment for overlapping pay periods at the end of a fiscal
year as defined or authorized by law;
(4) Payment for the biweekly twenty-seven (27) pay periods.

(5) Payment for Career Service Recognition as authorized by law;

(6) Payment for Career Ladder Incentive Program Bonus as

authorized by law;

(7) Payment in accordance with Special Language salary provisions

in individual agency appropriation acts.

SECTION 45. Arkansas Code 19-4-1609 is amended to read as follows:
§ 19-4-1609. State-supported institutions of higher learning.

(a)(1) Pursuant to administrative procedures established by the Chief
Fiscal Officer of the State, each state-supported institution of higher
learning may request a salary and personal services matching and/or a
maintenance and general operations expense disbursement procedure. This
procedure shall be requested, in writing from the executive head,
communicated to the Chief Fiscal Officer of the State by which, effective
July—1,-1989; eF-at a date in accordance with the request, each payroll for
all of its salaries payable to employees and/or a maintenance and general
operations expense of the institution and personal services matching for
employees of the institution may be disbursed by the institution and paid
from state agency bank funds of the institution, subject to reimbursement and
correction of reporting as provided in this section.

(2)(A) The Chief Fiscal Officer of the State may approve such
salary and personal services matching and/or a maintenance and general
operations expense disbursement procedure and—vouchers—for such reimbursement
if he determines that each institution has complied with all administrative
procedures established by the Chief Fiscal Officer of the State.

(B)(i) The Chief Fiscal Officer of the State may revoke any such
approval by transmitting a thirty-day notice to the executive head of the
institution when the Chief Fiscal Officer of the State finds that internal

administrative procedures and controls of the institution are not adequate.
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(ii) The Legislative Joint Auditing Committee shall advise the
Chief Fiscal Officer of the State and keep him informed regarding any of its
findings which may be relevant to such determination regarding these
institutions.

(b) (1) Upon completion of salary and personal services matching
and/or a maintenance and general operations expense disbursements by the
institution, the disbursing officer or other appropriate official of the
institution shall examine Fforward—to—the Chief Fiscal OFfFicerof the Statea
copy—of-the payroll and/or a maintenance and general operations expense as

disbursed for such amounts as are properly payable from State Treasury funds.

3 (2) At such time as the disbursing officer or other appropriate
official of the institution Chief Fiscal OfFicerof the State-examines the
copy—of—the-payroll and/or a maintenance and general operations expense
Fforwarded—to-him—Ffor determining the reimbursable amount, he shall also

review it In order to discover any erroneous or improper payments as provided

liability for those payments shall be with the executive head of that

institution and its bonded disbursing officer, or his designated bonded
assistant.

(c) All salaries and personal services matching and/or a
maintenance and general operations expense shall be subject to the
restrictions and controls provided by law and-—Hewevers—where—this method-of

operations—expense—disbursing—is—approveds—the administrative procedures of
the Chief Fiscal Officer of the State. for-itseffectuation-shall-be
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SECTION 46. Arkansas Code 19-4-1613(a) is amended to read as follows:

(a) Upon termination, resignation, retirement, death, or other action
by which a person ceases to be an active employee of a state agency, the
amount due the employee, or his estate, including any accrued unpaid annual
or holiday leave which is due in accordance with the policies of the agency

and lump sum payments of sick leave balances upon retirement as provided by

law, may, and should, be included in the final pay to the employee or his
estate for his active work, even though the final payment of salary or wages
may exceed one twenty-sixth (1/26) or other fractional amount based upon
days, weeks, or months of the employee"s annual authorized compensation at

the date active employment ceases.

SECTION 47. Arkansas Code 19-4-1711 is amended to read as follows:

§ 19-4-1711. Preaudit Review requirement.

(a)(1) Every contract covered by this subchapter shall be filed with
the Office of Accounting of the Department of Finance and Administration
within five (5) working days of the execution date of the contract.

(2) The execution date of all contracts shall be defined as the
date upon which performance of the services to be rendered under the contract

is to begin and not the date upon which the agreement was made.

(b)(1) No voucher shall be eleared—forpayment-by the Pre-Audit
Section—of the DepartmentofF Finance—and-Administration paid if a copy of the

contract under which the payment is being made has not previously been timely
filed.

(2) No payment shall be approved made covering services rendered
prior to the execution date of the contract.
(c) It is the intent of the General Assembly that this section be strictly
construed and enforced. However, in the unusual event that an obligation has
been incurred by a state agency under any contractual agreement or proposed
contract prior to the approval of the contract, the Chief Fiscal Officer of
the State may approve payment for such services after having first received

the advice of the Legislative Council.

SECTION 48. NOT TO BE INCORPORATED INTO THE ARKANSAS CODE NOR
PUBLISHED SEPARATELY AS SPECIAL, LOCAL AND TEMPORARY LAW. 1In addition to

those purposes set out in Act 333 of 2001, the appropriations provided in
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Section 5 of Act 333 of 2001 may also be transferred to agencies that convert

cash accounts that are in financial institutions outside of the State

Treasury to State Treasury funds during the biennial period ending June 30,

2003.

SECTION 49. EMERGENCY CLAUSE. It is found and determined by the

General Assembly that proper and effective management requires that changes

to the state"s finance and accounting laws begin on the first day of the

fiscal year and that if there is an extended recess of the General Assembly,

the required ninety day period may extend past July 1. Therefore, an

emergency is declared to exist and this act being immediately necessary for

the preservation of the public peace, health and safety shall become

effective on July 1, 2001.

/s/ Joint Budget Committee
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