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Stricken language would be deleted from and underlined language would be added to law asit existed prior to the 83
General Assembly.

State of Arkansas As Engrossed: S1/24/01 S2/5/01
83" General Assembly |
Regular Session, 2001 SENATE BILL 87

By: Joint Budget Committee

For An Act To Be Entitled
AN ACT TO AMEND ARKANSAS CODE 8§19-4-605, 819-4-606,
819-4-519, §10-3-509 AND 819-4-607 TO SET OUT THE
REQUIREMENTS AND IMPLEMENTATION FOR THE PERFORMANCE
BUDGETING AND ACCOUNTABILITY SYSTEM; AND FOR OTHER
PURPOSES.

Subtitle
PERFORMANCE BUDGETING AND ACCOUNTABILITY
SYSTEM IMPLEMENTATION.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:
SECTION 1. Arkansas Code 19-4-605 is amended to read as follows:

19-4-605. General proceduresStrategic Planning.

(a) Each state agency, constitutional agency, and institution of

higher education, other than the elected constitutional officers and their

staff offices, the legislative-and judictal -branches, the Arkansas State

prepare an annual-operations a strategic plan, containing those elements as
set out under 819-4-606(b)(5)(A) through 819-4-606(b)(5)(D), for the

operation of each of its assigned programs for submission to the Legislative

Council, the appropriate interim committees and the Governor.

Chief Fiscal OFfFicerof the State-— The strategic plan shall be prepared in
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As Engrossed: S1/24/01 S2/5/01 SB87

the form and submitted at the same time as determined by the Governor or the

agency designated by him and after consultation with the Legislative Council.

The plan shall be submitted no less frequently than biennially. The form,

content and submission timetable of the strategic plan for constitutional

agencies and institutions of higher education shall be determined by the

Legislative Council.

SECTION 2. Arkansas Code 19-4-606 is amended to read as follows:
19-4-606. Contents Performance Budgeting and Accountability System.

(a) Definitions. As used in this section, unless the context otherwise

requires:
(1) "Activities" means distinct type of functions, processes or

services carried out or provided as part of a program;

(2) "Appropriate interim committee” means an interim committee of the

General Assembly as selected by the Legislative Council;

(3) "Appropriation” means a legal authorization to make expenditures

for specific purposes within the amounts authorized in the appropriations

act;

(4) "Constitutional Agency' means the Arkansas State Highway and
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Transportation Department and the Arkansas Game and Fish Commission;

(5) "Consultation'" means to deliberate and seek advice in an open and

forthright manner with the full committee, a subcommittee thereof, the chair,

or the staff as deemed appropriate by the chair of the respective committee

or by law;
(6) "Disincentive'" means a sanction, as set out in law, imposed due to

not achieving performance;

(7) "Efficiency Measures'" means numerical indicators that reflect the

programs cost, unit cost or productivity associated with a given outcome;

(8) "Effort Measures'" means numerical measurements reflecting a count

of resources used in performing the entity"s strategies;

(9) "Executive Department' means the executive department of the State

as set out in Article VI of the Constitution of the State of Arkansas of

1874, as amended and the agencies, boards, commissions, institutions and

offices of the Executive Department;

(10) "Fiscal Year'" means a period of time beginning July 1 and ending

on the following June 30;

(11) "'Goal" means a general statement of purpose of the entity that

identifies broad desired results;

(12) "Incentive'" means a mechanism, set out either as special language

in a state agency"s appropriation act or another act of the General Assembly,

for recognizing the achievement of performance standards or for motivating

performance that exceeds performance standards;

(13) "Judicial Department'" means all state officers, state employees,

and offices of the Supreme Court, Court of Appeals, circuit courts, and the

Administrative Office of the Courts;

(14) "'Legislative Auditor' means the Legislative Auditor of the

Legislative Joint Auditing Committee;

(15) "'Legislative Department'” means the legislative department of the

State as set out in Article V of the Constitution of the State of Arkansas of

1874, as amended and its various officers, agencies, committees, and other

units of the legislative department of the State;

(16) ""Measures' means a numerical set of indicators which, in the

aggregate, are used to assist the Executive and Legislative Branch in

evaluating the level of success of a state agency and its programs, and are

categorized as effort measures, output measures, outcome measures and
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efficiency measures;

(17) ""Mission'" means a concise statement of the organizational entity"s

purpose and reason for existence;

(18) ""Objective'" means a statement that specifies desired results,

which will lead to the accomplishment of the entity"s goals;

(19) ""Outcome Measures' means indicators that measure the actual impact

or effect upon a stated condition or problem utilizing the entity"s

strateqgies;
(20) ""Output Measures'" means numerical measurements reflecting a count

of services produced in performing the entity"s strategies;

(21) "Performance-based appropriation’ means an appropriation

incorporating performance measures and targets for the programs included in

the regular operations appropriation act.

(22) "Program' means an aggredation of similar activities performed by

a state agency, not necessarily along organizational lines, which can

logically be considered an entity for budgeting, accounting and reporting

purposes and which contribute to common goals;

(23) '"Regular operations appropriation act'" means the authorization by

an act of the General Assembly for each year of a biennial period, based upon

budget requests presented to the Legislative Council and Joint Budget

Committee or based upon legislative findings of the necessity for an

authorization when no budget request was presented, for the expenditure of

amounts of money by a state agency, institution, the judicial branch, and the

legislative branch for stated purposes in the performance of the functions it

is authorized by law to perform;

(24) "'Special Language' means a section or sections of text within an

appropriation act that qualifies, restricts or clarifies the intent of a

specific appropriation and which can be logically and directly related to the

specific appropriation or appropriation subject;

(25) ''State Agency' means any official, officer, commission, board,

authority, council, committee, or department of the Executive Department that

receives an appropriation by the General Assembly, but excludes the Arkansas

State Highway and Transportation Department, the Arkansas Game and Fish

Commission, elected constitutional offices and the staff offices of the

elected constitutional officers;

(26) '"'Strategic Plan'" means a comprehensive operational plan for a
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required period of time consisting of those elements required by law, by the

Legislative Council and by the Governor;

(27) ''Strategy'" means a narrative setting out the steps to be taken to

accomplish the entity"s objectives; and

(28) '"Target'" means that level of the performance measure to which the

program shall aspire and shall be held accountable for the period covered by

the appropriation act.

(b) Implementation.

(1) On the effective date of this act, the Governor or the state agency

designated by the Governor, shall proceed to implement a program that

directly correlates the operating budget of a state agency for each fiscal

yvear, as reflected in the reqgular operations appropriation act of the state

agency, with the objectives of that approved budget as reflected in the state

agency"s strategic plan, and the program shall be known as the “Performance

Budgeting and Accountability System’”.

(2) The Performance Budgeting and Accountability System shall be

implemented statewide in phases. Phase 1 shall include consultation with the

appropriate interim committee and the Legislative Council on the proposed

strateqgic plan of the state agency and the collection of data by the state

agency as required for performance measures. Phase 11 shall include the

submission of a biennial budget request by the state agency to the Governor,

Legislative Council and Joint Budget Committee in a performance budget format

for approval by the next General Assembly and for implementation by the state

agency on the next following July 1. Included in the state agencies to be

required to participate in Phase | of the Performance Budgeting and

Accountability System on July 1, 2001 shall be:

(A) Arkansas Valley Technical Institute;

(B) Department of Community Punishment;

© Department of Correction;

(D) Cotton Boll Technical Institute;

(B) Crowley"s Ridge Technical Institute;

(D) Delta Technical Institute;

(G) Arkansas Department of Emergency Management;

(H) Department of Finance and Administration - Office of Child

Support Enforcement;

D) Department of Finance and Administration - Revenue Services
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Division;

(@)

Department of Human Services - Division of Children and

Family Services;

K)

Department of Human Services - Division of County

Operations;
(D)

Department of Human Services - Division of Medical

Services;

(D)

Department of Human Services - Division of Youth Services;

()

State Department for Social Security Administration

Disability Determination;

©)

Department of Economic Development;

()

Department of Education;

@
(R)

Department of Education - Educational Television Division;

Department of Education - Arkansas State Library;

(©))

SB87

Department of Workforce Education - Arkansas Rehabilitation

Services;

M

Arkansas Employment Security Department;

W

Arkansas Department of Environmental Quality ;

(4%)

Foothills Technical Institute;

w)

Forest Echoes Technical Institute;

(€:9)

State Forestry Commission;

(@9)

Great Rivers Technical Institute;

(@4)

Department of Health;

(AA)

Health Services Agency;

(AB)

Department of Higher Education;

(AC)

State Insurance Department;

(AD)

Department of Labor;

(AE)

Northwest Technical Institute;

(AF)

Arkansas Public Employees Retirement System;

(AG)

Pulaski Technical College;

(AH)

Quapaw Technical Institute;

(AD)

Department of Rural Services;

(AD)

Arkansas Science and Technology Authority;

(AK)

Department of Arkansas State Police;

(AL)

Arkansas Student Loan Authority;

(AM)

Arkansas Teacher Retirement System;
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(AN) Arkansas Tech University;

(AO0) Department of Veterans®" Affairs; and

(AP) Department of Workforce Education;

(AQ) Department of Information Systems; or their successors;

(3) Any regulatory board or commission supported entirely by fees which

is not enumerated in this subsection (b) may choose voluntarily to

participate in the Performance Budgeting and Accountability System upon

notification to the Governor and the Legislative Council.

(4) All rules and regulations to implement the Performance Budgeting

and Accountability System shall be promulgated by the Governor or the state

agency designated by the Governor in consultation with the Legislative

Council, and the Legislative Council shall review the final rules and

regulations prior to their implementation.

(5) The Performance Budgeting and Accountability System regulations

shall require each state agency to prepare a long range, not to be less than

five (6) vyears, strategic plan for the state agency and shall include:

(A) A mission statement and goals for the state agency;

(B) A listing of programs and the program definitions of the

state agency as approved by the Legislative Council after considering the

recommendations of the appropriate interim committee;

(C) Goals and objectives for each program in the state agency, as

approved by the Legislative Council and reviewed by the appropriate interim

committee;

(D) Strategies that the state agency plans to use to accomplish

each program®"s goals and objectives;

(E) Measures for each program, which shall:

(1) Be selected by the General Assembly and the Legislative

Council to be incorporated in each state agency’s regular biennial operations

appropriation act;

(i1) Be used as the basis for determining legislative

intent in the appropriating of such funds;

(ii11) Consist of a combination of effort, output, outcome

and efficiency measures for each program goal; and

(iv) Be approved by the Legislative Council after review

by the appropriate interim committee.

(F) A description of the method and sources to be used to obtain
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the data required for the program measures.

(6)(A) Participating agencies and programs shall submit a semi-annual

report on progress towards meeting performance goals to the Legislative

Council and the appropriate interim committees.

(B) The Legislative Council may, on a program-by-program or

agency-by-agency basis, change the frequency of the report to such time as

the Legislative Council determines will best provide the appropriate

monitoring.

(C) The Governor and the Arkansas Higher Education Coordinating

Board, as applicable, may require reports at such times as is determined will

best meet the requirements for implementing state policy.

(D) The detail in the report to the Legislative Council and the

appropriate interim committee and its format shall be determined by the

Legislative Council.

(BE) Failure by any state agency to submit the required report

shall result in the administrative head of the state agency appearing before

the next meeting of the Legislative Council and the appropriate interim

committee to explain the failure.

(F) The General Assembly shall have final approval of all

programs, performance measures and targets through the enactment of the

appropriation acts for the various state agencies.

(c) Roles

(1) The Bureau of Legislative Research shall:

(A) Review the agencies” periodic reports and report

recommendations and findings to the Legislative Council and appropriate

interim committees;

(B) Recommend changes to the Legislative Council or appropriate

interim committee of any measure, program and program definition submitted by

a state agency;

(C) Assist state agencies and interim committees in determining

appropriate measures, program structures and program definitions;

(D) Serve as the lead legislative agency in the implementing and

designing of the Performance Budgeting and Accountability System; and

(E) Provide a continuous review of the Performance Budgeting and

Accountability System process and recommend changes to the Legislative

Council as appropriate.

8 010620010347 .BWGO13
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(2) The Division of Legislative Audit of the Legislative Joint Auditing

Committee shall:

(A) Verify, as a part of the reqgular financial audit of the state

agency, that the data being reported and collected by the state agencies 1S

accurate and in such form as is required by the Legislative Council and

evaluate management controls surrounding the collection and reporting of the

data;

(B) Perform detailed performance audits in accordance with

Generally Accepted Government Auditing Standards as issued by the U.S.

General Accounting Office, upon request by any legislative committee and

after approval by the Legislative Joint Auditing Committee of the request.

(3) Notwithstanding the provisions of the Freedom of Information Act,

the audit results shall not be public information until presented to the

requesting interim committee, the Legislative Joint Auditing Committee, the

Legislative Council, the Governor and to the applicable state agency.

(4) The Governor or the state agency designated by the Governor shall,

except for the institutions of higher education:

(A) Review submitted performance reports and recommend changes as

appropriate to the state agencies and the Legislative Council in

measurements, programs, goals, objectives and strategies;

(B) Provide adequate training to state agency personnel in

performance measurements and strategic planning;

(C) Prepare and distribute approved forms, manuals and procedures

to the state agencies as required to meet the implementation timeline;

(D) Oversee the process of strateqgic planning for state agencies,

and recommend changes to the Legislative Council; and

(E) Assist state agencies in determining appropriate measures,

program structures and program definitions.

(5) The Governor or the state agency designated by the Governor shall,

for all state agencies, including the institutions of higher education:

(A) Maintain an accounting system for approved programs,

objectives and measures in accordance with the reporting requirements of this

section;

(B) Enforce a uniform use of the state accounting and budgeting

systems so as to provide the proper accounting and reporting of costs of

approved programs and performance data in accordance with the requirements of

9 010620010347 .BWGO13
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this section.

(6) The Arkansas Higher Education Coordinating Board and the Department

of Higher Education shall, for the institutions of higher education:

(A) Review submitted performance reports and recommend changes as

appropriate to the institutions of higher education and to the Legislative

Council in measurements, programs, goals, objectives and strategies;

(B) Provide adequate training to the institutions of higher

education personnel in performance measurements and strategic planning;

(C) Prepare and distribute approved forms, manuals and procedures

to the institutions of higher education, as required to meet the

implementation timeline;

(D) Oversee the process of strateqgic planning for institutions of

higher education, and recommend changes to the Legislative Council; and

(E) Assist the institutions of higher education in determining

appropriate measures, program structures and program definitions.

(d) Performance Measures and Targets.

(1) Performance measures for the various programs shall only be revised

in connection with the biennial budget process. The changes may be proposed

by the state agency or by the appropriate interim committee. The changes can

occur only upon the approval of the Legislative Council, the General

Assembly, or both.

(2) A state agency may request a change in any performance target only

based upon matters beyond the control of the state agency. Matters beyond

the control of the state agency may include a significant change in funding

of a program or a change in the legislation affecting the state agency"s or

program®"s mission. Any change in any requested performance target must have

the approval of the Legislative Council.

SECTION 3. Arkansas Code 19-4-607 is amended to read as follows:

19-4-607. Review and approval of Annual Operations Plans.

(a) Each state agency other than the elected constitutional officers, the

legislative and judicial branches and their staff offices, the Arkansas State

Highway and Transportation Department, the state-supported institutions of

higher education, and the Arkansas State Game and Fish Commission shall

prepare an annual operations plan for the operation of each of its assigned

programs for submission to the Chief Fiscal Officer of the State.

10 010620010347 .BWGO13
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(b) The annual operations plan shall be prepared in the form and content

determined by the Chief Fiscal Officer of the State and shall be transmitted

to the Department of Finance and Administration on the date prescribed by the

Chief Fiscal Officer of the State.

(c) In years when the General Assembly meets in reqular session, the annual

operations plan shall be prepared after adjournment of the regular session

and shall take fully into consideration all applicable laws, including

appropriations, and shall be submitted to the Department of Finance and

Administration on a date set by the Chief Fiscal Officer of the State but

prior to July 1 of that vyear.
(d) The Chief Fiscal Officer of the State shall:

(1) Review each annual operations plan to determine that:

(A) It is consistent with the policy decisions of the General Assembly
and Governor;

(B) Appropriations and funding have been provided by the General
Assembly;

(C) It reflects proper planning and efficient management methods; and

(D) Appropriations and funding have been made for the planned purpose
and will not be exhausted before the end of the fiscal year; and

(2) Approve the annual operations plan if he is satisfied that it meets

all requirements and otherwise require necessary revisions of the plan in
whole or in part. However, nothing in this section shall be construed to
allow the Chief Fiscal Officer of the State to substitute his individual
judgment as to the operation or necessity of any program of any state agency
for the judgment of the executive head or board or commission charged with

the responsibility for the operation and control of that agencys.

(e) Each annual operations plan shall indicate:

(1) the appropriation and funding provided by the General Assembly;

(2) a detailed budget by quarters; and

(3) any other supporting or related information required by the Chief

Fiscal Officer of the State or requested by a legislative interim committee,

11 010620010347 .BWGO13
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including the Legislative Council.

SECTION 4. Arkansas Code 19-4-519 is amended to read as follows:

19-4-519. Appropriations code manual and Performance-Based Budget Transfers.

(a) After the General Assembly has enacted the various appropriation
measures for the support and operation of the state government and its
agencies, the Chief Fiscal Officer of the State shall prepare a complete code
manual setting out all of the appropriations of the General Assembly, the
purpose of the appropriations and the funds, fund accounts, or accounts from
which the appropriations are made and shall classify them in accordance with
the titles and definitions as enumerated in this chapter.

(b) After establishing the appropriation items and classifying them under
the provisions of this chapter in strict conformity to the intent and
purposes of the appropriation acts, and within the limitations of the
revenues and funds available for these purposes, it shall thereafter be
unlawful for the Chief Fiscal Officer of the State or any disbursing officer
of any state agency to transfer from an appropriation item, the purpose of
which is defined under the provisions of this chapter, to any other
appropriation item of a different classification and purpose as defined in
this subchapter except where permitted by law.

(c)(D) If a state agency or program within the state agency has received a

performance-based appropriation from the General Assembly, the state agency

may request approval from the Chief Fiscal Officer of the State and the

Legislative Council or Joint Budget Committee to transfer a portion of the

performance-based appropriation from one program to a performance-based

appropriation of another program or programs. An institution of higher

education shall submit the transfer request to the Department of Higher

Education which shall then forward the request to the Chief Fiscal Officer of

the State, with the Department of Higher Education"s recommendation and

comments.

(2) Accompanying the transfer request shall be documentation reflecting

the need for the transfer and the effects that the proposed transfer may have

on the performance goals and targets as approved by the General Assembly and

the Legislative Council for the programs.

(3) The Chief Fiscal Officer of the State may approve, disapprove or

modify the requested transfer.

12 010620010347 .BWGO13
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(4) If the transfer request, when combined with other approved

transfers for the applicable programs, proposes to increase or decrease any

of the applicable appropriations for the fiscal year by more than five

percent (5%) and by more than one hundred thousand dollars ($100,000), the

Chief Fiscal Officer of the State shall submit his recommendation along with

the request to the Legislative Council or Joint Budget Committee for its

review, approval, disapproval or modification. Otherwise, the decision of the

Chief Fiscal Officer of the State on the transfer request shall be reported

to the Legislative Council or Joint Budget Committee in the same month as the

decision is made.

(5) The Legislative Council or the Joint Budget Committee, after

consultation on the merits and justification of the request shall notify the

Chief Fiscal Officer of the State of the decision. In no event shall a

transfer be approved by the Legislative Council that, when combined with

other approved transfers for the applicable programs, would increase or

decrease a performance-based appropriation provided by law by the General

Assembly by more than ten percent (10%).

(6) The Chief Fiscal Officer of the State shall, after receiving the

notification, make the appropriate adjustments on the books of the State.

(7) The amounts listed in the performance-based budget sections in

appropriation acts for funding sources shall be estimates of available

resources to finance the appropriations in the appropriation section of the

state agency"s appropriation act and the state agency may, upon approval of

the Chief Fiscal Officer of the State, revise those funding estimates from

time to time as funds may or may not become available.

(8) Determining the maximum amount of appropriation and general

revenue funding for a state agency each fiscal year is the prerogative of the

General Assembly. This is accomplished by delineating such maximums in the

appropriation act(s) for a state agency and the general revenue allocations

authorized for each fund and fund account by amendment to the Revenue

Stabilization Law. Further, the General Assembly has determined that state

agencies” programs which receive performance-based appropriations may operate

more efficiently if some flexibility is provided under the provisions of this

subsection. Therefore, it is both necessary and appropriate that the General

Assembly maintain oversight by requiring prior approval of the Legislative

Council or Joint Budget Committee as provided by this section. The

13 010620010347 .BWGO13
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requirement of approval by the Legislative Council or Joint Budget Committee

is not a severable part of this section. |If the requirement of approval by

the Legislative Council or Joint Budget Committee is ruled unconstitutional

by a court of competent jurisdiction, subsection (c) of this section is void.

SECTION 5. Arkansas Code 10-3-509 is amended to read as follows:

810-3-509. Meeting during the interim.
(a) The House members of the Joint Budget Committee shall serve as an
interim committee to be known as the House Interim Budget Committee.

(b) The Joint Budget Committee and the House Interim Budget Committee shall

be authorized to meet during the interim to work on budgetary and other such
matters as come before the Joint Budget Committee.

MH)(c) The members of the Joint Budget Committee shall be paid per diem and
mileage reimbursement from moneys appropriated for the payment of per diem
and mileage for members of the General Assembly when attending meetings of

interim committees.

SECTION 6. REPEALER. Arkansas Code 25-1-105 is repealed.
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SECTION 7. EMERGENCY CLAUSE. It is hereby found and determined by the

Eighty-third General Assembly that the current incremental line-item system

of budgeting is ineffective in evaluating agency performance; that to

implement a replacement system in a reasonable time is a difficult task and

that to delay the implementation could cause the inability to meet critical

deadlines. 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 the date of its approval by the Governor.

If the bill is neither approved nor vetoed by the Governor, it shall become

effective on the expiration of the period of time during which the Governor

may veto the bill. 1f the bill is vetoed by the Governor and the veto is

overridden, it shall become effective on the date the last house overrides

the veto.

/s/ Joint Budget Committee
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