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INDEPENDENT AUDITOR’S REPORT

Office of the Lieutenant Governor
Legislative Joint Auditing Committee

Report on the Financial Statements

We have audited the accompanying financial statements of the major fund of the Office of the Lieutenant Governor, an
office of Arkansas state government, as of and for the year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the Office of the Lieutenant Governor’'s departmental financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America,; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’'s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the major fund of the Office of the Lieutenant Governor as of June 30, 2021, the respective changes in
financial position, and the respective budgetary comparison for the general fund and for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

500 WOODLANE STREET, SUITE 172 « LITTLE ROCK, ARKANSAS 72201-1099 « PHONE (501) 683-8600 * FAX: (501) 683-8605
www.arklegaudit.gov



Emphasis of Matter

As indicated above, the financial statements of the Office of the Lieutenant Governor are intended to present the
financial position, the changes in financial position, and budgetary comparisons of only that portion of the major fund
of the State that is attributable to the transactions of the Office of the Lieutenant Governor. They do not purport to, and
do not, present fairly the financial position of the State of Arkansas as of June 30, 2021, the changes in its financial
position, and budgetary comparisons for the year then ended in accordance with accounting principles generally
accepted in the United States of America. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

The Governmental Accounting Standards Board requires that a Management'’s Discussion and Analysis be presented
to supplement government-wide financial statements. However, as discussed in the “Emphasis of Matter” paragraph
above, the financial statements of the Office of the Lieutenant Governor are only for the specific transactions and activity
of the Agency and not for the State as a whole. Therefore, the Management’s Discussion and Analysis is not required
to be presented for the Office of the Lieutenant Governor individually. Our opinion on the departmental financial
statements is not affected by the omission of this information.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
the Office of the Lieutenant Governor’s departmental financial statements. The Schedule of Selected Information and
Other General Information are presented for purposes of additional analysis and are not a required part of the
departmental financial statements.

The Schedule of Selected Information and Other General Information have not been subjected to the auditing
procedures applied in the audit of the departmental financial statements, and accordingly, we do not express an opinion
or provide any assurance on this information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 12, 2022, on our
consideration of the Office of the Lieutenant Governor‘s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the effectiveness of the Office of the
Lieutenant Governor's internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the Office of the Lieutenant
Governor's internal control over financial reporting and compliance.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

Office of the Lieutenant Governor
Legislative Joint Auditing Committee

We have audited, in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General
of the United States, the financial statements of the major fund Office of the Lieutenant Governor (the “Agency”), an
office of Arkansas state government, as of and for the year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the Office of the Lieutenant Governor’s departmental financial statements, and
have issued our report thereon dated October 12, 2022.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Agency’s internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinion on the financial statements but not for the purpose of expressing an opinion
on the effectiveness of the Agency’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the Agency’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will
not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a combination
of deficiencies, in internal control that is less severe than a material weakness yet important enough to merit attention
by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the financial statements. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of honcompliance or other matters that are
required to be reported under Government Auditing Standards.
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance.
This report is an integral part of an audit performed in accordance with Government Auditing Standards in considering
the entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.
However, pursuant to Ark. Code Ann. § 10-4-417, all reports presented to the Legislative Joint Auditing Committee are
matters of public record, and distribution is not limited.

ARKANSAS LEGISLATIVE AUDIT
Tom Bullington, CPA
Deputy Legislative Auditor

Little Rock, Arkansas
October 12, 2022



OFFICE OF THE LIEUTENANT GOVERNOR Exhibit A
BALANCE SHEET — GOVERNMENTAL FUND
JUNE 30, 2021

General Fund

ASSETS

Cash and cash equivalents $ 47,050

Prepaid items 2,491
TOTAL ASSETS $ 49,541

LIABILITIES, AND FUND BALANCE

Liabilities:
Due to other state agencies $ 1,735
Total Liabilities 1,735

Fund balance:
Nonspendable for:

Prepaid items 2,491
Unassigned 45,315
Total Fund Balance 47,806
TOTAL LIABILITIES AND FUND BALANCE $ 49,541

The accompanying notes are an integral part of these financial statements.
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OFFICE OF THE LIEUTENANT GOVERNOR Exhibit B
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —
GOVERNMENTAL FUND
FOR THE YEAR ENDED JUNE 30, 2021

General Fund

EXPENDITURES
Salary and benefits $ 215,304
Communication and transportation of commodities 6,419
Printing and advertising 651
Utilities and rent 2,307
Travel and subsistence 3,749
Insurance and bonds 94
Other expenses and services 2,000
Commodities, materials, and supplies 6,407
TOTAL EXPENDITURES 236,931
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES (236,931)

OTHER FINANCING SOURCES (USES)
Interagency transfers in:

General revenue distribution 200,000
TOTAL OTHER FINANCING SOURCES (USES) 200,000
NET CHANGE IN FUND BALANCE (36,931)

FUND BALANCE - JULY 1 84,737
FUND BALANCE - JUNE 30 $ 47,806

The accompanying notes are an integral part of these financial statements.

-6-



OFFICE OF THE LIEUTENANT GOVERNOR Exhibit C
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL — GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2021

General Fund

Variance With
Final Budget
Budgeted Amount Positive
Original Final Actual (Negative)
EXPENDITURES
Regular salaries $ 205,000 $ 205,000 $ 159,785 $ 45,215
Operating expenses 52,304 52,304 21,627 30,677
Personal services matching 62,395 62,395 55,519 6,876
Conference fees and travel 16,695 16,695 16,695
TOTAL EXPENDITURES 336,394 336,394 236,931 99,463
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (336,394) (336,394) (236,931) 99,463
OTHER FINANCING SOURCES (USES)
Interagency transfers in:
General revenue distribution 336,394 336,394 200,000 (136,394)
TOTAL OTHER FINANCING
SOURCES (USES) 336,394 336,394 200,000 (136,394)
NET CHANGE IN FUND BALANCE (36,931) (36,931)
FUND BALANCE - JULY 1 84,737 84,737 84,737
FUND BALANCE - JUNE 30 $ 84,737 $ 84,737 $ 47,806 $ (36,931)

The accompanying notes are an integral part of these financial statements.
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OFFICE OF THE LIEUTENANT GOVERNOR
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE 1: Summary of Significant Accounting Policies

A.

Reporting Entity/History

Ark. Const. amend. 6 established the Office of Lieutenant Governor and the qualifications and duties
thereof. In case of the impeachment of the Governor or his removal from office, death, or inability to
discharge the powers of the office, these powers shall devolve upon the Lieutenant Governor for the
remainder of the term until the disability ceases. The Lieutenant Governor is the custodian of the Senate
Chamber; all Senate rooms; and the records, machines, furniture, fixtures, and supplies therein.

Basis of Presentation — Fund Accounting

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts recording cash and other financial resources,
together with all related liabilities and residual equities or balances and changes therein, which are
segregated for purposes of carrying on specific activities or attaining certain objectives in accordance with
special regulations, restrictions, or limitations. The following types of funds, if applicable to this Agency,
are recognized in the accompanying financial statements.

Governmental Funds

General Fund — General Fund is the general operating fund and is used to report all financial resources,
except those required to be accounted for in another fund.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized and reported
in the financial statements. Financial statements for governmental funds are presented using the current
financial resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they become both measurable and available. “Available” means collectible within the
current period or soon enough thereafter to pay current liabilities (i.e., 45 days). Expenditures are
generally recognized under the modified accrual basis when the related fund liability is incurred.

Cash and Cash Equivalents

Cash and cash equivalents include demand accounts, imprest accounts, cash on hand, cash in State
Treasury, all certificates of deposit with maturities at purchase of 90 days or less, and all short-term
instruments with maturities at purchase of 90 days or less. All short-term investments are stated at fair
value.

Deposits

Deposits are carried at cost and consist of cash in State Treasury totaling $47,050. State Treasury
Management Law governs the management of funds held in the State Treasury, and the Treasurer of
State is responsible for ensuring these funds are adequately insured and collateralized.

Interfund Balances and Transfers

Interfund receivables and payables arise from interfund transactions and are recorded by all funds
affected in the period in which transactions are executed.

Prepaid Expenses

Prepaid expenses generally represent the cost of consumable supplies on hand or unexpired services at
year-end. The cost of these items is included with expenditures at the time of purchase. Prepaid
expenses, as reported in the general fund financial statements, are also recorded as a nonspendable
component of fund balance indicating that they do not constitute “available, spendable financial
resources.”



OFFICE OF THE LIEUTENANT GOVERNOR
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE 1: Summary of Significant Accounting Policies (Continued)

H.

Fund Equity
Fund Balance

In the financial statements, fund balance is reported in one of five classifications, where applicable, based
on the constraints imposed on the use of the resources.

The nonspendable fund balance includes amounts that cannot be spent because they are either (a) not
in spendable form (e.g., prepaid items, inventories, long-term amount of loans and notes receivables,
etc.) or (b) legally or contractually required to be maintained intact.

The spendable portion of fund balance, where applicable, comprises the remaining four classifications:
restricted, committed, assigned, and unassigned.

Restricted fund balance. This classification reflects constraints imposed on resources either (a) externally
by creditors, grantors, contributors, or laws or regulations of other governments or (b) by law through
constitutional provisions or enabling legislation.

Committed fund balance. These amounts can only be used for specific purposes according to constraints
imposed by legislation of the General Assembly, the government’s highest level of decision-making
authority. Committed amounts cannot be used for any other purpose unless the General Assembly
removes or changes the constraint by the same action that imposed the constraint.

Assigned fund balance. This classification reflects amounts constrained by the State’s “intent” to be used
for specific purposes but are neither restricted nor committed. The General Assembly has the authority
to assign amounts to be used for specific purposes by legislation or approved methods of financing.

Unassigned fund balance. This amount is the residual classification for the general fund.

When more than one spendable classification is available for use, it is the State’s policy to use the
resources in this order: restricted, committed, assigned, and unassigned.

Budgetary Data

The State utilizes an annual budgeting process with budget amounts initially derived from the previous
fiscal year's funded allocation. In accordance with the appropriations and funding provided by the
Legislature, individual state agencies have been charged with the responsibility of administering and
managing their programs as authorized by the Legislature. Agencies are also charged with the
responsibility of preparing an annual operations plan as a part of the budgetary process for the operation
of each of their assigned programs. State law provides for the establishment of a comprehensive financial
management system that includes adequate controls over receipts, expenditures, and balances of
Agency funds. Itis mandated that this system include a modified accrual system, conform with generally
accepted governmental accounting principles, and provide a reporting system whereby actual
expenditures are compared to expenditures projected in the Agency’s annual operation plan.



OFFICE OF THE LIEUTENANT GOVERNOR
SCHEDULE OF SELECTED INFORMATION
FOR THE FIVE-YEAR ENDED JUNE 30, 2021
(UNAUDITED)

General Fund
Total Assets

Total Liabilities
Total Fund Equity
Net Revenues
Total Expenditures

Total Other Financing Sources (Uses)

For the Year Ended June 30,

Schedule 1

2021 2020 2019 2018 2017
$ 49,541 $ 85,496 $ 134,288 $ 174,914 $ 83,260
1,735 759 1,800 3,491 4,537
47,806 84,737 132,488 171,423 78,723
74
236,931 237,754 239,054 247,706 253,728
200,000 190,003 200,119 340,406 245,375
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OFFICE OF THE LIEUTENANT GOVERNOR
OTHER GENERAL INFORMATION
JUNE 30, 2021
(UNAUDITED)

Capital Assets

Capital assets purchased and in the custody of this Agency were recorded as expenditures at the time of
purchase. Assets with costs exceeding $5,000 and an estimated useful life exceeding one year are
reported at historical cost, including ancillary costs (such as professional fees and costs, freight costs,
preparation or setup costs, and installation costs). Infrastructure or public domain fixed assets (such as
roads, bridges, tunnels, curbs and gutters, streets and sidewalks, drainage systems, and lighting systems)
are also capitalized. Gifts or contributions are generally recorded in the accounts at acquisition value at
the time received. Acquisition value is the market value if the Agency would have purchased the item. In
accordance with current accounting principles generally accepted in the United States of America, general
capital assets and depreciation are reported in the State’s “Government-Wide” financial statements but
are not reported in the governmental fund financial statements. Depreciation is reported for proprietary
fund capital assets based on a straight-line method, with no salvage value. Estimated useful lives
generally assigned are as follows:

Assets: Years
Equipment 5-20

Buildings and building improvements 20-50
Infrastructure 10-40
Land improvements 10-100
Intangibles 4-95

Other capital assets 10-15

Capital assets activity for the year ended June 30, 2021, was as follows:

Beginning Ending
Balance Additions Retirements Balance
Governmental activities:
Equipment $ 3,825 $ 3,825
Total governmental
activities $ 3,825 $ 0 $ 0 $ 3,825

Pension Plan

Arkansas Public Employees Retirement System (APERS)

Plan Description — The Agency contributes to APERS, a cost-sharing, multiple-employer defined benefit
pension plan administered by the APERS Board of Trustees. APERS provides retirement and disability
benefits, annual redetermination of benefit adjustments, and survivor benefits to plan members and
beneficiaries. The Constitution of Arkansas, Article 5, vests with the General Assembly the legislative
power to enact and amend benefit provisions of APERS as published in Chapters 2, 3, and 4 of Title 24
of the Arkansas Code Annotated. APERS issues a publicly available financial report that includes
financial statements and required supplementary information. This report may be obtained by writing to
Arkansas Public Employees Retirement System, One Union National Plaza, 124 West Capitol,
Little Rock, Arkansas 72201 or by calling 1-501-682-7855.

Funding Policy — Contributory plan members are required to contribute 5% of their annual covered salary.
The Agency is required to contribute for all covered state employees at the rate of 15.32% of annual
covered payroll. The contribution requirements of plan members are established and may be amended
by the Arkansas General Assembly. The contribution requirements of the Agency are established and
may be amended by the APERS Board of Trustees. The Agency’s contributions to APERS for the years
ended June 30, 2021, 2020, and 2019, were $22,800, $24,512, and $24,512, respectively, equal to the
required contributions for each year.
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OFFICE OF THE LIEUTENANT GOVERNOR
OTHER GENERAL INFORMATION
JUNE 30, 2021
(UNAUDITED)

Postemployment Benefits Other Than Pensions (OPEB)

Arkansas State Employee Health Insurance Plan (Plan)

Plan Description — The Department of Transformation and Shared Services — Employee Benefits Division
(DTSS-EBD) provides medical and prescription drug benefits for eligible state employees and retirees.
Policies for DTSS-EBD related to medical and prescription drug plans are established by the State and
Public School Life and Health Insurance Board (Board) and may include ad hoc benefit changes or annual
cost redeterminations. For the current year, no ad hoc or cost redetermination changes occurred. The
Constitution of Arkansas, Article 5, vests the General Assembly with legislative power to enact and amend
duties of and benefit provisions of the Board and DTSS-EBD, respectively, as published in Subchapter 4,
Chapter 5 of Title 21 of the Arkansas Code Annotated. DTSS-EBD is included in the State of Arkansas’s
Annual Comprehensive Financial Report (ACFR), which includes all applicable financial information,
notes, and required supplementary information. That report may be obtained by writing to Department of
Transformation and Shared Services, 501 Woodlane, Suite 201, Little Rock, Arkansas 72201 or by calling
501-319-6565.

The Agency contributes to the Plan, a single employer defined benefit OPEB plan administered by DTSS-
EBD, on a monthly basis. The Board establishes medical and prescription drug benefits for three classes
of covered individuals: active employees, terminated employees with accumulated benefits, and retires
and beneficiaries. The Plan is established on the basis of a pay-as-you-go financing requirement, and
no assets are accumulated in a trust, as defined by Governmental Accounting Standards Board (GASB)
Statement No. 75. The State’s annual OPEB cost for the Plan is based on an actuarially-determined
calculated amount made in accordance with GASB Statement No. 75.

Funding Policy — Employer contributions to the Plan are established by Ark. Code Ann. § 21-5-414 and
may not exceed $450 per budgeted position. Employees, retirees, and beneficiaries contribute varying
amounts based on the type of coverage and inclusion of family members. Benefits for Medicare-eligible
retirees are coordinated with Medicare Parts A and B, and the Plan is the secondary payer.

Compensated Absences — Employee Leave

Annual leave is earned by all full-time employees. Upon termination, employees are entitled to receive
compensation for their unused accrued annual leave up to 30 days. Liabilities for compensated absences
are determined at the end of the year based on current salary rates.

Sick leave is earned by all full-time employees and may be accrued up to 120 days. Compensation up
to a maximum of $7,500 for unused sick leave is payable to employees upon retirement.

Compensated absences are reported in the State’s “Government-Wide” financial statements but are not
reported as liabilities or expenditures in the governmental funds. However, the compensated absences
payable attributable to this Agency’s employee annual and sick leave as of June 30, 2021 and 2020,
amounted to $5,108 and $10,024, respectively. The net changes to compensated absences payable
during the year ended June 30, 2021, amounted to ($4,916).
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