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Stricken language would be deleted from and underlined language would be added to law asit existed prior
tothe 82nd General Assembly.

State of Arkansas .
82nd General Assembly A Bl I I Act 648 of 1999
Regular Session, 1999 HOUSE BILL 1748

By: Representatives Lancaster, T. Thomas, Trammell, Sheppard, R. Smith, Agee, Bevis, Bookout,
Carson, Cleveland, Creekmore, Eason, Gipson, Gullett, Hickinbotham, Ferguson, Hunt, Judy, Milligan,
Morris, Parks, Scrimshire, W. Walker, Wilkinson

By: Senators Fitch, Hill, Hunter, Kennedy, B. Lewellen, Roebuck, Ross, K. Smith, Webb, B. Walker

For An Act To Be Entitled
"AN ACT PERM TTI NG PUBLI C ENTI TIES TO ACCEPT
PHOTOGRAPHI C COPI ES OR DI G TAL | MAGES OF CANCELED
CHECKS IN LI EU OF THE ORI G NAL DOCUMENTS; AND FOR
OTHER PURPCSES. "

Subtitle
"AN ACT TO PERM T PUBLI C ENTITIES TO
ACCEPT DI G TAL CHECK | MAGES. "

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

SECTION 1. Purpose. The State of Arkansas and its political

subdi vi si ons _have the responsibility to properly account for all financial

transacti ons. In order to help fulfill this responsibility, the State of

Arkansas and other public entities are required to nmintain books and records

of transactions. The State of Arkansas and its political subdivisions

recogni ze that through the use of conputers and el ectronic data, banki ng and

the flow of information are continuing to change. Wth this change, it is

important that the State of Arkansas and its political subdivisions continue

to receive evidentiary information concerning financial transactions. The

purpose of this act is to pernmt public entities to accept phot ographi c copies

or digital imges of financial transactions, and to require financial

institutions to furnish the needed docunentation in a readabl e, nmeani ngful,

per manent f or nat.
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SECTION 2. Public entities defined. As used in this act, public entity

or public entities neans state agencies including all constitutional offices

and agenci es, boards, and conm ssions, state institutions of higher education,

nuni ci palities, counties, school districts, educational cooperatives,

i nprovenent districts, and other public officials or public offices. Public

entities shall maintain records of all transactions with financia

institutions.

SECTION 3. Eligibility to accept public funds. In order for a

financial institution to be eligible to be a depository of public funds, the

financial institution nust furnish the public entity docunentation, as

required herein, of transactions with or through that institution

SECTION 4. Transaction summaries. On a nonthly basis, financia

institutions shall furnish public entities statements sunmari zi ng al

transactions of the public entity. Unless the public entity and the financia

institution have a witten agreenment to receive digital inmges or copies in

conpliance with the provisions of this act, the financial institutions shal

return all original canceled checks to the public entity along with the

transaction sunmary or statenent.

SECTION 5. Approval by the Division of Leqgislative Audit. Any

financial institution desiring to provide public entities i nages of cancel ed

checks on paper or digital nedia as provided in this act shall provide a

sanpl e of inmaged docunents or the digital nmedia to the Division of Legislative

Audit for review. Upon receipt, the Division of Legislative Audit shal

imedi ately review and notify the financial institution whether or not the

i raged docunents or digital nedia are in conpliance with this act.

SECTION 6. Digital inmages or copies of documentation. (a) Agreenent.

After a financial institution has received witten notification fromthe

Division of Legislative Audit that the submtted sanples of its imged

docunents or digital nedia conply with the provisions of this act, and upon

agreenent with the public entity, the financial institution may provide public

entities cancel ed check innges in the nedia type and quality approved by the
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Division of Legislative Audit.

(b) Conplete image. The cancel ed check copies or digital inmges of

financial transactions provided the public entity by the financia

institutions nust be | eqgible and show both the front and back inages of the

cancel ed checks.

(c) Digital images. (1) |If a financial institution provides the

cancel ed check images on digital nmedia, the i nages shall be provided on a

read-only CD-ROM or other agreed upon digital nedia that would provide a

per manent and t anper - proof record.

(2) |If particular software is needed to view or search the digita

i mages, the financial institution shall provide such software to the public

entity, and upon request, to the Division of Leqgislative Audit. Wen using

the appropriate software, the cancel ed check i mages nust be cl ear and

r eadabl e.

(3) Before delivery of the CD-ROM or other digital nedia to the public

entity, the financial institution shall performrandomverification of the

legibility of the contents of the data. The financial institution shal

submt a letter, or other nethod approved by the Division of Legislative

Audit, acknow edgi ng verification of the contents along with the CD- ROM or

other digital nedia to the public entity.

(4) The financial institution may al so provide a duplicate copy of the

check images on digital nmedia, confornming to the specifications provided

herein, to the Division of Leqgislative Audit nponthly.

(d) Paper innges. If a financial institution provides the cancel ed

check i mages on paper, the i mges nust be of such clarity and size so that the

details may be read without the aid of a nagnifying device. The financia

institution nust be able to, and at the request of the Division of Legislative

Audit nust, provide duplicate copies of any checks and statenents delivered to

a public entity with the sane clarity and size as the i maged docunents

previ ously delivered.

(e) Authentication of paper inmnges. (1) If the financial institution

provi des cancel ed check i mages on paper, the financial institution shal

i npl emrent _one of the follow ng procedures to provide verification of the

authenticity of the records retained by the public entity:

(A) A duplicate copy of the check i mages on paper and statenments nmil ed

to the Division of Legislative Audit nponthly;
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(B) The use of an identifying mark unique to the financial institution

on the paper innges of checks sent to the public entity;

(C) The delivery of a duplicate copy of the check innges on digita

nedia, conforning to the digital inmaging specifications set forth in this Act,

to the Division of Leqgislative Audit nonthly; or

(D)  Any other authenticating nethod approved by the Division of

Leqgi sl ative Audit.

(2) The financial institution is authorized to elect which of the

foregoi ng procedures it shall inplement to provide authentication of paper

images relating to the accounts of each public entity. Upon reasonable notice

to the Division of Leqgislative Audit and the public entity, the financia

institution may elect to inplenent one of the other authentication procedures

or elect to provide images on digital nmedia as set forth in this act.

SECTION 7. Request of records by Legislative Audit. (a) Upon request

by the Legislative Auditor, a financial institution shall provide a copy of a

public entity's financial information directly to the Division of Leqgislative

Audit staff without delay or approval fromthe public entity.

(b) The financial institutions may provide the digital transaction

statenents and digital cancel ed check inmages to the Division of Leqgislative

Audit in a nedia format all owed under the provisions of this act for public

entities, or other nedia nutually agreed upon by the financial institution and

the Division of Legislative Audit.

(c) No bank shall be liable for making available to the D vision of

Legi sl ative Audit staff any of the infornmation required under the provisions

of this Act.

(d) Any cost associated with providing this information to the Division

of Legislative Audit shall be borne by the public entity being audited or

i nvesti gat ed.

SECTION 8. Any financial institution providing check images to counties

under the provision of Arkansas Code Annotated 8§ 14-21-108 shall conply with

the provisions of this act within one hundred twenty (120) days fromthe

effective date of this act.

SECTION 9. The provisions of this act do not change, anend, or repea
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any laws or requlations regarding a financial institution's nornal obligations

and responsibilities to maintain custoner financial records.

SECTION 10. Al provisions of this act of a general and permanent
nature are anmendatory to the Arkansas Code of 1987 Annotated and the Arkansas

Code Revi sion Conm ssion shall incorporate the sane in the Code.

SECTION 11. If any provision of this act or the application thereof to
any person or circunmstance is held invalid, such invalidity shall not affect
ot her provisions or applications of the act which can be given effect w thout
the invalid provision or application, and to this end the provisions of this

act are declared to be severable.

SECTION 12. Al laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTI ON 13. EMERGENCY CLAUSE. It is hereby found and detern ned that

the informati on and docunentation required by this act is essential for the

proper functioning of state agencies, boards, comm ssions, institutions of

hi gher education, counties, nunicipalities, school districts, educationa

cooperatives, inprovenent districts, and other public officials and public

offices; that a delay in the effective date of this act could work irreparable

har m upon the proper adm nistration and provi sion of essential governnental

prograns_and operations. Therefore, an energency is hereby declared to exist

and this act being necessary for the i medi ate preservation of the public

peace, health and safety shall be in full force and effect fromand after the

date of its approval by the CGovernor. If the bill is neither approved nor

vetoed by the CGovernor, it shall becone effective on the expiration of the

period of tine during which the Governor may veto the bill. If the bill is

vetoed by the CGovernor and the veto is overridden, it shall becone effective

on the date the | ast house overrides the veto.

APPROVED: 3/ 16/1999
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