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SUBJECT: DECENTRALIZATION OF THE PRE-AUDIT FUNCTION

If feasible, an agency shall assume pre-audit authority pursuant to KRS 45.121.  Add details about who is to determine whether or not it is feasible and how will the determination be made.
Pre-Audit shall consist [consists] of [an independent, outside] verification of the validity of claims.  Verification shall include an edit applied to a document by the computerized system, as well as review of account and transaction codes applied and review of conformance with applicable rules, regulations, or legal requirements.  [While some differences exist among the various payment documents, items verified include, but are not limited, mathematical accuracy, authorized signatures, price contract amounts, encumbrances, expenditure or receipt account numbers, and conformance with any applicable rules, regulations, or legal requirements.  Allotment balances are checked for availability of funds during computer processing.

For those agencies that are willing to assume the pre-audit authority, there will be these restrictions]
For an agency that assumes the pre-audit authority:

(1)
A Pre-Audit Delegation Agreement shall be executed between [signed statement from] the responsible official of the agency and the Secretary of the Finance and Administration Cabinet.  [officials of their willingness to assume this authority.]  This Agreement shall incorporate by reference agency signature authorizations.  

(2)
Periodic post-audit review shall [checks will] be made by the Finance and Administration Cabinet to ensure the effective functioning of the pre-audit process [integrity of the documents].  The audit may [This will] be performed randomly without any notice to the agency.  [If a significant number of mistakes are found, the pre-audit authority will be returned to the Finance and Administration Cabinet.]
(3)
The agency shall adhere to the Finance and Administration Cabinet Policies and Procedures for Document Retention, Prompt Payment of Vendors and Open Records Requests.

[Those agencies or cabinets that are interested in assuming this responsibility should write the Secretary of the Finance and Administration Cabinet and request the delegation of authority.]

The Finance and Administration Cabinet shall determine the capability of an [the requesting] agency to assume [responsibility for] the pre-audit function and assess the agency’s ability to retain said function [functions].

(KRS 45.121)

Note that the sample has been deleted.  It’s not necessary if SAS will write a specific agreement for each agency.
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