Updated Finance and Administration Cabinet Manual of Policies and Procedures

The Finance and Administration Cabinet Manual of Policies and Procedures was approved by LRC on April 15.  These polices are incorporated by reference in 200 KAR 5:021, and should be adhered to like other administrative regulations.  They cover purchasing, accounting and capital construction policies and procedures for the Commonwealth.  

Every policy has revisions ranging from agency name changes to complete new text.  The numbering system has changed from BOs to FAPs - Finance and Administration Policy.  Other updates result from improvements, issues arising from MARS, legislative changes, and requirements to conform to KRS 13A.  

The manual is located at http://www.state.ky.us/agencies/adm/mars/policies.htm.  Several of the FAPs are highlighted below.  Do not rely on the highlights for instructions.
	Small Purchase Authority
	

	111-55-00
	Small Purchase Procedure For Goods and Non-Professional Services

· Policy does not apply to professional service contracts and printing.  

· The number of quotes required has changed to three maximum, depending on the purchase amount. 

· An agency may solicit non-professional services (e.g. janitorial services) in PD and post the requirement to the e-Procurement page for solicitation, if the contract totals between the agency’s small purchase limit and $20,000.  A Master Agreement or Award/Contract must be created by the agency to document the selection and forwarded to the director of the Division of Material and Procurement Services (DMPS) for electronic approval prior to a purchase of services.



	220-10-00
	Small Purchase Procedure for Construction Services

· New policy covers small purchases of construction and construction related good and services.



	111-38-00
	Purchase Request

· For purchases exceeding your agency’s delegated small purchase authority, create a purchase request and forward it to DMPS.  

· The lead-time for normal processing by DMPS is 45 days for a sealed bid and 120 day for a Request for Proposal.  

· Best value criteria must be considered using measurable criteria.  Price cannot be the only criteria.  Examples of acceptable criteria include:

1. Inspection

2. Testing

3. Quality

4. Workmanship

5. Delivery

6. Training

7. Total cost of ownership

8. Warranty

9. Vendor responsibility

10. Inventory

11. Years in business

12. Facilities

13. Personnel

14. Service

15. Life cycle cost

16. Suitability for a particular purpose




	Soliciations
	

	110-10-00
	General Conditions and Instructions for Solicitations and Contracts

· Provides definitions, detailed instructions and requirements for preparing offers, and information about bid submissions.  It will be incorporated by reference in all solicitations.



	220-12-00
	Solicitation Process for Competitive Sealed Bidding 
· A Solicitation document must be posted to the e-procurement website and may be mailed to qualified firms. 

· The solicitation response shall be submitted in accordance with the requirements of the Solicitation. 



	220-14-00
	Solicitations for Architectural or Engineering Services and Procedure for Prequalification
· A Solicitation for architectural or engineering services shall comply with the provisions of KRS 45A.825 and may include the evaluation factors listed in the policy.



	Competitive Bidding
	

	111-08-00
	Competitive Bidding Exceptions: Specified by Law or Regulation

· Approval from the Finance and Administration Cabinet is not required for:

1. Utilities
2. Works of art for museum and public display. KRS 45A.050(2)(a)

3. Services of a visiting speaker, professor, expert witness, or performing artist. KRS 45A.095(1)(f)

4. Rates fixed by law or ordinance. KRS 45A.095(1)(b)

5. Commercial items purchased for resale to the general public through a resale outlet maintained by a state agency. 

6. Subscriptions for the purchase of periodicals in either paper or electronic format. A subscription may include a professional journal, newspaper, or other required publication. KRS 45A.050(2)(b); 200 KAR 5:309(5)

7. Copyrighted material in either paper or electronic format for which only one source of supply is available. 

8. Cooperative purchases made between state agencies, political subdivisions, state universities, or state and federal agencies.



	111-09-00
	Competitive Bidding Exceptions: Standing Determination of Not Practicable or Feasible

· An agency cannot exceed its small purchase authority when purchasing goods and services covered by this policy, unless approved by DMPS.  

· Electronic approval may be scanned, attached, or sticky note

· Request from agency on the agency’s letterhead

· Statement, on letterhead, from vendor explaining by should be the source

· Special authority contract

· Dollar limit for the requirement of Division of Material and Procurement Services prior approval of advertisement and other public media is changed from $10,000 to the agency’s small purchase authority.  

· Dollar limit for Division of Material and Procurement Services prior approval of equipment repair and parts is changed from $10,000 to your agency’s small purchase authority, unless a delegated higher limit is approved.

· Add foreign language interpreters in the policy.  



	111-10-00
	Competitive Bidding Exceptions: Sole Source

· Exempt if there is only one capable supplier.  Brand name is not the same as a sole source

· Requires Division of Material and Procurement Services approval for purchases over $5,000 or an agency’s single quote-small purchase authority, whichever is less.  

· The policy is changed to require electronic, rather than written, justification of purchases.  

· Request from agency

· Letter from vendor stating it is the sole source

· Special authority contract

· Commodities and services exempted by this policy include the following:

1. Instructional materials, equipment, supplies, or services. 
2. Patented equipment.  An electronic statement describing the need in relation to a particular service or equipment that justifies the procurement on a noncompetitive basis is required. 

3. Proprietary equipment and supplies. Items that must be compatible with existing equipment or systems and which are available from one source only.  The Division of Material and Procurement Services shall make the final determination 

4. Equipment lease or rental, excluding passenger vehicles. 
5. Proprietary service and maintenance agreements. 
6. Dues and organizational fees. Individual employee’s dues to local organizations are not authorized under this policy. 

7. Computer software that is copyrighted and available from only one source. See FAP 111-15-00 for other approval requirements.

8. Other commodities, equipment and services available from only one source. All purchases in excess of agency small purchase authority must have DMPS approval prior to purchase.



	220-06-00
	Competitive Bidding Exceptions For Construction And Building Maintenance

· Building maintenance repair, service and materials.  An electronic statement describing the need for a particular procurement that justifies the procurement on a noncompetitive basis shall be sent to the Division of Contracting and Administration for prior approval for all purchases above an agency’s construction small purchase limit.  If the repair costs represent a substantial percentage of the equipment’s market value, an agency shall justify incurring repair expense versus the purchase of new or used equipment. 

· Proprietary materials for construction and building maintenance.  An electronic statement describing the need for a particular procurement that justifies the procurement on a noncompetitive basis shall be sent to the Division of Contracting and Administration for prior approval for all purchases above an agency’s construction small purchase limit.  The Division of Contracting and Administration shall make the final determination as to whether the equipment or supplies are proprietary, if the amount exceeds the agency’s designated single-quote, construction, small purchase limit.

· Proprietary building service and maintenance agreements for preventative, scheduled, and unscheduled maintenance or service agreements with either manufacturer or authorized service agent.  An electronic statement describing the need for a particular procurement that justifies the procurement on a noncompetitive basis shall be sent to the Division of Contracting and Administration for prior approval for all purchases above an agency’s single quote construction small purchase limit.

· Other construction and building maintenance materials and services available from only one source.  An electronic statement describing the need for a particular procurement that justifies the procurement on a noncompetitive basis shall be sent to the Division of Contracting and Administration for prior approval for all purchases above an agency’s construction small purchase



	111-35-00
	Competitive Sealed Bidding

· Any agency with delegated authority or limited special authority, in addition to the Division of Material and Procurement Services, may issue a competitive solicitation.

· Best value criteria must be used in the evaluation.

· Faxed responses are not accepted.



	Competitive Negotiations
	

	111-57-00
	Competitive Negotiations

· Posting an RFP to the e-procurement website satisfies the distribution requirement. 

· Bidder’s response should be in 2 parts:

· Technical

· Cost



	Pre-Audit
	

	120-13-00


	Decentralization of the Pre-Audit Process

· Pre-audit functions are delegated to agencies through the Pre-audit Delegation Agreement signed by each agency.

· Pre-audit consists of edits made in MARS as part of the processing of documents and the conformity of those edits to current policies, laws, and regulations.

· Adhere to the requirements provided in the Pre-Audit Manual.

· Periodic post-audit review of your agencies may be conducted by the Finance and Administration Cabinet to ensure compliance with your pre-audit responsibilities.



	Federal Debarment
	

	111-59-00
	Federal Debarment

· New policy requires that agencies ensure that a vendor is not debarred from doing business with federal agencies prior to awarding a wholly or partially federally funded contact for $100,000 or more. 

· Vendor must notify the issuing agency within 72 hours if debarred during life of contract. 




	Contracts
	

	111-37-00


	Contract Types

· Updated provisions for an Award/Contract document in the.  

· Partial payment must be authorized on the contract

· Services may be paid without a receiving report

· Payments against contracts created in PD, must be made in PD, not via a P1

· Purchase Order should be used to buy from another state agency

· Master agreement (MA) creates a price agreement between one agency and a vendor.

· Catalog master agreement (CMA) creates a price agreement used by two or more agencies with a specific vendor. 

· All-state agency catalog master agreement may be used by all agencies.  

· If the annual expenditure exceeds $20,000, the Division of Material and Procurement Services must issued the contract, except for a personal service contract (PSC), Memorandum of agreement (MOA) or grant.



	111-43-00
	Personal Service Contracts

· Cannot cross biennium

· Agencies must post a RFP on the e-procurement page for 7 or more day.

· After reviewing the proposals, the agency must create a contract in PD.  The policy lists the terms and conditions that must be included.

· The agency will retain the original contacts.  The electronic contract should be forwarded to Darla Hershey.



	111-44-00
	Memorandum of Agreement

· Cannot cross over the biennium, unless wholly funded by federal road fund monies.  

· Created in PD

· Modification may not increase or decrease funds, revise the scope of work, extend the time for performance within the current biennium, unless approved by LRC




	Modifications
	

	111-11-00
	Modification of Solicitations and Contracts

· A modification is used to make a correction or minor change to the solicitation or contract, provided it is not outside the scope and would not require competitive bidding.

· Increase in quantity of less than 10%.

· Price cannot increase, unless specified in the original contract.

· Total cannot exceed an agency’s small purchase limit.  

· Section 5 sets out the process for modifying an award of the contract for non-professional services totaling $20,000 or less.  An agency may create the mod and forward it to the Division of Material and Procurement Services with justification for the change.




	Procurement Card
	

	111-58-00
	Procurement Card Program

· Another payment option for small purchases covered in FAP 111-55-00.  All procurement laws and policies must be followed.

· Card may not be shared or loaned.  

· Cash returns are not permitted.

· The Procurement Card shall not be used for the following transactions:

1. Travel and entertainment related expenses and advances.

2. Alcoholic beverages.

3. Automotive gasoline, except out-of-state purchases of fuel for motor pool vehicles if the state fleet management fuel card is not accepted

4. Cash advances.

5. Salaries and wages.

6. Legal services.

7. Lease purchases.

8. Insurance premiums and bonds.

9. Services covered by Personal Service Contract statutes and regulations.

10. Printing services.



	Procurements
	

	111-12-00
	Printing and Photocopying Procurement

· Pursuant to KRS 57.091, all work covered by the provisions of KRS 57.011 shall be performed under contract, awarded to the lowest responsible bidder whose bid offers the best value, and approved by the Governor.  




	111-13-00
	Copier Procurement and Disposal

· Copier rentals and purchases must be processed in MARS using an established catalog master agreement.  



	111-15-00
	Computer Hardware, Software, and Related Services Procurement

· GOT approval is required for a procurement of $50,000 per item or $200,000 per order. 



	111-26-00
	Tax Exemption For Purchases

· State agencies should not pay sales tax when making purchases.  KRS 139.470(7)

· Contractors may not use this exemption.  A contractor has to pay sales tax for purchases when fulfilling a contract with the Commonwealth.



	111-39-00
	Emergency Purchases

· Approval of the Finance and Administration Cabinet is required only if an agency exceeds its small purchase authority.  If the purchase does exceed it, KRS 45A.095 applies.



	220-11-00
	Emergency Purchases: Construction Projects
· For emergencies relating to construction, a state agency may negotiate directly for the purchase of contractual services, supplies, and materials, regardless of the estimated cost.

· If time and conditions permit, the agency shall contact the Division of Contracting and Administration, Department for Facilities Management for guidance and assistance.

· The head of the agency shall provide documentation to the secretary of the Finance and Administration Cabinet that explains the emergency purchase and is approved or signed by the secretary of the cabinet involved or his designee. The president of a university or his designee shall provide the required documentation for a university’s emergency purchases.  The secretary of the Finance and Administration Cabinet or his designee shall approve the purchase before payment authorization.



	Surplus Property
	

	118-13-00
	Surplus State-owned Personal Property: Declaration and Disposal

· Agency granted delegated authority to dispose of state-owned surplus personal property may use the following methods:


a.
Intra-agency or inter-agency transfer.


b.
Use of the property as a trade of a similar item.


c.
Transfer to a unit of local government within the Commonwealth at a price determined by the agency.


d.
Transfer, at a price determined by mutual consent and in the Commonwealth’s best interest, to a nonprofit organization that is exempt from taxation under Section 501(c)(3) excluding a religious organization, or a nonprofit organization eligible to receive surplus federal property pursuant to 41 C.F.R. 101-44.207(c) 

e. Sale to the general public using either the sealed bid or auction, including consignment auction and internet auction methods of sale.

f. Disposal in accordance with applicable state and federal waste management laws and regulations if property is not suitable for transfer, trade, or sale.


g.
Delivery to a Finance and Administration Cabinet, Division of Surplus Property warehouse for actual disposal, if property is suitable for transfer or sale and only after calling to schedule delivery. Requires a completed State-Owned Personal Property Declared Surplus Form, B-217-2, listing each item being delivered.

· The director of the Division of Surplus Property may approve other methods of disposal, on a case-by-case basis.

· Surplus property should be deleted from your agency’s fixed assets list



	118-14-00
	Surplus State-owned Personal Property: Eligibility and Receipt

· Proof of eligibility may include a Donee Authorization Card issued by the Division of Surplus Property, an IRS letter granting or recognizing tax-exempt status, a local unit of government purchase order, or a request on official local government letterhead.



	118-15-00
	Surplus Federal Property: Acquisition and Distribution

· The Finance and Administration Cabinet, Division of Surplus Property shall acquire and distribute federal surplus property received by the Commonwealth to eligible donee organizations.



	Delivery and Receiving
	

	111-41-00
	Delivery and Receiving

· All deliveries must be made to the specified destination 

· Freight should be considered.  F.O.B. Destination is the preferred term, followed by F.O.B. Destination, Freight Prepaid.  

· When a commodity is received, complete a receiving report in the PD, if possible.  



	Payment 
	

	111-45-00
	Payment Documents

· When funds are encumbered, an agency must liquidate the encumbrance when a payment is made, and that all payments referencing contracts and awards shall be made in Procurement Desktop.  



	111-56-00
	Imprest Cash Funds

· Imprest cash funds should only be used when it is impractical or impossible to make a payment through MARS or with a Procurement Card. 




	Record Retention
	

	111-28-00
	Retention of Procurement Documents

· Retain backup copies and adequate documentation

· Retain all legal documents with original signatures

· Retain:



(1)
Copy of each Purchase Request.



(2)
Copy of each Solicitation or Request For Quotation.



(3)
Copy of each solicitation response, best value calculation, tabulation and award justification.



(4)
Copy of each contract document. 



(5)
Copy of each Catalog Delivery Order or Delivery Order issued.



(6)
Copy of each Receiving Report.



(7)
Record of payment.



(8)
Complete records of Imprest Cash Funds, Petty Cash Funds, and Procurement Card purchases.



(9)
Copy of each report and any correspondence related to any transaction, including Vendor Tracking complaints on vendor performance.



	120-21-00
	Retention of Accounting Documents

· Agencies using MARS must maintain all original documents in a central location at the agency locale.

· Agencies shall maintain a system of tracking that allows auditing the original source document back to the electronic system.

· Records must be maintained for eight years beyond the close of the fiscal year.

· Capital projects records are kept indefinitely.  




	Reimbursements
	

	120-16-00


	Automobile Liability Insurance Reimbursement

· State employees are covered up to $350,000 when driving state-owned vehicles that are covered by the state’s auto liability insurance. No additional personal insurance coverage will be reimbursed for employees driving covered vehicles.

· Reimbursement may be made for the cost of extended non-owned coverage for state employees driving vehicles not covered by the state’s liability insurance.  The entire cost of the individually purchased auto liability insurance policy is not reimbursable – only the extended non-owned coverage.



	120-19-00
	Internal Revenue Service Form 1099 Reporting

· The Vendor File stores all tax ID and 1099 reporting status; this information is required when adding a vendor to the file. 



	Fixed Assets
	

	120-20-01
	Personal Property and Vehicle Inventories

· Fixed assets must have original cost of $500 or more and a useful life of greater than one year must be recorded.

· Agency property officers shall affix a property ID tag to all non-expendable property.

· As of June 30 each year, your agency’s property officer will certify your agency’s compliance with, and accuracy of, the fixed assets of record.

· Refer to the fixed assets manual posted at http://www.state.ky.us/agencies/adm/mars/FixedAsstProcedures.doc


	Electronic Signature
	

	120-22-00
	Electronic Records and Signatures

· Agency head shall serve as or appoint a security officer who must designate electronic signatures and report them to the Finance and Administration Cabinet. 

· The security officer shall be responsible for control and maintenance of assigned signature authorities in the agency.




Additions

Division of Material and Procurement Services

FAP 111-59-00
      Federal Debarment

Division of Statewide Accounting Services

FAP 120-21-00 
      Retention of Accounting Documents

FAP 120-22-00
      Electronic Records and Signatures

Department for Facilities Management

FAP 220-05-00
General Conditions for Construction and Construction Related Competitive Sealed Bidding 

FAP 220-06-00
Competitive Bidding Exceptions for Construction and Building Maintenance 

FAP 220-17-00
Competitive Negotiations

Deletions

Division of Materials and Procurement Services

BO-110-11-00
      Solicitation Instructions and Conditions
See FAP 110-10-00

BO-111-23-00
Facsimile (FAX) Equipment, Use of

See FAP 110-10-00, FAP 111-35-00, 

and FAP 111-55-00

BO-111-46-00
      Freight




See FAP 111-41-00

BO-112-10-00
Buying from Central Stores

BO-114-10-00
Receiving and Inspection at the Agency
See FAP 111-41-00

Division of Statewide Accounting Services

BO-120-10-00
Imprest or Petty Cash Authorities

See FAP 111-56-00

BO-120-11-00
Imprest or Petty Cash Reconciliation

See FAP 111-56-00

BO-120-12-00
Signature Cards



See FAP 120-22-00

BO-120-15-00
Reimbursement, Moving Expense

See 200 KAR 2:006

BO-120-17-02
Room and Meals, Contract for

See 200 KAR 2:006

BO-120-18-00
Notice of Claim/Levy, Policy for Federal/State

BO-120-20-02
Identification of Personal Property

See FAP 120-20-01

BO-120-20-03
Inventory Control of Expendable Personal Property
See FAP 120-20-01

Department for Facilities Management

BO-210-10-00
Establishment of Force Account Projects
See FAP 220-09-00

BO-210-11-00
Agency Force Account Projects

See FAP 220-09-00
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