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APRIL 15, 2003 MARS USER GROUP MEETING NOTES


Opening Remarks – Alex Whitenack

Alex Whitenack began the meeting by welcoming the group. He presented the agenda on an overhead projector and introduced the presenters.

HB269 Fiscal Policies

In-State & Out-of-State Travel


Edgar C. Ross

FY2004 Expenditures/Encumbrances

State Controller

Mr. Ross began discussion relating to the overall measures of House Bill 269 to reduce expenditures.  The areas he broadly discussed were travel expenditures, agency printing requests and energy savings.  He reiterated that all agency printing requests must continue to be reviewed by the Finance and Administration Cabinet’s Division of Printing; and that the Finance and Administration Cabinet is to strengthen the energy savings program to achieve a government wide savings goal of 10% for energy costs.  

In the area of travel expenditures, Mr. Ross mentioned a target of reducing in-state travel expenditures by 10% and out-of-state travel expenditures by 25%.  The base period of measurement utilized for target expenditures is 12/1/02 through 11/30/03. The Finance and Administration Cabinet has produced reports to assist agencies with monitoring their performance toward this target.  These reports have been sent to Cabinet Secretaries, Office Heads and General Government agencies and are available in Seagate to assist agencies with travel expenditure reviews.

He also reminded agencies that all approval of out-of-state travel should continue to be routed through the Office of the Controller.

Mr. Ross also stated that in accordance with House Bill 269 that for the first six months of FY04 expenditures and encumbrances cannot exceed more than 55% of the agency’s total appropriations. The Finance and Administration Cabinet will monitor this requirement and contact agencies if necessary.

State Vehicle Reduction
            
     
Glenn B. Mitchell

FY2004 PSC Encumbrance Maximum

Deputy Secretary

Deputy Secretary Mitchell began his discussion relating to the requirement of reducing the number of state vehicles outside of the state motor pool (i.e., agency specific vehicles) by 500 vehicles as directed by HB269.  He mentioned that in compliance with the Executive Order, the Transportation Cabinet had previously achieved a targeted reduction of 500 vehicles.   The Transportation Cabinet is currently updating its inventory of state vehicles assigned to agencies. Upon completion of this update, it is anticipated that each agency will be notified of the vehicles that must be turned in or otherwise disposed of to comply with HB269.  

He further stated that HB269 restricts permanently assigned vehicles to Cabinet Secretaries, law enforcement and other public safety purposes.  The Finance and Administration Cabinet is currently developing uniform guidelines to address the assignment of State-owned vehicles to agencies.

Deputy Secretary Mitchell also discussed the encumbrance maximum imposed on Personal Service Contracts for the FY2004.  HB269 requires that the total amount of funds encumbered for personal service contracts (PSCs) and memorandums of agreements (MOAs) during FY2004 shall not exceed the total expenditures for PSCs and MOAs in FY2002, less $100 million.  The Finance and Administration Cabinet is currently in the process of establishing the expenditure level in FY2002 and has solicited from agencies their specific needs in FY2004. 

The Deputy Secretary also encouraged agencies to utilize a more conservative approach in establishing encumbrances; he advised that the Finance and Administration Cabinet would be monitoring requested encumbrance totals. 

Further, Deputy Secretary Mitchell pointed out that universities are included in these totals; in fact, he stated that all funds, even federal funds, are included.  Since MARS does not encompass universities, the Finance and Administration is working on a mechanism to include those funds in the totals.

Energy Savings





Ellen Nolan









Facilities Management

Ellen Nolan advised the group that the Finance and Administration Cabinet has been working with Division of Energy and representatives from the larger agencies to develop plans to reduce energy expenditures.  The plans have now been submitted and implementation is the next step. She has been developing a report to compare 2002 and 2003 monthly energy expenditures; once it is completed, information will be provided to agency Energy Coordinators.

Leased Space





Brien Hoover









Facilities Management

Brien Hoover addressed the group and stated that the moratorium on new, improved or expanded space imposed by the Executive Order was continued in HB269.  The only difference was that the Executive Order’s provision for exceptions for reasons of public health and safety or other extenuating circumstances was removed.  HB269, in effect, brought the leasing of any additional space to a standstill, unless a lower cost can be demonstrated. If agencies experience a situation posing a risk to public health or safety in a leased space, they may contact the Division of Real Properties within the Finance and Administration Cabinet.  
Several topics addressed:



Donald R. Speer









Commissioner









Department for Administration

Printing
Commissioner Speer began his discussion by mentioning that Printing requests should continue to be forwarded to Donna Hall, Director of the Division of Printing in the Finance and Administration Cabinet for review.

PSCs—FY2003
Regarding Personal Service Contracts, the moratorium, on the execution of new personal service contracts and amended personal service contracts where an increase in funding is required, continues for the remainder of FY2003.  Commissioner Speer emphasized that with this moratorium a written justification request should come from each agency’s Cabinet Secretary to the Finance and Administration Cabinet. 

PSCs—Open Competition
Commissioner Speer stated that HB269 provides that “The Secretary of the Finance and Administration Cabinet shall require open competition for all personal service contracts”.  He reminded agencies that if they were interested in procuring a professional service that they should issue a Request for Proposal (i.e., a Solicitation in Procurement Desktop) and post the RFP on the Commonwealth’s web site for a minimum of 7 days to comply with this open competition requirement.

Commissioner Speer also mentioned that in a memorandum dated December 16, 2002, Mr. Denis Fleming, General Counsel for the Office of the Governor advised that other factors besides price (i.e., experience, expertise, etc.) can be used as part of the evaluative criteria for awarding contracts for professional services, such as for attorneys, architects and engineers.  However, he reminded agencies to document how the contract price was determined.

He further stated that agencies may still request PSCs for review in the event of an emergency; but approval for these will be based upon a very narrow purpose.

Also, Commissioner Speer mentioned that sole source contracts will be very narrowly focused, and that agencies should try to meet the requirements for bidding a contract.

PSC—Amendments
Commissioner Speer addressed PSC Amendments and stated that those PSCs that are overly large will be reviewed and that agencies will need to submit justification for increases.  He advised agencies that the Finance and Administration Cabinet would be closely monitoring contract amendments.

PSC—Agency staff capabilities 

Commissioner Speer reminded agencies to have their staff properly complete the Proof of Necessity (PON) Tab by selecting the radio button that ascertains whether the “work could be completed by agency personnel”; and by providing a full “Justification for Outside Service Provider” explaining why the agency cannot provide the service.

PSC—18A Employees
Commissioner Speer discussed HB269 requirement that nonmerit state employees shall not be approved for any PSC or Memorandum of Agreement (MOA).  He stated that when agencies enter into a PSC or MOA with an individual that they should utilize the “Description of Work Performed” field on the PON tab of the contract in PD to indicate that the individual was not formerly employed in a nonmerit position.

PSC—Effectiveness
Commissioner Speer stated that the Finance and Administration Cabinet would develop a process to evaluate the effectiveness of each contract.  Finance and Administration staff is working to build a web application for each agency to evaluate the performance of each contract.  When this web site is available, agencies will be provided instructions regarding its use. 

Several Topics Addressed:



Mike Burnside, Director










Division of 

Material and Procurement Services

Discretionary Expenditures
Mike Burnside addressed the group regarding discretionary expenditures.  He stated that all agencies must review these expenditures and implement cost savings actions.  

Equipment and Furniture Purchases
Mike Burnside stated that if furniture and equipment replacement is due to damage or loss, then agencies may purchase those items under the normal procurement process, if the item is within the agency’s small purchase authority and/or is on an existing price contract.  (However, damaged or lost does NOT mean that the item is old or obsolete.)   Each agency should maintain documentation to support equipment and furniture purchases which replace damaged or lost items. 

For purchases of any items that are not due to damage or loss, PD purchase requests (PR) should be approved by Cabinet Secretaries and forwarded to the Finance and Administration Cabinet regardless of the fund source or value.  Agencies should attach an MS Word document to the PR that contains the following information:

1) Documentation that the item being purchased is not a replacement for damaged or lost items.

2) Documentation regarding the necessity of the purchase.

3) Documentation on the impact on government services if the purchase is not made.

4) An estimate of the purchase amount and the source of funds that will be used to pay for the item.

If the item is approved, the Finance and Administration Cabinet will order/bid the items and have the items delivered to the address specified on the PR.

For purchases of equipment and furniture to replace damaged or lost items that are not on existing price contracts and that exceed an agency’s small purchase authority, purchase requests should be submitted to the Finance and Administration Cabinet using the guidelines listed above.  However, the MS Word document, that is attached to the PR, should include a statement that the items are replacing damaged or lost equipment, and that documentation to support that decision is on file at the agency.

A question was raised regarding the necessary approvals for Equipment and Furniture purchases which are a part of a Capital Project.  In response, agencies must still send requests for Equipment and Furniture purchases that have been budgeted for and included in a Capital Project through their Agency’s Secretary to the Finance and Administration Cabinet.  For this specific purpose, agencies may send a ‘blanket’ request to the Finance and Administration Cabinet for those items included in the Capital Project. This request should include: 1) a summary of the equipment and furniture types and amounts, 2) a statement that the equipment and furniture is a part of the project and budgeted as such, and 3) a statement that the purchase will not require additional funds for the project. 

Sole Source Contracts
Mike Burnside advised the group that HB269 requires that the Finance and Administration Cabinet reduce the number of sole source contracts and that measures will be taken to comply with this requirement. 

Payment Application Information on PD Invoices - Mike Burnside
Mike Burnside discussed how agencies can enter payment information on PD invoices (in the Vendor Invoice Number field on the Funding Tab and the “Line Number” Description field on the Detail Tab) that will assist vendors in properly applying the payment.  Often vendors prefer agencies to use the vendor’s invoice number so that the payment can be identified.  However, some vendors, such as Clem’s Foods, prefer that agencies enter their Facility Name or the vendor’s Customer Code Number. 
Mike Burnside recommended that each agency ascertain from their vendors what information is needed to better assist vendors in applying payments. 
2003 Closing Memo/Package – Mike Burnside 

                                                     Stuart Weatherford

Mike Burnside reviewed the Closing Memo deadlines for submitting documents to DMPS and for applying final document approvals in Procurement Desktop.  He noted the following dates:

· Final approval for FY03 for  PRs for Equipment and Furniture Replacement Purchases < $20,000 and not on price contract – 6/13/03 

· Final approval for FY03 for PRs for all purchases (except  Equipment and Furniture) < $20,000 – 5/30/03

· Final approval for PRs >= $20,000 – 3/31/03 (Users were advised that if there were items needing approval after 3/31/03 that DMPS would earnestly attempt to approve these documents that were submitted through the end of April.)

Stuart Weatherford discussed those deadlines impacting MARS accounting documents.  He specifically mentioned that encumbrances would roll on July 5.  After that time agencies would make payments from new year funds; however, during the time between July 5 and July 17, JVMs may be processed to correct funding.  (After July 11, JVMs require an override by the Division of Statewide Accounting Services.)  

He mentioned that the Closing Memo had been recently posted and was available for users.

Cingular Reports News – Stuart Weatherford
Stuart Weatherford informed the group that a new Cingular report (0115_Cingular Detailed Credits) is available to users.  This report has been added to agencies Statewide Monthly folder in Seagate.  It shows individual credits due an agency and also includes the total credits for the billing cycle.

The meeting concluded with an open discussion.

