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Procurement and Payment Handbook

Goal/Deliverable:

This website was developed to provide Department of Accounting and General Services' employees
with a central website (on the DAGS website, for DAGS' employees use only) that will contain the
instructions/procedures to guide them in procuring and paying approximately 80% of their
transactions.

Background:

With the implementation of the pCard, HePS, and the delegation of authority in selective areas of
procurement, employees who have not been involved with procurement and payment of goods and
services are thrown into these areas with no readily available and understandable reference

guide. The result is exceptions and non-compliance to the existing procedures, policies, and statutes
requiring extra work and frustration for all involved. In some instances, delayed payment also
results.

Deliverable Description:

The topics were developed to assist departmental personnel based on input from selected
departmental users via a survey. To make a selection, click on the following six topics
highlighted in blue below:

m Basic Procurement Guidelines — Summary of Small Purchase Requirements with website
links to the State Procurement Office's webpage (Website updated September 14, 2010)

m Basic Payment Guidelines — Explanation of the State of Hawaii and the DAGS-
Administrative Services Office payment processing requirements

m Procurement and Payment Requirements for Specific Object Codes Excluding Travel —
DAGS' procurement and payment instructions for various object code expenditures

m Purchasing Card (pCard) Rules and Procedures — Explanation of the State of Hawaii and the
DAGS-Administrative Services Office pCard procedures

m Hawaii Electronic Procurement System (HePS) Rules and Procedures — Explanation of the
State of Hawaii and the DAGS—Administrative Services Office HePS procedures

m Encumbrance Policies and Procedures — Explanation of the State of Hawaii and the DAGS—
Administrative Services Office encumbrance policies and procedures (Website updated
September 14, 2010)

Disclaimer:

Should information contained in this handbook/website differ from the Department of Budget and
Finance, Department of Human Resources Development, Department of Attorney General and
other authoritative programs such as the Accounting Division, State Procurement Office, Audit
Division, Information and Communication Services Division, etc., their current rules and
procedures will prevail over this handbook/website. Because by statutes the authoritative programs
are assigned distinct responsibilities, they will make the final decision on all matters related to
procurement and payment processing. Additionally, these are guidelines only and your procedures
may be more stringent from the requirements contained in the handbook/website.

Important Information:

http://dagsnet.higov.net/fiscal/pph/index.html 8/29/2011
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Because this website will be updated on an annual basis during the months of September or
October, please refer to the following publications/websites to determine if there are any changes to
the procedures during the year:

m Governor's Budget Execution Policies and Procedures at website
link: http://hawaii.gov/budget/memos/executive.htm
m Comptroller's Memorandums at website link: http://hawaii.gov/dags/cm
m Procurement Circulars at website
link: http://www4.hawaii.gov/spo/procapps/procurement_circulars.cfm?&ShowAll=Yes
m DAGS' internal memorandums from the Comptroller, Administrative Services Office,
Accounting Division, State Procurement Office, Personnel Office, etc.

On August 26, 2008, an amended Governor's Budget Execution Policies and Procedures (Executive
Memorandum 08-05) was issued with the following changes:

1. The dollar limits for staffing by contract have been reduced to less than $10,000 from less
than $50,000 (item number 16d.) Governor's approval is now required for staffing by
contract costing $10,000 or more.

2. All out-of-state travel requires the Governor's approval through the Comptroller (item
number 17.) This was previously delegated to the Comptroller as the department head.

3. All budgeted and unbudgeted single purchase orders of equipment totaling over $10,000
require the Governor's approval (item number 21f.) Previously, only unbudgeted single
purchase orders of equipment totaling over $50,000 required the Governor's approval.

4. All budgeted and unbudgeted motor vehicle purchases require the Governor's approval (item
number 21g.). Previously, only unbudgeted single purchase orders of motor vehicles totaling
over $50,000 required the Governor's approval.

http://dagsnet.higov.net/fiscal/pph/index.html 8/29/2011






BASIC PROCUREMENT REQUIREMENTS

SMALL PURCHASES (SECTION 103D-305, HRS and HAR Chapter 3-122, Subchapter 8) FOR THE EXECUTIVE BRANCH
PURSUANT TO PROCUREMENT CIRCULAR NO. 2009-15, EFFECTIVE JULY 1, 2009, TO BE REPEALED ON JULY 1, 2012

. Summary Table (A Detailed Explanation is Included in Section II)

Note: HRS Chapter 103D Does Not Apply to Payments to Governmental Entities

(A)

Under $100,000 for Goods or
Services and Under $250,000
for Construction Except for:

e Procurements Available
On the Price/Vendor

Lists

e Qualify for Emergency
Procurement

e Sole Source

e Exemptions from
Section 103D-102, HRS
or Section 3-120-4,

(B)

Three Quotes
Highly
Recommended
(Form SPO-10
and10A
Optional), Award
to Lowest
Responsive,
Responsible
Offer or If Not
Practical, Best
Value When Not
Able to Award to

(©)

Obtain Minimum 3
Quotes (Phone, Fax,
E-Mail, Etc.),
Complete Form SPO-
10, Award to Lowest
Responsive,
Responsible Offer or If
Not Practical, Best
Value 5/. Document
Quotes on Form SPO-
10, Part B. If Best
Value When Not Able
to Award to Lowest

(D)

Solicit Via the Hawaii
Electronic Procurement
System (HePS),
Documentation Required
— HePS PO Summary
Report, Award to Lowest
Responsive, Responsible
Offer or If Not Practical,
Best Value. When Not
Able to Award to Lowest
Price 5/, Document on
HePS Award Summary
Report. Form SPO-10

(B)
Procurement
Circular 2010-01,

(F)
Section 103D-310 (c),
HRS & Section 3-122-

Dated June 15, 2010

Posting to the
Procurement
Reporting System

Also Required for
Awards $2,500 or
More for
Emergency, Sole
Source, and Exempt
Procurements.

112, HAR
Documentation
Requirements — 1)
DOTAX Form A-6, DLIR
Form LIR#27, and
DCCA Certificate or 2)
Certificate of Vendor
Compliance Through
Hawaii Compliance
Express (HCE). See
Table Below for Further

HAR, Exhibit A . . . .
Lowest Price 5/ | Price 5/, Document on Not Required to be S [ellaw o Explanation
Form SPO-10, Part D Completed Further Explanation
1. Goods or Services
Construction X
Under $5,000 1/ N/A
2. Goods or Services
Construction X
$5,000 to under $15,000 2/ N/A
3. Goods or Services X X

$15,000 to under $100,000 3/
Construction
$15,000 to under $250,000 4/

Note: Performance bond
required for construction
contracts over $50,000

(a copy of the HePS PO
Summary Report is required
for the encumbrance and for

all payments (first, partial,
final)-DAGS Pre-Audit’s
requirement)

Pursuant to Procurement
Circular No. 2006-07,
Amend. 1

(obtain compliance
documents prior to award and
also required for first
payment-DAGS Pre-Audit's
reguirement)

Note: Instead of using the small purchase procurement method, other procurement methods such as competitive sealed bids (HRS 8103D-302) or competitive
sealed proposals (HRS §103D-303) may be used as appropriate for amounts less than $100,000 for goods or services and less than $250,000 for construction.

1






Column (A) in Above Table — Procurement Transaction Amounts

Definition of “parceling” pursuant to Section 3-131-1, HAR, “Means the artificial division or intentional division of a purchase of same, like, or related items
of goods, services, or construction into several purchases of smaller quantities, in order to evade the statutory competitive requirements.”

Based on the definition of “parceling”, it is important to point out that same, like, or related purchases should be combined over a 12 month period
to determine the dollar thresholds, i.e., less than $5,000, $5,000 to less than $15,000, $15,000 to less than $100,000 for goods or services, and
$15,000 to less than $250,000 for construction. This applicability is pursuant to Sections 3-122-74, 3-122-75, and 3-122-78, HAR. A purchasing
agency shall, where possible, make appropriate consolidations to obtain competition because same, like, or related items procured as small
purchases during a 12 month period that is $100,000 or more for goods or services and $250,000 or more for construction may be considered
“parceling”. The following shall be considered when determining adequate and reasonable competition:

1. The higher the price of a group of procurements, the more likely they should be consolidated.

2. The more similar the good, service, or construction, or the more likely it is to purchase a group of goods, services, or construction from one

type of vendor, the more likely it should be consolidated.
3. The more foreseeable the procurement of similar goods, services, and construction is, the more likely it should be consolidated.

1/ Less than $5,000 for same, like, or related goods, services, or construction in total during any 12 consecutive month period.

2/ Less than $15,000 for same, like, or related goods, services, or construction in total during any 12 consecutive month period.

3/ Less than $100,000 for same, like, or related goods or services in total during any 12 consecutive month period.

4/ Less than $250,000 for same, like, or related construction purchases in total during any 12 consecutive month period.

5/ “Best Value” — as defined in Section 3-122-1, HAR, means the most advantageous offer determined by evaluating and comparing all relevant
criteria in addition to price so that the offer meeting the overall combination that best serves the State is selected. These criteria may include, in
addition to others, the total cost of ownership, performance history of the vendor, quality of goods, services, or construction, delivery and proposed
technical performance. Written determination for the selection shall be placed in the procurement file. Must also document on Form SPO-10, Part

D for $5,000 to less than $15,000 purchases.

Professional Services under $50,000 except for design professional services (Chapter 464, HRS) may use either the Small Purchase method
(Section 103D-305) or the Professional Services method (Section 103D-304, HRS)





Column (E) in Above Table — Posting to the Procurement Reporting System

Posting to the Procurement Reporting System
Pursuant to Procurement Circular 2010-01 dated June 15, 2010

Required for the following procurement transactions — shall be posted within 7 calendar days of award date:
e All awards as a result of a Competitive Sealed Bid (IFB), Section 103D-302, HRS
o All awards as a result of a Competitive Sealed Proposal (RFP), Section 103D-303, HRS
¢ All awards as a result of Professional Services, Section 103D-304, HRS (shall be posted on Professional Services Awards posting webpage)
e Small Purchases $15,000 or more

$2,500 or More

e Sole Source Awards, pursuant to Section 103D-306, HRS, Chapter 3-122, Exhibit B, HAR, and Chief Procurement Office approved SPO
Form -1

e Emergency Procurements, pursuant to Section 103D-307, HRS

o Exempt Awards pursuant to Section 103D-102, HRS, Chapter 3-120, Exhibit A, HAR, and Chief Procurement Office approved SPO Form -7

Contract Amendments or Supplemental Agreements, Extensions, and Change Orders — shall be posted within 7 calendar days of award
date:

e Whenever change affects contract term or the original award amount
Final contract amount shall be posted within 60 calendar days after the contract end date for the applicable items above

Note: Not Applicable to
e Price/Vendor List Purchases
State obligations such as fees, settlements, subsidies, refunds, etc.
Dues and fees of organizations in which the State or its officers/employees are members
Utilities whose prices are regulated
Refer to the Procurement Reporting System Manual for a complete listing





Column (F) in Above Table — Compliance Documents

Compliance Documents for State Executive Branches (Excluding DOE, UH, HHSC, OHA)

Section 103D-310(c), HRS and Section 3-122-112, HAR Documentation Requirements — 1) DOTAX Form A-6, DLIR Form LIR#27, and DCCA
Certificate or 2) Certificate of Vendor Compliance Through Hawaii Compliance Express

X = Required Not Applicable to Price/Vendor List Purchases

Procurement Transaction

Upon Award (To Encumber PO
& Contract, HePS, etc.) and for
First Payment for Non-
Contracts
(Current Within 6 Months of
Issuance Date)

Final Payment All
Compliance Documents
(Current Within 6 Months of
Issuance Date Except Tax
Clearance Must Be Within 2
Months of Issuance Date)

Final Payment — Tax
Clearance Only
(Current Within 2
Months of Issuance
Date)

. Under $25,000

. Section 103D-302, HRS (IFB), or

. Section 103D-303, HRS (RFP), or

. Section 103D-304, HRS (Prof. Serv.), or
. Section 103D-306, HRS (Sole Source)

X

. Section 103D-302, HRS (IFB), or
. Section 103D-303, HRS (RFP), or
. Section 103D-304, HRS (Prof. Serv.), or

1
a
b
c
d
2. $25,000 or More
a
b
c
d. Section 103D-306, HRS (Sole Source)

3. Section 103D-305, HRS (Small Purchase) $15,000 to
under $100,000 for Goods or Services and $15,000 to
under $250,000 for Construction Even Though the Hawaii
Electronic Procurement System (HePS) is Not Used

4. Section 103D-307, HRS (Emergency)

5. Exemptions Allowed by Law (Section 103D-102, HRS)
or Rule (HAR Chapter 3-120)

X
For $50,000 or More Only

6. Exemptions Under $50,000, Exemption Approved by
SPO'’s Chief Procurement Officer and Compliance
Documents Is Not Required On the SPO Form 7

7. Exemptions $50,000 or More, Exemption Approved by
SPQ’s Chief Procurement Officer and Compliance
Documents Is Not Required On the SPO Form 7

8. Exemption Approved by SPO’s Chief Procurement
Officer and Compliance Documents Is Required On the
SPO Form 7

Note:






You have the option of either submitting 1) the actual certificates or 2) a printout from the Hawaii Compliance Express (HCE). For more
information on HCE, go to the website link at: http://vendors.ehawaii.gov/hce/splash/welcome.html

When a Tax Clearance from the Department of Taxation and the Internal Revenue Service is required for final payment and the HCE
documents is not submitted, the original DOTAX Form A-6 (current within 2 months of issuance date) and original SPO Form 22, website
link at http://www4.hawaii.gov/StateFormsFiles/form221.pdf is required to be submitted.

Il. Detailed Explanation (Refer to Procurement Circular No. 2009-15, Dated October 15, 2009)

The following Small Purchase Procurement Method (Section 103D-305, HRS) must be used if the purchase is less than $100,000
(exception, see note below - less than $50,000 for emergency and sole source) for goods or services and less than $250,000 for
construction and not made in accordance with:

SPO Price/Vendor Lists

Exemptions from Section 103D-102, HRS (contains listing of exemptions) or Section 3-120-4, HAR, Exhibit A-Procurements
Exempt From Chapter 103D

Sole Source pursuant to HAR Chapter 3-122, Procurements Approved for Sole Source

Emergency Procurements (Note: $50,000 or more, not small purchase, complete SPO-002 form instead of SPO-010 form)
Sole Source Procurements (Note: $50,000 or more, not small purchase, complete SPO-001 form instead of SPO-010 form)
Other procurement methods such as Competitive Sealed Bidding-Invitation for Bids, Section 103D-302, HRS; Competitive
Sealed Proposals-Request for Proposals, Section 103D-303, HRS; or Procurement of Professional Services, Section 103D-304,
HRS

GUIDELINES FOR DOLLAR LIMITS FOR GOODS, SERVICES, OR CONSTRUCTION

1.

UNDER $5,000 FOR GOODS, SERVICES, OR CONSTRUCTION

a. SPO Form-10 and Form 10-A are optional;

b. Adequate and reasonable competition is recommended;

C. Award shall be made to the lowest responsive, responsible offeror; or

d. When award to the lowest responsive, responsible offer is not practicable, award may be made to the vendor whose
offer provides the best value to the State.

e. Hawaii Electronic Procurement System (HePS) may be used for purchases of goods, services, or construction.

$5,000 TO LESS THAN $15,000 FOR GOODS, SERVICES, OR CONSTRUCTION

a. Obtain a MINIMUM OF THREE (3) QUOTATIONS (i.e. phone, fax, etc.).
5
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i. Furnish the same description or specifications to each vendor, and
ii. Document the offers received on SPO-10. Part B.
ii. If unable to obtain three (3) quotes due to insufficient sources, sole source-less than $50,000, or emergency-less
than $50,000, etc., document on SPO-10, Part C.

NOTE: You are required to obtain at least three quotations. If a Vendor does not respond, you are required to contact
another Vendor. If you are not able to obtain three quotes, explain under SPO-10, Part C.

b. Award shall be made to the lowest responsive, responsible offeror; or

c. When award to the lowest responsive, responsible offer is not practicable, award may be made to the vendor whose
offer provides the best value to the State, and shall be documented on SPO-10, Part D.

d. Hawaii Electronic Procurement System (HePS) may be used for purchases of goods, services, or construction.

$15,000 TO LESS THAN $100,000 FOR GOODS OR SERVICES
$15,000 TO LESS THAN $250,000 FOR CONSTRUCTION

Solicitations MUST be conducted on the Hawaii Electronic Procurement System (HePS).

a. Solicitations will utilize the HePS Purchase Order (PO) Summary Report as documentation; SPO-10 and 10A are not
required.

b. Award shall be made to the lowest responsive, responsible offeror; or

c. When award to the lowest responsive, responsible offer is not practicable, award may be made to the vendor whose
offer provides the best value to the State, and shall be documented on the HePS PO Summary Report. The SPO-10 is
not required.

d. Obtain compliance document (i.e. Hawaii Compliance Express (HCE) to verify vendor compliance with statues.
(Reference: Procurement Circular 2005-04, Amend 3).

$100,000 OR MORE FOR GOODS OR SERVICES
$250,000 OR MORE FOR CONSTRUCTION

Use appropriate procurement methods (Competitive Sealed Bidding-Invitation for Bids, Section 103D-302, HRS; Competitive
Sealed Proposals-Request for Proposals, Section 103D-303, HRS; and Procurement of Professional Services, Section 103D-
304, HRYS) if the purchase does not qualify under the following:

e SPO Price/Vendor Lists
e Exemptions from Section 103D-102, HRS (contains listing of exemptions) or Section 3-120-4, HAR, Exhibit A-
Procurements Exempt From Chapter 103D





e Sole Source pursuant to HAR Chapter 3-122, Procurements Approved for Sole Source (Pre-approved list)
e Emergency Procurement
e Sole Source Procurement

[1l. Links to the State Procurement Office’s Website:
Hawaii Revised Statutes Chapter 103D

http://www.capitol.hawaii.gov/hrscurrent/Vol02 Ch0046-0115/hrs0103D/

Hawaii Administrative Rules

http://www.spo.hawaii.gov/statutes-and-rules/admin-rules/

Procurement Circulars

http://www4.hawaii.gov/spo/procapps/procurement circulars.cfm

State Procurement Office’s Central Website on Procurement of Goods, Services, & Construction - Chapter 103D, HRS

http://www.spo.hawaii.gov/hawaii-public-procurement-code-chapter-103d-hrs

State Procurement Office’s Website on Flowcharts of Various Procurement Methods

http://www.spo.hawaii.gov/hawaii-public-procurement-code-chapter-103d-hrs/flowcharts.pdf/

SPO Price List / Vendor List

http://www4.hawaii.gov/priceapps/




http://www.capitol.hawaii.gov/hrscurrent/Vol02_Ch0046-0115/hrs0103D/

http://www.spo.hawaii.gov/statutes-and-rules/admin-rules/

http://www4.hawaii.gov/spo/procapps/procurement_circulars.cfm

http://www.spo.hawaii.gov/hawaii-public-procurement-code-chapter-103d-hrs

http://www.spo.hawaii.gov/hawaii-public-procurement-code-chapter-103d-hrs/flowcharts.pdf/

http://www4.hawaii.gov/priceapps/
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Basic Payment Guidelines

BASIC PAYMENT GUIDELINES
This section is organized as follows:

1. State of Hawaii Payment Processing Requirements

2. DAGS-Administrative Services Offices Internal Payment Processing Requirements
a. Highlights (Quick Reference)
b. Detailed Explanation

STATE OF HAWAII PAYMENT PROCESSING REQUIREMENTS
Purpose: The following are State requirements that must be followed in order to process a payment.
Reference: Section 40-56, HRS and Comptrollers Memorandum No. 2007-20 (Amended)
I. Payments Made by State Checks

A. Original invoices or receipts must be submitted to the ASO. The invoice must include
the description of the items that were purchased and cannot be a weekly or monthly
statement that only has the amount due. An invoice that has "Customer Copy" on it
and is not a photocopy is also acceptable.

B. If the original invoice is lost or destroyed, a carbon copy or a photocopy of the original
invoice will be accepted with a statement from an authorized vendor representative
certifying that this is an original invoice. The ASO will only accept the following
language, "I certify that this is an original invoice.” The authorized vendor's signature
must be an original, first name or initial and last name, and cannot be initials only.

C. Ifthe original receipt is lost or destroyed, and the amount of the reimbursement is
less than $25, the individual must certify that the receipt was lost or destroyed and
that no other request for payment for the item will be made.

D. Reimbursements for payment to parking meters, newspaper dispensers, or for bus
fares for which receipts are not provided and which is generally less than $5, will not
require receipts. A certification by the individual claiming the reimbursement for the
amount paid is sufficient.

E. If there is no original receipt and the amount exceeds $25, the individual seeking
reimbursement shall obtain the Comptroller's approval regarding the acceptability of
the document of the documents in lieu of the receipt. The request should specify why
no receipt can be submitted, and the individual must substantiate the amount being
requested by confirmation from the original vendor of what the reimbursement
amount would be for similar goods or services.

F. Invoices or receipts must be certified (use invoice approval stamp) that all materials,
supplies, and services have been received in good order and condition before
payments are made from State funds.

G. Invoice amount changes: 1) If amount to be paid is less than the amount invoiced,
provide justification, name of vendor spoke to, and date and 2) Amounts cannot be
increased above amount invoiced except for Public Works' Monthly Estimate
invoices.

I1. Payments Made by State Purchasing Cards (pCard)

http://dagsnet.higov.net/fiscal/pph/paymentguide.html 8/29/2011
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A. The following documents will be accepted for purchases made by pCard:

1. Customer sales slip or charge receipt reflecting the vendor's name, date of
purchase, description and cost of goods purchased.

2. Electronic purchase confirmation (for internet purchases) reflecting the
vendor's name, date of purchase, and description and cost of goods purchased.

3. Itemized packing slip (if an itemized invoice is not provided) reflecting the
vendor's name, date of purchase, and description and cost of goods purchased.

4. E-mail confirmation of purchase must include the vendor's name, date of
purchase, and description and cost of goods purchased.

5. If there is no documentation sufficient for payment purposes, Comptroller's
approval to pay is required.

B. Other Requirements:

1. A certification that the goods were received in good order and condition must
be noted on the documents. In lieu of providing this certification on each
invoice, DAGS has received the Comptroller's approval (Refer to ASO's
November 23, 2007 memo) to have this certification (use invoice approval
stamp, only signature is required) included only on the PVS Net Statement of
Account below the cardholder's signature.

2. If invoiced amount differs from charged amount:

a. Ifinvoiced amount is greater, need to contact vendor if difference will
be charged at a later date or vendor will waive difference (notation
needs to be made on Statement).

b. If invoiced amount is lower, need to contact vendor for credit.

I11. Payments Made by Employees Requiring Reimbursements from the State

A. If Paid by Cash — Provide one of the documents listed above under Section | —
Payments Made by State Checks, item numbers A. to E. or Section 11 — Payments
Made by State Purchasing Cards (pCard). The documents should include the amount
paid by the employee.

B. If Paid by Personal Credit Card — Provide one of the documents listed above under
Section | — Payments Made by State Checks, item numbers A. to E. or Section Il —
Payments Made by State Purchasing Cards (pCard). The documents should include
the amount paid by the employee. If there is no indication of the actual amount paid
or no charge receipt is given, the employee must provide the original credit card
statement reflecting the actual cost for which reimbursement is being sought. All
data on the statement can be "blackened out" except for the cardholder's name and
the information (description and amount) of the transaction.

C. If requesting reimbursement from petty cash, check with your
division/office/attached agency Petty Cash Custodian for documentation
requirements.

DAGS ADMINISTRATIVE SERVICES OFFICE'S (ASO) INTERNAL PAYMENT
PROCESSING REQUIREMENTS

HIGHLIGHTS OF THIS SECTION — PAYMENT DOCUMENTATION REQUIREMENTS

Printable PDF Version (Landscape) @l

http://dagsnet.higov.net/fiscal/pph/paymentguide.html 8/29/2011
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Certified Original Invoice (A copy of
the invoice with this statement "l certify
this is an original invoice" and signed by
the vendor in original ink, first name or
initial and last name. It cannot be
initials only.)

COpy

Documents Required for Payments Original and Additional ASO Submission
Excluding Petty Cash, pCard, and No. of Copies Requirements Deadlines
Employee Reimbursements
(Basic Submission Requirements in
Boldface)
Original Invoice or if lost, a Original and 1 [1) All invoices must be|All Oahu

date stamped; 2) Affix
the approval to pay
stamp on the original
linvoices and copies,
sign and date it
properly (see B
below*); and indicate
lifitis a partial or final
payment: and 3)
Contract Payments —
submitted to ASO
only if the completed
and fully executed
contract is
encumbered by DAGS
-Accounting Division
and the contract
number and
appropriate suffix
lline, if applicable,
must be shown on the
invoice or payment
request.

IDivisions/Offices
after receipt of
linvoice or
satisfactory delivery
of goods and
services have 3
working

days. Neighbor
Islands have 5
working days.
The State of Hawaii
Accounting Manual
specifies a
performance
standard of no more
than 10 working
days. That means
the ASO has 7
working days to
process the
payment.
Deadline to
|Process Payment
Within the
Month

Monthly Deadline
Except June:
Approximately the
24th of each month

Year end June 30
|Deadline:
Approximately 5
working days before
June 30.

Approvals if applicable such as
Governor's/Comptroller's/Business
Management Officer's/Personnel
Officer's; T-205 computer, travel forms,
etc.

2 copies

Submitted with the
purchase order or
contract

http://dagsnet.higov.net/fiscal/pph/paymentguide.html
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To ensure compliance with HRS Chapter
103D, for the following appropriate
PO/contract amounts if not exempt,
emergency, sole source, not purchased
from a governmental entity, or a
price/vendor list is not used:

1. Under $5,000 — optional SPO
Form 10 (Record of

Procurement)

2. $5,000 to less than $15,000 — SPO
Form 10

3. $15,000 to less than $50,000 —
HePS PO Summary Report

4. $50,000 or more — SPO Form 20
(Statement of Attestation for Internet
Posting) with copy of Procurement
Notice (posted ad)

2 copies

Submitted with the
purchase order or
contract. The HePS
PO Summary
Report is also
[required to be
submitted with all
payments
(partial and final
payments)

Compliance Documents if $15,000 or
More — Section 103D-310 (c),

HRS & Section 3-122-112, HAR
IDocumentation Requirements, DOTAX
Form A-6, DLIR Form LIR#27, and
DCCA Certificate or Hawaii
Compliance Express document
lprintout, Not applicable for
Price/Vendor List payments.

2 copies from
[the Hawaii
Compliance
Express (HCE)
or if not
obtained
[through HCE,
2 copies of
DOTAX Form
A-6, LIR #27,
and DCCA
Certificate

Submitted with the
purchase order or
contract and first
non-contract
payment

Contract payments — Compliance
Documents — Tax Clearance for final
payment. Note: the Tax Clearance for
final payment is valid for only 2 months
S0 payment request should be submitted
at least 1 month before the expiration of
the Tax Clearance.

2 copies from
[the Hawaii
Compliance
Express (HCE)
or if not
obtained
[through HCE,
original of
DOTAX Form
A-6 (green)
and 1 copy
plus original
and 1 copy of
[the Form SPO-
22

Same as invoice
submission
deadlines.

Aging Start Date (ASD) — Interest on Delinquent Payments

http://dagsnet.higov.net/fiscal/pph/paymentguide.html
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A. Section 103-10, HRS requires the payment of interest if a payment is not made within 30
calendar days. The calculation of interest commences on the 30th day following the date of
receipt of the invoice or satisfactory delivery of the goods or performance of the services,
whichever is later. The date which marks the beginning o f the calendar day period is
referred to as the "Aging Start Date" (ASD). The interest calculation ends on the date of the
check.

B. As aguideline, these dates are determined as follows:

1. The date of "receipt of the invoice" is the date the invoice was first received by the
department and should be stamped on the invoice. It is the program's responsibility
to promptly date-stamp each invoice upon receipt.

2. The date of "receipt of goods/services" should be the actual date the goods were
received or services were satisfactorily completed.

C. These two dates should be reflected in the approval stamp area, which is completed by the
divisions (please verify that all information is legible). The ASD that is inputted on the
payment voucher would be the later of the two dates above, or, if applicable, the later date of
receipt of any document from the vendor that is required for payment (e.g., tax clearance,
certificate of compliance).

DETAILED EXPLANATION

Purpose: The following guidelines are internal departmental requirements that were established
by the DAGS-Administrative Services Office (ASO) to assist DAGS' employees to process
a payment. The following applicable items must be submitted and/or followed to initiate
payment processing:

I. Basic Requirements:

A. An original or certified original invoice and one copy of the invoice. All invoices must
be date stamped.

B. Affix the approval to pay stamp on the original invoice and copies. The approval to
pay is signed and dated. Also make sure that the date the goods and services received
is noted and whether invoice reflects either partial or final payment.

C. Two copies of all the supporting documents (e.g.,Governor's approval, SPO-10, ICSD
T-205 approval, etc.) should be submitted if applicable

D. To ensure compliance with HRS Chapter 103D, the following must be submitted with
the encumbrance documents for the appropriate PO/contract amounts if not exempt,
emergency, sole source, not purchased from a governmental entity, or a price/vendor
list is not used:

1. Under $5,000 — optional SPO Form 10 (Record of Procurement)
2. $5,000 to less than $15,000 — SPO Form 10 (Record of Procurement) at
website link: http://www4.hawaii.gov/StateFormsFiles/spo10-%20record%

200f%20procurement%203-14-08%20protected.doc

3. $15,000 to less than $50,000 — HePS PO Summary Report (also submit
with all payments — partial and final)

4. $50,000 or more — Procurement Notice (posted ad) with SPO Form 20
(Statement of Attestation for Internet Posting) at website
link: http://www4.hawaii.gov/StateFormsFiles/form20-fillable%

20protected.doc
E. For purchases $15,000 or more, to ensure compliance with Section 103D-310 (c),
HRS and Section 3-122-112, HAR Documentation Requirements, submit with first
payment and with the encumbrance documents:1) DOTAX Form A-6, 2) DLIR Form
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LIR#27, and 3) DCCA Certificate or the Hawaii Compliance Express document
printout

. For partial payments, identify the payment breakdown if multiple lines are

encumbered on the purchase order

If applicable, type SPO's Price or Vendor List number, employee's name and
Bargaining Unit Number of the employee, etc. on the purchase order or if applicable,
the petty cash reimbursement voucher form or in the pCard-PVS Net description field
(this information should be typed at the beginning of the field). Refer to the
handbook/website link at: http://dagsnet.higov.net/fiscal/pph/objects.html for
specific object code requirements.

. If contract payment, indicate contract number and appropriate suffix line on the

invoice or payment request.

. Send all invoices directly to the Administrative Services Office for processing within

three working days (neighbor islands have 5 working days) and maintain a record of
all invoices received and when submitted to the ASO for processing.

I1. Other ASO Requirements

A.

B.

n

- ©

If not using a pCard, prepare a purchase order before obtaining any item from a
vendor.

The vendor name on the invoice should agree with the vendor name on the purchase
order

. Type on the purchase order the collective bargaining unit and article number when

purchasing safety equipment, uniforms or apparel for employees or if pCard
purchase, include it in the pCard-PVS Net description field (this information should
be typed at the beginning of the field)

Extend, double check the amounts, and provide a total for all items purchased on the
purchase order. Ensure that the total of all items purchased equals the summary
(uniform accounting code) on the bottom portion of the purchase order

Do not over exceed what is authorized on the purchase order, e.g., purchase order
approved for five items, actual delivery 20 items plus other items not listed on the
purchase order.

Complete and attach the applicable tax forms when submitting personal automobile
mileage or out-of-state per diem reimbursements

Update your signature list of persons authorized to sign purchase orders, etc. when
there is a change in staff.

Cancel all unrequired purchase orders on a monthly basis

For new vendors without an existing State vendor code, obtain the "Request for
Taxpayer Identification Number and Certification" (Form W-9) along with a
letterhead or business card so that you will be able to obtain a vendor code from
DAGS-Pre-Audit. The vendor address should be the remittance address.
Ensure that current fiscal year funds are used for current fiscal year purchases.

Any item purchased that costs $250 or more and has a useful life of more than one
year should be coded as a fixed asset item (object codes 75XX to 78XX), e.g., capital
improvement, equipment, motor vehicles, etc. Please click on website links below
(2003 Inventory System User Manual and August 23, 2007 Memo on ASO's
Inventory Policies and Procedures for further information.

. Check the reference materials and websites well ahead of your quarterly/fiscal year

ending deadlines in case approvals (Governor's, Department of Budget and Finance's,
Comptroller's, Business Management Officer's, etc.), and other unique procurement
and fiscal requirements are applicable to your purchases.

. "Red-tag" rush payment requests — Rush priority "red-tag" payment requests should

be kept at a minimum, and must receive the approval of DAGS-Business Management
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Officer (BMO) before being submitted to the ASO staff for payment processing. The
request should include justification for the priority processing. After review and
approval or disapproval, the BMO will forward the payment request to the
appropriate ASO staff for processing. "Red-tag" rush payment requests disrupt the
normal vouchering process, and as a result, the DAGS-Accounting Division- Pre-
Audit Branch has limited the number (two per day) of "red-tag" vouchers department
are able to submit.

N. Payment inquiries — In no instance should a vendor be directed to call the ASO or
DAGS-Accounting Division- Pre-Audit Branch when requesting payment
information. If there are any questions that need resolution, a contact person from
the expending division/office/attached agency should contact the ASO with the
purchase order or contract number, vendor name, amount of payment, and
approximate date of submittal to the ASO.
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Procurement and Payment
Reqguirements for Specific Object
Codes Excluding Travel

Procurement and Payment Requirements for
Specific Object Codes Excluding Travel

This section will describe in detail the procurement and payment requirements for various object
code categories. The procedures for the various object codes will be developed and included in the
handbook/website in phases. The object codes highlighted in blue in the DAGS Object Code Listing
Index, will have information available for phase one. To find out the procurement and payment
procedures for an object code, select an object code highlighted in blue in the index. If the
procedures are complicated, a highlight or quick reference section will precede the explanation of
the detailed procedures. The following items will be included for each object code listed:

m Procurement Procedure

m Procurement Reference

m Payment Procedure

m Payment Reference

m If applicable, Memo/Instructions/Filled Out Sample Form//Blank Electronic Forms and
website links

To provide you with a general overview of the procurement and payment process, the following is a
simplified procurement and payment procedure for a normal transaction:

1. Prior approvals — If applicable, obtain the prior approvals, e.g. Governor, Department of
Budget and Finance, Comptroller, Business Management Officer, Information and
Communication Services Division, Systems and Procedures Office, Personnel Office, etc.
using the appropriate forms. For a detailed explanation on the approval requirements for
specific object codes, refer to the website link at:
http://dagsnet.higov.net/fiscal/pph/requirements.htmi

2. Procurement — Follow the appropriate procurement procedure by clicking on the website
link at: http://dagsnet.higov.net/fiscal/pph/procurementguide.html

3. Encumber — Prepare and issue either a purchase order or a contract prior to the purchase
of the goods, services, or construction. A purchase order is required because: 1) it authorizes
the purchase; 2) it checks for the availability of funds during the recording/posting process;
3) after the purchase order is posted, it reserves the funds for that month/quarter in the
current fiscal year; and 4) provides documentation to the vendor of the State's commitment
to acquire the goods, services, or construction. For a detailed explanation, refer to the
website link at: http://dagsnet.higov.net/fiscal/pph/encumbrance.htmi

4. Payment — After the goods, services, or construction are received, obtain an original invoice
from the vendor and submit the invoice and required documents, if applicable, to the
Department of Accounting and General Services — Administrative Services Office. For a
detailed explanation, refer to the website link at:
http://dagsnet.higov.net/fiscal/pph/paymentguide.html

For each of the four steps above, the six topics/modules in this website go into great detalil
explaining the required procedures, acceptable substitution, and required documents that must be
submitted for specific types of transactions.
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Purchasing Card (pCard) Rules and
Procedures

Purchasing Card (pCard) Rules and Procedures

The following pCard topics are discussed beginning with the Highlights of this Section, Quick
Reference Guide of the Cardholder's Responsibilities, and the detailed explanation as follows:

I. What is a Purchasing Card
I1. When Is It Used
I11. Requesting a Purchasing Card
IV. DAGS' Credit Limits
V. pCardholder Responsibilities
V1. pCard Division Administrator Responsibilities
VI1I. pCard Reviewer Responsibilities
VIII. Administrative Services Office Responsibilities
IX. PVS Net (Access and Update of Transactions)
X. Documentation for pCard Payments
XI. Deadlines for PVS Net Updates and Submission
XI1. Emergency pCard
XI11. Contact Information for Help for Users — DAGS—Administrative Services Office
XIV. Attachments

HIGHLIGHTS OF THIS SECTION

Summary of the pCard Rules and Procedures

Steps Person Responsible

pCard Division Administrator and
1. Complete a pCard application Cardholder

2. An approval letter from First Hawaiian Bank (FHB) will |pCard Division Administrator and
be sent to the cardholder through the DAGS Administrative |[Cardholder
Services Office (ASO)

3. After the application is approved, FHB will set up the |First Hawaiian Bank (FHB)
cardholder in PVS Net

4. After receiving the pCard, provide a Cardholder pCard Division Administrator and
Agreement to the cardholder to read and sign. The original |Cardholder
completed pages 2 and 3 to be sent to the ASO.

5. Train cardholder on the pCard and PVS Net procedures |pCard Division Administrator
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6. Cardholder shall use the pCard to pay for goods and Cardholder
services less than $2,500 per transaction except for:

m Vendors that do not accept MasterCard charge cards

m Restricted purchases designated by the State
Procurement Office (SPO)

m Goods and services from vendors with Blocked
Merchant Category Codes

m Certain situations listed in Comptroller's
Memorandum No. 2005-08

7. Obtain all of the necessary documentation for each Cardholder
purchase

8. Update the transactions in PVS Net for coding and filling [Cardholder
lin of description

9. Print and process the PVS Net Statement of Account (the [Cardholder
Statement) after all transactions have been updated on a
weekly basis

10. Process the Statement on a weekly basis by obtaining  |pCard Division Administrator
the:

m Cardholder signature
m Certification of goods and services
m Authorized approver signature on the Statement

11. Review the Statement by: pCard Reviewer

m Verifying that the coding for each transaction is
valid and appropriate

m Pre—auditing the purchase documentation for each
transaction to determine if it is accurate and
sufficient

m Resolving any questionable documentation with the
cardholder and/or vendor

m Verifying that each transaction matches the
corresponding invoice amount by marking a check
next to the transaction amount on the Statement
and initialing next to the Statement total

12. Submit the approved Statement and applicable pCard Division Administrator
supporting documentation to the ASO by the first workday
of every week subsequent to the reporting period.
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13. ASO will audit the weekly submissions ASO
14. ASO will process payment to FHB on a monthly ASO
basis. Important: If the payment to FHB is late

[because of one Statement, the delinquent interest
charges will be assessed on the single DAGS'
departmental account which includes all of our
pCard accounts, and will be charged to the
program responsible for the late payment.

15. Canceling a pCard pCard Division Administrator

m When an employee terminates or transfers out of a
program, retrieve the card and destroy it

Submit to the ASO a copy of the original application
with the "Cancel Card" box checked off and
highlighted, and signed by the program
administrator

Quick Reference Guide of the Cardholder’s Responsibilities

Obtain all necessary approvals prior to making the purchase, and all the necessary

documentation to support each purchase.
If a purchase has been declined, inform the division/office pCard Administrator by providing

vendor name, date of attempt, and amount of purchase.
On Monday or Tuesday:

a.

b.

C.

d.

Update the transactions in PVS Net (coding and description) for purchases made the
prior week (Sunday through Saturday).

After the update, print the PVS Net Statement of Account (Statement) for the updated
week. Be sure the correct dates are specified in the PVS Net system under
"Transactions" (Sunday through Saturday).

Obtain and sort the purchase documentation in the order listed on the Statement.
Sign the Statement and the certification that all goods/services have been received.

On Thursday or Friday, submit the Statement and all supporting documentation to the
division/office pCard reviewer or pCard Administrator.
If there is documentation missing for any transaction:

a.
b.

C.

d.

Make a copy of the Statement.
Highlight the amount for which there is no documentation on both the original and

the copy of the Statement.

Keep the copy of the Statement (to be submitted with the documentation when it is
received).

Missing documentation or a copy of request for approval from the Comptroller for an
exception purchase transaction must be submitted within two weeks from when the
original Statement was due to the division/office pCard reviewer or pCard
Administrator.

DETAILED EXPLANATION
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I. What Is a Purchasing Card

The purchasing card (pCard) is a State credit card (MasterCard) that makes it convenient for
employees to pay for purchases. The pCard only replaces a purchase order — all necessary
approvals must be obtained prior to the purchase, and any required documentation must be
submitted for payment purposes (see section on "Basic Payment Guidelines™) at website link:
http://dagsnet.higov.net/fiscal/pph/paymentguide.html.

PCard transactions must follow all procurement rules, policies and procedures (see section
on "Basic Procurement Guidelines") at website link:
http://dagsnet.higov.net/fiscal/pph/procurementguide.htmil.

I1. When Is It Used

Comptroller's Memorandum No. 2004—36 (attached) requires the use of the pCard to pay for
goods and services less than $2,500 per transaction. Exceptions include, but are not limited
to:

A. Vendors that do not accept MasterCard charge cards. Type "does not accept pCard"
on the PO.
B. Per Comptroller's Memorandum No. 2005—-08 (attached):

1. Petty cash transactions

2. Utility invoices (from companies regulated by the Public Utilities
Commission)

3. Other governmental entities; unless accepted by the government entity (i.e.

Correctional Industries)

When the goods or services ordered have partial or progress payments
Goods and services from companies which assess a fee for charge card
purchase transactions

6. Goods and services which require payment before the goods or services have
been rendered; except for commonly accepted advance payments as provided
in HRS 40-56 or covered under Comptroller's Memorandum No. 2005—

10 (attached)
C. Restricted Purchases as designated by the State Procurement Office (SPO)
D. Goods and Services from Vendors with Blocked Merchant Category Codes (MCC)

1. SPO has designated various MCCs as blocked (see State of Hawaii Purchasing
Card Program and Procedures or Procurement Circular No. 2003—06,
Amendments 1 and 7). Type "Blocked MCC" on the PO.

2. MCCs not on the DAGS—authorized list. Contact the ASO to see if this MCC
will be added to the list. If not, then a PO will be allowed. Type "MCC not on
authorized list” on the PO. (See ASQO's May 24, 2005 cover memo to
Procurement Circular No. 2003—06, Amendment 6.)

oA

Il11. Requesting a Purchasing Card

A. pCard Application

1. Complete and process the respective division's DAGS "Employee Purchasing
Card Request" (sample of the application for the Administrative Services
Office (ASO) is attached.)

2. "Verification Code" is required (maximum of 20 characters, can include both
alpha and numeric), and is used in lieu of date of birth/social security
number/mother's maiden name for security purpose if there is ever a need for
cardholder to contact First Hawaiian Bank.

B. A letter from First Hawaiian Bank (sent by the ASO) will be sent after the application
is approved. This letter will have instructions about having a photo taken that will be
on the backside of the card.
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Once the pCard is received, cardholder must read and complete the Cardholder
Agreement.

IV. DAGS' Credit Limits

The Comptroller has set the following credit limits for DAGS:

m Division Administrators/Staff Officers — $25,000
m Branch Chiefs — $15,000
m Non-managerial employees — $10,000

If there is need (temporary or permanent) to have a credit limit increased beyond these
amounts, a request with justification must be submitted to the Comptroller through the

ASO.

The justification for a permanent credit limit increase should include the past three

monthly totals (15th to the 14th) purchase history.

V. pCardholder Responsibilities

A.

B.

Obtain necessary documentation for every purchase (see section below,
"Documentation for pCard Payments").

If a purchase has been declined, inform the division/office pCard Administrator by
providing vendor, date of attempt, and amount of purchase. The Administrator will
then work with the ASO to determine the reason for the decline.

Update transactions in PVS Net for coding and filling in of description.

Print and process PVS Net Statement of Account (Statement) after all transactions
have been updated.

See State of Hawaii Purchasing Card Program and Procedures (SPO website) for
additional detailed responsibilities.

V1. pCard Division Administrator Responsibilities

A.

Act as liaison between the cardholders and the departmental pCard Administrator
and the departmental PVS Net Administrator for any questions or problems with PVS
Net, decline of purchase, etc.

Add cardholders

1. Review cardholder responsibilities with potential cardholders prior to
completion of application.

2. Assist employee with completion of division—specific DAGS "Employee
Purchasing Card Request".

3. Once card is received, provide employee (cardholder) with Cardholder
Agreement to read and sign; have "approving official" complete applicable
section; submit originals of completed pages 2 and 3 to the ASO (see SPO
website for fillable form, www.spo.hawaii.gov).

Train cardholders on the pCard and PVS Net procedures.
Process the PVS Net Statement of Account (Statement)

1. Obtain cardholder signature, certification of receipt of goods/services, and
authorized approving signature on the Statement. Employees who are
authorized to sign a purchase order are authorized to sign as
"Supervisor/Manager" on the Statement.

2. Submit the approved Statement and applicable supporting documentation to
the ASO by the weekly deadlines (outlined in section XI below).

Cancel a pCard

1. Retrieve the card from the cardholder and destroy.

2. Submit to the ASO a copy of the original application with the appropriate box
on the top checked off ("Cancel Card™) and highlighted, and signed by the
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program administrator or "Supervisor/Manager" (see definition in section
VI1.D.1. above).
See State of Hawaii Purchasing Card Program and Procedures (SPO website) for
additional detailed responsibilities.

VIl. pCard Reviewer Responsibilities

A.
B.

Be the central contact point for the ASO on documentation questions.

Verify that coding for each transaction in PVS Net or on the Statement is valid and
appropriate. NOTE: If coding changes are made on the printed Statement,
the change needs to be entered in PVS Net also.

. Audit purchase documentation (see section X below for documentation

requirements) for each transaction on the Statement to determine compliance.
Resolve any documentation discrepancies with the cardholder and/or vendor. If the
discrepancy cannot be resolved by the weekly filing deadline, see section XI.F. below
for action to be taken.

. Verify that each transaction amount on the Statement matches the corresponding

invoice amount by marking a check next to the transaction amount on the Statement
and initialing next to the Statement total.

VIIl. Administrative Services Office Responsibilities

A.
B.

C.

H.

Serve as liaison with First Hawaiian Bank

Establish/revise departmental procedures to support the State pCard program and
provide training as necessary

Process completed pCard applications to have applicant be issued a pCard and be set
up in PVS Net, and process any subsequent card changes

Provide assistance with PVS Net problems or documentation questions

Ascertain that all weekly Statements are submitted and totals are reconciled with PVS
Net download

Audit the weekly Statements for purchase and documentation compliance

. Process monthly payment to First Hawaiian Bank by transferring transactions from

PVS Net to FMS/FAMIS, correcting any subsequent errors, and reconciling with the
monthly departmental statement

Allocate the quarterly rebate check from First Hawaiian Bank to appropriate
programs

IX. PVS Net (Access and Update of Transactions)

A.

B.

After First Hawaiian Bank approves the pCard application, cardholder will be set up
in PVS Net (website is: https://pvsnet.procard.com/).
Logon ID will never change, and will be made up of the first letter of the first name,
the first seven letters of the last name, and the last three digits of the card
number. The logon ID is not case—sensitive.
Initially, the password is the same as the logon ID, but the system will prompt you to
create a new one.

1. Must be between 7 and 20 characters.

2. Must consist of at least one upper case letter.

3. Must consist of at least one lower case letter.

4. Must consist of at least one number.
You will be prompted to change your password every 90 days.
"Preferences” must be selected to indicate which data fields will be viewable on the
Transaction Review screen. A sampling of fields, which can be adjusted as needed, is
attached (DAGS Purchasing Card Suggested PVS Net Preference Selections).
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F. A default allocation coding is pre—populated for every transaction, but must be
changed as applicable.

G. The description field needs to be filled in for every transaction, and should start with
price—list number, if applicable. A filled—in description field is an indication to the
ASO that the coding has been reviewed and changed as necessary.

X. Documentation for pCard Payments

A. Per Comptroller's Memorandum No. 2007—20 (Amended), any of the following
documents will be accepted for purchases made by pCard:

1. Original or certified—as—original invoices.

2. Customer sales slip or charge receipt reflecting the vendor's name, date of
purchase, description and cost of goods purchased.

3. Electronic purchase confirmation (for internet purchases) reflecting the
vendor's name, date of purchase, and description and cost of goods purchased.

4. lItemized packing slip or delivery order (if an itemized invoice is not provided)
reflecting the vendor's name, date of purchase, and description and cost of
goods purchased.

5. E—mail confirmation of purchase which must include the vendor's name, date
of purchase, and description and cost of goods purchased.

B. A certification that the goods were received in good order and condition must be
noted on the PVS Net Statement of Account below the cardholder's signature (use
invoice approval stamp; only signature is required).

C. Required documentation (procurement or approvals) are to be submitted to support
the transaction.

D. Any of the following documentation is required for credit memos (if no original credit
memo is issued):

1. E—mail notification of credit memos.

2. If credit memo and purchase are in the same cycle — Reference the original
purchase under the credit on the Statement.

3. If credit memo is in a subsequent cycle than the purchase — Make copy of
original purchase from prior cycle. Note the cycle period of the original
purchase, and the amount of the credit.

XI1. Deadlines for PVS Net Updates and Submission

A. Due to the monthly payments to First Hawaiian Bank, all transactions in PVS Net
from the 15th of a month to the 14th of the next month must be updated by the 24th.

B. Due to the volume of pCard transactions and pCardholders, DAGS is on a weekly
cycle, from Sunday to Saturday.

C. Updates in PVS Net for the respective week should be completed by the following
Tuesday.

D. Invoices and/or other documentation are attached in the order listed on the
Statement. The Statement is signed by cardholder, certified, and approved by
authorized staff by Friday. If cardholder is unavailable for signature, a supervisor is
authorized to sign for the cardholder. The cardholder and the authorizing person
(signing as "Supervisor/Manager") cannot be the same person.

E. Statements with documentation are due in the ASO on the second Monday following
the last day of the weekly cycle.

F. Missing documentation or Comptroller's approval to pay is due in the ASO on the
second Monday following the original submission date. If documentation is missing:

1. Make a copy of the Statement
2. Highlight the amount for which there is no documentation on both the
original and the copy of the Statement.
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3. Keep the copy of the Statement, which will be submitted with the
documentation when it is received, or the Comptroller's approval to pay.
G. The following table denotes the deadlines for purchases posted in PVS Net during

"Week 1".
Sunday | Monday | Tuesday | Wednesday | Thursday | Friday | Saturday

Week 1 W E E K L Y C Y C L E

Updates done in PVS| PVS Net Statement processed
Week 2 .

Net and signed

Statement
\Week 3 due to ASO
Week 4

All

Week 5 documents

due to ASO

XI1l. Emergency pCard

The emergency pCard program has been implemented to handle purchases during
emergency conditions with minimal effort when time is of the essence. Therefore, most of
the State—blocked Merchant Category Codes are unblocked to allow for essential emergency
purchases. The emergency pCard may only be used with a Governor's emergency
proclamation, and is separate from the regular pCard.

A. Establishment

1. Submit a new pCard application with the word "EMERGENCY" highlighted in
the top right corner.

2. If the applicant already has a regular pCard, the photo on file at First
Hawaiian Bank will be used for the emergency pCard.

3. A new Cardholder Agreement must be signed and processed.

4. The emergency pCard is distinguishable from the regular pCard by being red
in color and having "EMERGENCY" on the top of the card

B. For an emergency pCard to be authorized to use, all of the following must occur:

1. Natural disaster or human—made disaster

2. Governor's proclamation issued

3. Disaster affects the operations of the applicable division/office

C. Payment Processing

1. Documentation, Deadlines and Submission Requirements — see sections IX
and X above.

2. A separate Statement from the regular pCard Statement is to be generated and
submitted for the emergency pCard (the emergency pCard number will be
different from the regular pCard number). The emergency Statement should
have "EMERGENCY" noted on the top right corner.

3. Attach a copy of the Governor's proclamation.

D. See attached DAGS Emergency Purchasing Card (pCard) Program procedures dated
August 16, 2007 for more details.

XIIl. Contact Information for Help for DAGS' Divisions/Offices/Attached Agencies
Users Only — DAGS—Administrative Services Office

DAGS' Departmental pCard Administrator

http://dagsnet.higov.net/fiscal/pph/pcard.html 8/29/2011
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Business Management Officer at 586—0696 or Budget Officer at 586—0693

Responsibilities include:

Serving as the department's primary liaison with First Hawaiian Bank
Establishing/revising processes/procedures within the department to support the
State pCard program

Approving pCard applications and credit card changes

Determining the charge limits, allowed or disallowed Merchant Category Codes, and
any additional guidelines for each cardholder

Providing direction to resolve any questionable purchases and policy violations
Coordinating the training of pCard users within the department

DAGS' Departmental PVS Net Administrator

Accountant V at 586—0701 or Accountant IV at 586—0688

Responsibilities include:

Establishing/revising processes/procedures within the department to support the
pCard program

Reviewing pCard application for completeness

Submitting pCard application, and any subsequent credit card changes, to First
Hawaiian Bank

Establishing new users in PVS Net

Providing technical guidance and assistance on the use of PVS Net

Reconciling PVS Net Statements of Account to the weekly recorded transactions and
totals

Downloading PVS Net files and balancing to transmission reports and the
departmental billing statement

Transferring PVS Net file to FMS

Reconciling FMS/FAMIS to correct errors on recorded transactions

Notifying departmental pCard Administrator of any questionable purchases and
policy violations

Acting as liaison between departmental pCard administrator and division/staff
offices’ administrators

Allocating rebate check received quarterly from First Hawaiian Bank to appropriate
programs

X1V. Attachments: Download Now

The following above—referenced documents are accessible from the State Procurement
Office's Website at http://www.spo.hawaii.gov click on "pCard (purchasing card)"):

State of Hawaii Purchasing Card Program and Procedures

Cardholder Agreement (rev. 4/22/08)

Comptroller's Memorandum No. 2004—36: Mandatory Use of Purchasing Card
Comptroller's Memorandum No. 2005-08: Clarification on Mandatory Use of
Purchasing Card (pCard)

Comptroller's Memorandum No. 2005—10: pCard Charges Made Prior to Receipt of
Goods

Comptroller's Memorandum No. 2007—20 (Amended): Documentation
Requirements for Purchases of Goods or Services

http://dagsnet.higov.net/fiscal/pph/pcard.html 8/29/2011
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m Procurement Circular No. 2003—06: State of Hawaii Purchasing Card

Amendment 1: Restricted and Blocked Purchasing Card Transactions
Amendment 2: Management Oversight and Controls

Amendment 5: SPO Price List Vendors

Amendment 6: Frequently Asked Questions

Amendment 7: Restricted and Blocked Purchasing Card Transactions
Amendment 8: Emergency pCard

Amendment 9: State of Hawaii Emergency pCard

The following above—referenced documents are attached:

m ASO's May 24, 2005 memo (cover to Procurement Circular No. 2003—-06,
Amendment 6)

m Sample of pCard Application for the Administrative Services Office

m DAGS Purchasing Card Suggested PVS Net Preference Selections

m August 16, 2007 DAGS Emergency Purchasing Card (pCard) Program procedures

http://dagsnet.higov.net/fiscal/pph/pcard.html 8/29/2011
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Hawalii Electronic Procurement System
(HePS) Rules and Procedures

Hawaii Electronic Procurement System (HePS) Rules and Procedures
(Note: This section does not include the procedures to use the HePS. The procedures
for the actual use of the HePS will be provided in the training sessions.)

HIGHLIGHTS OF THIS SECTION

HePS is an electronic procurement (e-procurement) system for issuing and responding to
solicitations via the Internet.

Procurement Circular 2006-07 Amendment 1 (June 29, 2007) requires executive departments
to utilize HePS for small purchases $15,000 to less than $50,000 and also requires obtaining
the compliance documents (DOTAX Form A-6, DLIR Form LIR#27, and DCCA Certificate) for small
purchases $15,000 to less than $50,000 to verify vendor compliance with statutes. The
following types of purchases do not have to be procured via the HePS if they are made in accordance
with:

m SPO Price/Vendor Lists

m Exemptions from Section 103D-102, HRS (contains listing of exemptions) or Section 3-120-
4, HAR, Exhibit A-Procurements Exempt From Chapter 103D

Sole Source pursuant to HAR Chapter 3-122, Procurements Approved for Sole Source
Emergency Procurements for less than $50,000

Sole Source Procurements for less than $50,000

Other procurement methods such as Competitive Sealed Bids (HRS §103D-302),
Competitive Sealed Proposals (HRS §103D-303), and Professional Services (HRS §103D-
304) are used.

In calculating the $15,000 to under $50,000 threshold requirement, same/like/related purchases
should be combined over a 12 month period. If the combined purchases fall within the $15,000 to
under $50,000 dollar threshold, the HePS must be used to solicit the goods, services, and
construction. This applicability is pursuant to Sections 3-122-74 (d) and 3-131-2, HAR below.

Less than $50,000 for same, like, or related goods, services, or construction in total
during any 12 consecutive month period. Same, like or related items procured as small
purchases during a 12 month period that is $50,000 or more may be considered
"parceling". A purchasing agency shall, where possible, make appropriate
consolidations to obtain competition. The following shall be considered when
determining adequate and reasonable competition:

m The higher the price of a group of procurements, the more likely they should be
consolidated.

m The more similar the good, service, or construction, or the more likely it is to
purchase a group of goods, services, or construction from one type of vendor, the
more likely it should be consolidated.

m The more foreseeable the procurement of similar goods, services, and
construction is, the more likely it should be consolidated.

http://dagsnet.higov.net/fiscal/pph/heps.html 8/29/2011
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Summary of When the HePS Must be Used for the Executive Branch of State
Government

Printable PDF Version (Landscape)

Procurement
Amount
(Refer to the above
situations when the
HePS do not have to
be used. Also refer to
the explanation on
combining same,
related, and like
purchase over a 12
month period)

Required HePS
Documentation

Posting to the
Procurement
Reporting
System

Section 103D-310(c¢),

HRS & Section 3-122-

112, HAR Compliance
Documentation
Requirements

Less than $15,000 —
optional

If $5,000 to less than
$15,000, a copy of the
|HePS Purchase Order
Report form must be
submitted with the
encumbrance

document. The HePS
Purchase Order Report
Jreplaces the SPO Form 10.

Not Required

Not Required

Section 103D-305, HRS
(Small Purchase)
$15,000 to under

A copy of the HePS
Purchase Order Report
form must be submitted for

Required

Required-Submit
compliance documents
prior to the award and also

HePS cannot be used. It
is still in the

development stage.

$50,000. [the encumbrance and for Irequired for the first
all payments (first, partial, payment. Can either
and final). The HePS submit the actual
Purchase Order Report documents or obtain the
|replaces the SPO Form 10. documents through the
[Hawaii Compliance Express
$50,000 or more —

Roles and Responsibilities and Contact Information

Printable PDF Version (Landscape)

Roles

Responsibilities

Person
Responsible

Phone Number

http://dagsnet.higov.net/fiscal/pph/heps.html
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|DAGS-

DAGS Only — Oversees and implements the 586-0696
HePS Overall  |HePS project in the Department |Administrative
Departmental Services Office
Administrator Business
Management
Officer

DAGS Only — Assists in the HePS IDAGS- 586-0699
HePS limplementation, sets up new Administrative
Departmental  |users, approval routes, changes, [Services Office
Administrator |etc. in the HePS; maintain Management

linformation in HePS; serve as  |Analyst

point of contact for the

department, except contact

SPO directly on how to use

the HePS; and register new

users for the HePS Basic Buyer

Training Class
State Responsible for the statewide
Procurement limplementation of HePS
Office
State System Coordinate training; provide State mara.smith@hawaii.gov
Administrator  [technical assistance on statutes, |Procurement 587-4704
for the HePS Jrules, procedures, and on using |Office bonnie.a.kahakui@hawaii.goV

the HePS; and work with
Contractor to improve the system

Mara Smith and

Bonnie Kahakui

587-4702

Contractor —
SicommNet

IAdvise on departmental setup;
provide training and technical
assistance to system
administrators, approvers, and
buyers; and follow-up with
\vendors and provide technical
assistance

Contact the State

Procurement
Office
Mara Smith and

Bonnie Kahakui

mara.smith@hawaii.gov
587-4704

bonnie.a.kahakui@hawaii.goV
587-4702

IDivision/Office
HePS
Coordinator

Serve as focal point to receive
information from DAGS HePS
Departmental Administrator and
disseminate to buyers and
approvers in the division/office;
and inform departmental
administrator of any user
changes, approval routes,

etc. immediately

Identify

coordinator on

http://dagsnet.higov.net/fiscal/pph/heps.html
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DETAILED EXPLANATION
What is the HePS:

An electronic procurement (e-procurement) system for issuing and responding to solicitations via
the Internet. HePS does the following:

m Vendor Registration

m Electronic Solicitation

m Notification of Vendors by e-mail

m Electronic Vendor Response

m Electronic Notice of Award

m Records and reports kept in one place
m Searchable

Why HePS Must Be Used:

We must be open and transparent (everyone has a right to know), fair (everyone has a right to
compete), and accountable (everyone must follow established rules consistently) in our procurement
of goods, services and construction.

When Do We Have to Use the HePS:

Small purchase request for quotes for goods, services and construction as a result of the following
rules:

m Act 283, SLH 2006

Amended HRS 103D-305(c) by increasing the small purchase threshold from less than
$25,000 to less than $50,000 provided all purchases between $25,000 to less than $50,000
are issued via e-procurement.

m Hawaii Administrative Rules 3-122-78

Effective July 1, 2007, small purchase procurements of $25,000 to less than $50,000 shall
be made through an electronic procurement system.

m Procurement Circular 2006-07 Amendment 1 (June 29, 2007)

Requires executive departments to utilize HePS for small purchases $15,000 to less than
$50,000 and also requires obtaining the compliance documents (DOTAX Form A-6, DLIR
Form LIR#27, and DCCA Certificate) for small purchases $15,000 to less than $50,000 to
verify vendor compliance with statutes.

Not used for price and vendor lists; 103D-306 (Sole Source); 103D-307 (Emergency); for purchases
$50,000 or more; and if other procurement methods such as Competitive Sealed Bids (HRS §103D-
302), Competitive Sealed Proposals (HRS 8103D-303), and Professional Services (HRS §103D-304)
are used for purchases less than $50,000.

http://dagsnet.higov.net/fiscal/pph/heps.html 8/29/2011
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About HePS:

m The contractor for HePS is SicommNet, an application service provider.

m HePS is Internet-based, no software to download. You can access it from anywhere.

m HePS is used by other government entities on the mainland.

m HePS is self-funded (no fees are paid by the State) and instead vendors who are awarded pay

SicommNet a fee of .85% of the award.

There is no fee for vendors to register or bid.

m The HePS Purchase Order Summary is a replacement for the SPO Form 10 (Record of
Procurement).

How Vendors Can Register:

Go to www.spo.hawaii.gov, click Hawaii Electronic Procurement (HePS). It is a simple 7 step
process and vendors must download the 7 step walk-through first.

The State Procurement Office's HePS Website Link:
http://www.spo.hawaii.gov/eprocurement/heps
Contact Information for Help

State Procurement Office (SPO):

Mara Smith, phone: 587-4704 mara.smith@hawaii.gov
Bonnie Kahakui, phone: 587-4702 bonnie.a.kahakui@hawaii.gov

DAGS-Administrative Services Office

Management Analyst, (DAGS HePS Departmental Coordinator), phone: 586-0699
(Contact SPO if you have questions related to the use of the HePS)

The Department of Accounting and General Services — Administrative Services
Office's HePS Procedures and Forms

I. DAGS' Divisions, Staff Offices, and Attached Agencies Not Currently Participating
in the HePS

A. Contact the Business Management Officer to schedule a meeting so that the DAGS-
Administrative Services Office (ASO) can provide an overview of the HePS and
explain the roles and responsibilities, etc., similar to the topics that were covered in
the attached HePS Implementation Kickoff Meeting on March 16, 2007.
B. Complete the following forms (electronic forms available at the end of this section):
m Form No. 1 — HePS Department Users (Buyers and Approvers)
m Form No. 2 — Delivery Points for HePS (Where Goods Will Be Delivered)
m Form No. 3 — Billing Points for HePS ( Where Invoices To Be Sent)

C. ldentify the Division/Office Coordinator on the Form No. 1

http://dagsnet.higov.net/fiscal/pph/heps.html 8/29/2011
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D. After the forms are submitted to the ASO, attention: HePS Departmental
Coordinator, the Departmental Coordinator will input the information into the HePS.

I1. New HePS Users

A. New users including approvers, must first attend the State Procurement Office's
(SPO) Small Purchases/HePS class which is a prerequisite to the "HePS 100 & 100A —
HePS Basic User Training (Buyer/Approver)" class. New users may register at the
following SPO Training Website:

http://www4.hawaii.gov/spoh/tng/wkshpRegistrationOl.asp

B. After the new HePS user attends the Small Purchases/HePS class, the Division/Office
Coordinator will inform the Departmental Coordinator that the new user has
attended the training and the Departmental Coordinator will then register the new
user into the next available HePS Basic User Training (Buyer/Approver) class.

Il11. Changes in Personnel Affecting the HePS

A. A new Form No. 1 must be submitted whenever there are changes in personnel
affecting the HePS. If an existing HePS user terminates their employment, the
Departmental Coordinator will deactivate the HePS logon/password after notification
by the Division/Office Coordinator.

Note: Because of the financial importance and sensitive nature of the
HePS, it is very important that a revised Form No. 1 is submitted
immediately for any staff changes that affects the HePS. The approver
of the solicitation and/or award has to be current since it is just as
important as your signature list of persons authorized to sign purchase
orders.

B. If an office wants to add new users, prepare and submit an amended Form No. 1 to
the Departmental Coordinator who will input the new user into the HePS and above
steps I1A. and IIB. will be repeated. The Form No. 1 should include all of the current
users and must be approved by the Program Administrator.

IV. Advance Training for Existing HePS Users

A. Existing HePS users may register directly with the SPO for any HePS advance classes
offered by the SPO. Currently they are offering three advance classes, "HePS 101 —
HePS Refresher Training (for users who have already attended the Basics class)",
"HePS 102 — HePS Help Clinic" and "HePS 200 — Beyond the Basics for Buyers" at
the following website:

http://www4.hawaii.gov/spoh/tng/wkshpRegistration20.asp
V. Contact Information

A. DAGS HePS Departmental Coordinator — Point of contact for all issues (departmental
implementation; sets up new users and approval routes; training, etc.) except how to
use the HePS

B. State Procurement Office — Contact them directly on any questions/problems on how
to use the HePS including vendor registration

Attachments: Download Now

http://dagsnet.higov.net/fiscal/pph/heps.html 8/29/2011
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DAGS HePS Implementation Kick-Off Meeting, March 16, 2007

HePS User Responsibilities and General Information (rev. 6/30/08)

Filled-in Sample Forms:
m Form No. 1 — HePS Department Users (Buyers and Approvers)
m Form No. 2 — Delivery Points for HePS (Where Goods Will Be Delivered)
m Form No. 3 — Billing Points for HePS (Where Invoices To Be Sent)

m Blank Forms No. 1, 2, 3

m Form No. 1 — HePS Department Users (Buyers and Approvers)
m Form No. 2 — Delivery Points for HePS (Where Goods Will Be Delivered)
m Form No. 3 — Billing Points for HePS (Where Invoices To Be Sent)

http://dagsnet.higov.net/fiscal/pph/heps.html 8/29/2011
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Encumbrance Policies and Procedures

ENCUMBRANCE POLICIES AND PROCEDURES

(FOR PURCHASE ORDERS, PAYROLL, PCARD, CONTRACTS, LAND ACQUISITION,
AND INCOMPLETE PROJECT ENCUMBRANCES FOR CAPITAL IMPROVEMENT

wn

PROJECTS)
NEW MATERIALS — AUGUST AND SEPTEMBER 2010

DAGS General Purchase Order Process Specific to DAGS-Oahu Divisions pal

State of Hawaii General Purchasing Order Cycle Flowchart "
August 24, 2010 Memorandum, Administrative Services Office (ASO) New Contract

Encumbrance Processing Procedures "
HIGHLIGHTS OF THIS SECTION

Encumbrances generally are obligations in the form of purchase orders, contracts, or other
such commitments that do not become liabilities until performance of the conditions stated
in the commitment. For example, when we place an order and a purchase order is issued, it
becomes our obligation to acquire the goods, services, or construction from that

vendor. After the vendor provides us with the goods, services, or construction, it becomes a
liability until the vendor is paid.

For financial reporting purposes, recording of encumbrances properly reflect the obligations
of the State as of a particular date. It informs readers of the State's financial statements that
funds have been set aside to honor the commitment to purchase the goods, services, or
construction from the vendor.

By encumbering the funds, the operating and Capital Improvement Project (CIP)
appropriations/allotments will not be reverted (quarterly reversions of operating funds) or
lapsed at the statutorily lapsed date.

The following table summarizes the types and methods of encumbrances, the required
documentations, and the approximate submission deadlines to the DAGS-Administrative
Services Office:

Printable PDF Version (Landscape)

http://dagsnet.higov.net/fiscal/pph/encumbrance.html

Types and Required Documentation Deadline to the

Methods of Administrative Services Office

Recording (ASO)

Encumbrances
Purchase order 1.) Typed PO, 2) with supporting 1) Submitted at time of ordering of
(PO) documentation/approvals if applicable, andjgoods and services and
3) valid vendor code established in FAMIS. [construction, or 2) Monthly — the

(Also refer to 24th of each month except for
Section IV — Early June, or 3) June, fiscal year
Cancellation of ending — Approx. 7 to 8 working
Prior Year days before June 30.
Operating Fund

Page 1 of 10
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Claims
Encumbrance)
Payroll List detailing the employees last four digits |JASO to prepare and submit to

of social security number and
amount. ASO to prepare list and
Encumbrance Advice, SAFORM C-06

DAGS-Accounting Division by the
due date of July 15 as a blanket
encumbrance.

Purchasing Card
(pCard)

IASO will submit the documentation from
PVS Net (transaction date, post date,
vendor, amount, appropriation, and
llocation code) provided there is sufficient
allotment (cash, if necessary) using
Encumbrance Advice, SAFORM C-06

Fiscal year end only, ASO to
prepare and submit to DAGS-
IAccounting Division by the due
date of July 15 as a blanket
encumbrance.

Contract (Except
for the Public
\Works Division
and the State
Procurement
Office)

1) Checklist Transmittal Form-original, 2)
Transmittal Memorandum-original, 3)
Batch Slip-original, 4) Contract Input-
original + 4 copies, 5) Fully executed
contract, use AG forms-copy, 6) attach
appropriate checklist items including
compliance documents, 7) necessary
approvals, and 8) sufficient
appropriation/allotment (cash, if
necessary).

1) Monthly — the 24th of each
month except for June, 2) June,
[fiscal year ending — Approx. 5
working days before June 30.

Land acquisition

If applicable to DAGS as a blanket
encumbrance, see below for detailed
explanation

If applicable, submit to DAGS-
Accounting Division by the due
date of July 15 as a blanket
encumbrance.

Incomplete project
for CIP
appropriations

Applicable to DAGS-Public Works Division
only as a blanket encumbrance, refer to
detailed explanation section below

Applicable to DAGS-Public Works
Division only as a blanket
encumbrance, refer to detailed
explanation section below

Method of
Encumbrance

Blanket

(Also refer to:
Section IV — Early
Cancellation of
Prior Years
Operating Fund
Claims
Encumbrance and
Section V — Early

Encumbrance Advice, SAFORM, C-06 with
1) For Payroll — ASO prepares detail list of
payroll information (last four digits of
social security number and amount), 2) For
pCard — ASO to prepare documentation,

3) For unexecuted contracts, refer to
section I11.E. below for required
documentation for blanket claims
encumbrance for different types of
contracts and 4) For CIP appropriations —
Signed statement including evidence that
he conditions in items I1.F.1. and I1.F.2.
|;re met, cost categories breakdown, Act

http://dagsnet.higov.net/fiscal/pph/encumbrance.html

1) Quarterly — For payroll only,
ASO to prepare and submit to
DAGS-Accounting Division by the
due date. 2) June, fiscal year
ending — Approx. July 10 from
Divisions or ASO to prepare and
submit to DAGS-Accounting
Division by the due date of July 15.
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Cancellation of and item number of the appropriation,
Prior Years CIP appropriation title, appropriation symbol,

Claims dollar amount, and reason or justification
Encumbrance) or the claims encumbrances,
DETAILED EXPLANATION
I. Encumbrances

Generally, encumbrances are obligations in the form of purchase orders, contracts, or other
such commitments that do not become liabilities until performance of the conditions stated
in the commitment. By encumbering the funds, the operating and Capital Improvement
Project (CIP) appropriations/allotments will not be reverted (quarterly reversions of
operating funds) or lapsed at the statutorily lapsed date. The general features of
encumbrances are:

A.

B.

Encumbrances reserve an appropriation (or a portion of an appropriation) to cover
obligations or commitments that have been incurred against the appropriation.
Encumbrances are not firm liabilities, but are converted to liabilities upon
performance of the acts required by the obligations or commitments (such as delivery
of goods and services).

Encumbrance obligations or commitments are not merely anticipated future
expenses, but are enforceable rights that bind the parties involved to complete a
transaction based on proper performance of the acts called for by the obligation or
commitment.

I1. Various Types and Methods of Encumbrances

A.

Purchase order encumbrances — Obligations incurred through issuance of a purchase
order (PO) authorizing the delivery of goods or the rendering of services for a stated
payment. The PO encumbrance is recorded by the transaction code 621. A PO
encumbrance is supported by a copy of an issued purchase order signed by the
ordering program, and any applicable supporting documentation/approvals.

Payroll encumbrances for time worked — Payroll encumbrances for time worked are
actual liabilities to employees for time that has been worked but not paid for as of a
particular recording date. A payroll encumbrance for time worked is supported by
the department's/program's detailed list (ASO prepares list at year end based on the
D-55, Individual Time Sheet) including the employees' last 4 digits of their social
security numbers and the amounts due to each of the employees but unpaid as of a
particular recording date.

Purchasing Card (pCard) — PCard encumbrances will be processed by the ASO for
transactions posted in PVS Net with a transaction date of June 30 or prior and a post
date of July or prior for lapsing operating accounts, provided there is sufficient
allotment (and cash, if necessary) to cover the encumbrance. These transactions
should be updated in PVS Net by July 10 to reflect the appropriate account
information.

. Contract encumbrances — Obligations incurred under a contractual agreement to pay

for performance of acts required by the agreement. The initial contract encumbrance
is recorded by transaction code 631. A contract encumbrance is supported by a fully
executed contract.
Encumbrances for land acquisitions — Include any of the following:

1. An obligation incurred as the result of a written offer to a landowner.

2. An obligation incurred as the result of a court deposit on a land purchase.

http://dagsnet.higov.net/fiscal/pph/encumbrance.html 8/29/2011
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3. A commitment to acquire land as a necessary element in completion of a
project for which funds are encumbered under purchase order or contract.

4. A commitment to relocate the tenants who occupy the land which has been
purchased.

An encumbrance for land acquisition is supported by either a) purchase order; b)
contract; ¢) copy of a written offer; d) copy of court documents indicating that land
acquisition is under litigation; e) signed statement that there is a commitment to
acquire land as a necessary element in completion of a project that has been
encumbered; f) copy of a letter from the Attorney General indicating the probable
settlement amount; or g) copy of a letter from the expending agency including
relocation information.

F. Incomplete project encumbrances for Capital Improvement Projects (CIP)
Appropriations — Encumbrances of estimated project costs may be recorded without
issuing a purchase order or executing a written agreement if both the following
conditions are met:

1. The appropriation to be charged with the encumbrances was made by the
Legislature in terms of providing for completion of a project or a portion, and
not in terms of providing for operations of a fiscal period.

2. The encumbrance of the estimated project costs (including costs relating to
works of art as provided in Section 103-8, HRS) for the specific cost element
(plan, land acquisition, design, construction, and equipment) of an
appropriation is necessary to fulfill a commitment of the State to another
party who has enforceable rights against the State.

Incomplete project encumbrances are supported by the programs signed statement
incorporating the following information: a) Evidence that the conditions in 1. and 2.
above are met and b) Details of costs by categories (personal services of State
employees or non-State providers; other current expenses; and contract
construction).

G. Blanket Encumbrances — A method of recording encumbrances other than a purchase
order and a contract. Blanket encumbrances are recorded in the central accounting
records by DAGS Accounting Division only at the end of a quarter or fiscal year, and
in the case of CIP appropriations as of the lapse date. It is recorded by transaction
code 623 with the appropriate object codes.

1. A blanket encumbrance for payroll is supported by a detail list of payroll
information (last four digits of their social security number and amount) and
the submission of an Encumbrance Advice, SAFORM C-06.

2. Ablanket encumbrance for pCard is supported by a detail list from PVS Net
(transaction date, post date, vendor name, amount, appropriation, location
code) and the submission of an Encumbrance Advice, SAFORM C-06.

3. Ablanket encumbrance for unexecuted contracts is supported by evidence for
various types of procurement methods that by the end of a quarter or June 30
for the following:

a. Competitively sealed bidding — bid tabulation sheets opened on or
before the end of a quarter or June 30 that reflect all bidders and their
proposed amounts

b. Competitive sealed proposals — the intent to award letter containing
the amount of the proposal dated on or before the end of the quarter or
June 30

c. Professional services — the intent to award letter containing the
amount of the proposal dated on or before the end of the quarter or
June 30 and the selection committee's ranking that is sent to the head
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of the purchasing agency. If the ranking does not contain prices, the
intent to award letter must contain the amount of the proposal

d. Sole source — the State Procurement Office's approved form (SPO-01)
dated on or before the end of the quarter or June 30 which contains
the vendor and the amount.

4. Ablanket encumbrance for CIP appropriations is supported by the submission
of the Act and item number of the appropriation; appropriation title;
appropriation symbol; dollar amount; reason or justification for the claims
encumbrances; and an Encumbrance Advice, SAFORM C-06.

IMPORTANT — No encumbrance can be recorded against an appropriation as of
the end of a month, quarter or other fiscal period, or as of a particular lapse
date, unless there are available funds (allotment and cash if applicable) in an
operating account and for a CIP appropriation, unless there is sufficient
allotment balance or the signed allotment has been received by the Comptroller
as of that date.

Click on website link below for more information on the State of Hawaii Accounting Manual-
Volume I1, Section 470 at: http://aarc.hawaii.gov/accounting-manual/vol-11/Section%
20470%20Encumbrance%20Policy%20and%20Procedure.pdf

I1l. Submission Deadlines to DAGS-Administrative Services Office (ASO)

Note: This section should not be confused with sections IV. and V. related to the
extension of a prior years encumbrance

A. Purchase Order Encumbrances
1. A PO should be prepared and submitted for recordation at the time the
obligation is incurred, e.g., when the item is ordered and the purchase order is
issued. The use of a confirming PO (issuance of a PO upon receipt of invoice)
should be kept to a minimum.
2. Deadline:

a. Monthly — The 24th of each month (except for June, the fiscal year
ending month) with the appropriate supporting
documentation/approvals. Note: The vendor code must be
established in FAMIS before the encumbrance can be recorded.

b. Fiscal year ending — Approximately 7 to 8 working days before year
end (June 30). Refer to current memo, "Deadline for Submission of
Documents for Encumbrances and Payment for Fiscal Year Ending
June 30, 20XX" issued by the ASO in early May for the actual deadline
date. Note: The vendor code must be established in FAMIS before the
encumbrance can be recorded.

3. Required Documentation:

a. A purchase order with a valid vendor code and the appropriate
documentation e.g. SPO Form 10, T-204, Business Management
Officer/Comptroller's approval, etc.

B. Payroll Encumbrances
1. See below, section 111.E., Blanket Encumbrance
C. PCard Encumbrances
1. See below, section I11.E., Blanket Encumbrance
D. Contract Encumbrances Except for the Public Works Division and the State
Procurement Office
1. Copies of contracts and agreements entered into and chargeable to that
quarter or year
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2. Deadline:

a. Monthly — The 24th of each month (except for June, the fiscal year
ending month) with the appropriate supporting
documentation/approvals. Note: The vendor code must be
established in FAMIS before the encumbrance can be recorded.

b. Fiscal year ending — Approximately 5 working days before year end
(June 30). Refer to current memo, "Deadline for Submission of
Documents for Encumbrances and Payment For Fiscal Year Ending
June 30, 20XX" issued by the ASO in early May for the actual deadline
date.

3. Required Documentation:

a. A fully executed contract (one copy of the fully executed contract + one
or two copies of the first page of the contract if divisions/offices want
extra copies) must be in a form approved by the State Attorney General
with the required attachments. Use the appropriate AG-001 to 005
and AG-008 to 016 forms that is available on the State's website at:
http://www4.hawaii.gov/StateForms/Internal/ShowlInternal.cfm.

b. Checklists of required attachments for various types of contracts - See
attached ASO's memorandum dated August 24, 2010 at website link:
http://dagsnet.higov.net/fiscal/pph/encmemo08-24-2010.pdf.

c. Verify that the contract is a proper charge against the appropriation
from which the funds are being encumbered and the funds availability
should be checked prior to submitting encumbrance requests, since
insufficient funding will result in processing delays.

d. All required documents including necessary approvals are obtained
prior to submission, e.g. Governors approval.

e. All completed contract encumbrance forms (including those
being submitted to State Procurement Office, Purchasing
and Supply Division per their request) with the contract
documents, as applicable, should be routed through the
ASO. This will allow ASO's review of the contract documents
for completeness and for possible coding errors on the
forms.

E. Blanket Encumbrances

Payroll Encumbrances

1. Deadline
a. Quarterly — If applicable, ASO will process the encumbrance request to
DAGS-Accounting Division as a blanket encumbrance by the due date.
b. Fiscal year ending — If applicable, ASO will process the encumbrance
request to DAGS-Accounting Division as a blanket encumbrance by
July 15.
2. Required Documentation:
a. ASO to submit payroll encumbrance
m Encumbrance Advice, SAFORM, C-06
m A detail list of payroll information (last four digits of social
security number and amount) for time worked and unpaid as of
the particular recording date. The detailed list must agree with
the summary listing on the Encumbrance Advice, in total.
m For the year-end payroll encumbrances only, payroll
encumbrances for each appropriation account must be
established on a separate Encumbrance Advice (original and
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one copy) with the Advice Number based on the appropriation
account symbol.

PCard Encumbrances

1. Deadline
a. Monthly — Not applicable
b. Fiscal year ending — ASO will process the encumbrance request to
DAGS-Accounting Division as a blanket encumbrance by July 15,
provided there is sufficient allotment (and cash, if necessary) to cover
the encumbrance.
2. Required Documentation:
a. Encumbrance Advice, SAFORM, C-06
b. ASO to submit pCard encumbrance and these transactions should be
updated by the programs in PVS Net by July 10 to reflect the
appropriate account information.

Unexecuted Contracts — When a contract or agreement is not fully executed before 5
working days before yearend (June 30) and therefore cannot meet the normal ASO's
contract encumbrance deadline, the following methods of source selection may be

included as a blanket encumbrance provided certain documentations are submitted:

a. Competitive sealed bidding

b. Competitive sealed proposals

c. Professional services

d. Sole source procurement

1. Deadline:

a. Quarterly — Generally not applicable, but may be submitted on a case-
by-case basis, approximately five working days after quarter ending
month except for June.

b. Fiscal year ending — Approximately July 10. Refer to current memo,
"Encumbrance Submission Deadline Comptroller's Memorandum
No. 20XX-XX" issued by the ASO in late May or early June for the
actual deadline date.

2. Required Documentation:

a. Encumbrance Advice, SAFORM C-06

b. Competitive sealed bidding — 1) Bid tabulation sheets opened on or
before the end of a quarter or June 30 that reflect all bidders and their
proposed amounts or 2) Recommendations of contract awards for bids
opened on or before the end of the quarter or June 30 will be accepted.

c. Competitive sealed proposals — The intent to award letter containing
the amount of the proposal dated on or before the end of the quarter or
June 30.

d. Professional services — The intent to award letter dated on or before
the end of the quarter or June 30 and the selection committee's
ranking that is sent to the Comptroller (head of the purchasing
agency). If the ranking does not contain prices, the intent to award
letter must contain the amount of the proposal.

e. Sole source — State Procurement Office's approved form (SPO-01)
dated on or before the end of the quarter or June 30 which contains
the vendor and the amount.

CIP Appropriations

1. Deadline:
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a. Monthly — Not applicable
b. Fiscal year ending — Approximately July 10. Refer to current memo,
"Encumbrance Submission Deadline Comptroller's Memorandum
No. 20XX-XX" issued by the ASO in late May or early June for the
actual deadline date.
2. Required Documentation:
a. Encumbrance Advice, SAFORM C-06
b. A signed statement incorporating the following information:
i. Evidence that the conditions in item I1.F.1. and I1.F.2 are met
ii. Details of cost by categories (personal services of State
employees or non-State providers; other current expenses; and
contract construction).
c. Adetail list of the Act and item number of the appropriation;
appropriation title; appropriation symbol; dollar amount; and reason
or justification for the claims encumbrances.

IV. Operating Fund — Annual Review in December — Early Cancellation of Prior Year
Operating Fund Claims Encumbrances (Refer to the attached Comptroller's
Memorandum No. 2007-26, dated November 21, 2007 for details at website
link: http://hawaii.gov/dags/cm/memo/CM2007-26.pdf)

A. All prior year operating funds claims encumbrances (purchase orders, blankets, and
payroll blankets) recorded as of June 30 of the prior fiscal year will be cancelled and
the related appropriation balance lapsed, if the encumbrances have not been
expended by the close of business of December 31, 20XX (six months after end of
prior fiscal year) except for the following:

1. An encumbrance will be considered active and will be automatically extended
if it meets both of the following conditions:
a. Last activity date of the encumbrance is after August 1, 20XX
b. The total payment against the encumbrance is more than 50% of the
encumbrance.

B. Any claims encumbrance not meeting both conditions as of December 31, 20XX (six
months after end of prior fiscal year) will be considered inactive and will be cancelled.

C. Encumbrances that are paid by journal vouchers using transaction code 804 will not
be automatically extended even if both conditions are met. Therefore you must
request an extension for these encumbrances.

D. Extension requests must also be submitted for federal and trust fund encumbrances
that do not meet both conditions above, but whose conditions of funding prohibit
cancellation of the encumbrances.

E. Submission Requirements to Extend Encumbrances Not Meeting the Above Criteria:

1. Requests submitted to the Comptroller through DAGS Accounting Division
(not the Administrative Services Office) by mid-December, approximately by
the 10th working day in December. Refer to the most current Comptrollers
Memorandum issued in November for the actual deadline.

2. Include the following approved/disapproved signature sections in the memo:

APPROVAL <= DISAPPROVED

WAYNE M. HORIE, DAGS Accounting Division Administrator

Dated:
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APPROVAL < DISAPPROVED

RUSS K. SAITO, State Comptroller

Dated:

3. Include an encumbrance listing that is by fund, followed by appropriation
account number in numerical order, purchase order number or encumbrance
advice number (blanket) and applicable suffix (in numerical order), vendor
name, balance amount, and the reason for the extension.

V. CIP Funds — Extension On or Before April 30 — Cancellation of Prior Years Claims
(Non-Contract) Encumbrances In All CIP Appropriations (Refer to the attached
Special Distribution Memorandum No. 2008-4, dated April 14, 2008 for details)

A. All prior years CIP claims (non-contract) encumbrances that have remaining balances
outstanding past their appropriation lapse dates will be cancelled unless an extension
of time is requested and granted by the State Comptroller/DAGS-Accounting
Division. Requests for extension are due to the ASO approximately two to four
working days before April 30 for submission to the DAGS Accounting Division by
April 30, 20XX.

B. All CIP claim encumbrances not requested for extension will be cancelled.

C. Requests to extend CIP claim encumbrances for State personnel will not be allowed if
these payroll costs are budgeted in the current year's CIP staff costs appropriations.

D. CIP claims encumbrances can only be extended for three years after the lapse date of
the appropriation.

E. Submission Requirements

1. Requests submitted to the ASO approximately two to four working days before
April 30. A memorandum requesting an extension to the Comptroller through
DAGS Accounting Division is required. Include the following
approved/disapproved signature sections in the memorandum:

APPROVAL < DISAPPROVED

WAYNE M. HORIE, DAGS Accounting Division Administrator

Dated:

APPROVAL DISAPPROVED
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RUSS K. SAITO, State Comptroller

Dated:

2. For CIP Purchase Order Encumbrance — An extension list must be submitted
with the memorandum and shall include in the following order: fund,
appropriation symbol (in numerical order), purchase order number and suffix
(in numerical order), vendor name, balance amount, and the reason for the
extension.

3. For CIP Blanket Encumbrance — In addition to the memorandum, a detail list
provided by DAGS-Accounting Division must be completed/updated to
include the most recent balance that is required and also not required. Refer
to sample (WHOS8 — Blanket Claims Encumbrance Recorded in FAMIS
Against CIP Appropriation Accounts)

V1. Contact Information for Help for DAGS' Divisions/Offices/Attached Agencies
Users Only

DAGS-Administrative Services Office

Accountant V at 586-0701 or Accountant Clerk V at 586-0672

VIIl. Attachments Download Now

ASO's May 13, 2008 Memo with Comptroller's Memorandum No. 2008-08

ASQO's May 7, 2008 Memo

Comptroller's Memorandum No. 2008-0

Special Distribution Memorandum No. 2008-03

ASO's November 23, 2007 Memo with Comptroller's Memorandum No. 2007-26

ASO's May 17, 2005 Memo with Comptroller's Memorandum No. 2005-12. Refer to

ASO's memorandum dated August 24, 2010 for new DAGS' internal

contract procedures.

ASO's May 28, 2004 Memo

. Sample form prepared by the Accounting Division for the extension of CIP Blanket
Claims Encumbrance

I. State of Hawaii Accounting Manual, Section 470: Encumbrance Policy and Procedure
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FORWARD

We thank the staff of the Department of Accounting and General Services’ Administrative
Services Office for developing this procurement and payment handbook.

This handbook is provided as a resource to other departments for information purposes.

Each department is responsible to follow the accounting and internal control policies and
procedures as presented in the State’s Accounting Manual, Comptroller’s Memorandums,
Procurement laws, rules, regulations, policies, circulars, procedures, and the department’s
own internal policies and procedures. The following handbook is another resource to
assist departments initiate, authorize, record, process, and report financial data reliably in
accordance with the State of Hawaii’s established accounting policies and procedures.





