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SUBJECT:
Executive Order to Reduce Costs
Last Friday, the Governor issued Executive Order.2008-011 that directs all Cabinets and agencies to implement cost savings measures.  You have already received guidance from the Personnel Cabinet concerning plans to reduce the state workforce through attrition.  This memorandum addresses those other cost savings measures that will be monitored by the Finance and Administration Cabinet.
In this regard, the Executive Order mandates the following cost-saving measures:

1) All new contracts must be justified as essential to the delivery of services and must demonstrate that the service cannot be provided with existing personnel.  All existing contracts shall be reviewed for cost savings and potential elimination.  The Finance Secretary must approve all new and amended contracts;

2) A moratorium has been placed on all purchases of furniture and equipment by state agencies.  Agencies with critical needs must justify those needs to the Finance Secretary, who may approve exceptions if conditions warrant;
3) State agencies are directed to review their inventories of state owned assets such as real property, equipment, furniture, and vehicles, and to work with the Finance Cabinet’s Division of Surplus Property as to dispose of surplus property;
4) The Finance Secretary is directed to work with all state agencies to identify strategies to reduce or mitigate increasing utility costs; and

5) All out-of-state travel must be approved by the Finance Secretary.

Items 1 and 2 above will be managed by an Exceptions Committee, which will operate under the direction of the Secretary of Finance.  Although the processes followed by the agencies in requesting approvals are largely unchanged; the scrutiny applied by the Finance Cabinet in approving requests will be heightened.
The committee will be reviewing most agency requests to acquire goods, services, or leased space.  Updated guidance will be provided on the types and amounts of contracts and purchases that must be submitted, and the justification that must be provided.  The committee will evaluate the documented necessity of the purchases in relation to the programmatic needs described, the reasonableness of the costs, and the method of procurement (sole source, on existing contract, small purchase, requisition for bidding, etc.).  For instance, requests to buy furniture are normally referred to the Division of Surplus Property or Kentucky Correctional Industries for fulfillment.  The committee will also be involved in reviews of existing contracts and purchases from established master agreements.  Agencies may be contacted to provide information to support those reviews.  
Requests for approval of non-computer purchases shall be in the form of a letter signed by the requesting Agency Head or Cabinet Secretary to Gina Jesse, Finance Cabinet/Office of Procurement Services via fax (502) 696-5779 or by e-mail (Gina.Jesse@ky.gov).  Technology items should still be electronically submitted on the CAF (computer acquisition form) that has been established for this purpose.  The Exceptions Committee traditionally meets on Thursdays at 3 p.m. and requests must be received by noon on Wednesday.
Item 3 will require involvement from agency management to force a comprehensive analysis of assets that may be surplus to the Commonwealth’s needs.  It is unlikely that such a review has been undertaken for some time in most agencies.  The Finance and Administration Cabinet can assist in assessing the value and marketability of both real property and equipment items.  
Item 4 -- the Finance Cabinet is forming new strategies and a team of experts to assist agencies in reducing utility costs.  Both state-owned and leased locations are to be examined for economies.  Again, involvement and buy-in by agency leadership is critical to success in generating and sustaining savings in this area.  
Item 5 -- requests for out-of-state travel are to continue to be electronically submitted to the Office of the Controller in the Finance and Administration Cabinet through eMARS.   Guidance will be provided as to the information and justification required for consideration of the request.  In-state travel is the responsibility of each Cabinet Secretary under the Executive Order; however, procedures will be issued to assure restrictions are applied uniformly and effectively.  
If you have any further questions, please let me know.
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