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February 17, 2016

MEMORANDUM

TO: The Honorable David Y. Ige
Governor, State of Hawaii

FROM: The Honorable Douglas Murdock, State Comptroller

SUBJECT: Request for Preliminary Approval of Chapters 3-120,
3-122, and 3-130, Hawaii Administrative Rules

The Procurement Policy Board issued interim rules for the subject chapters, each of which has
been in effect ten days after its filing with the Lieutenant Governor’s Office. This memo is to
request to have these rules made permanent pursuant to the requirements of Administrative
Directive 09-01, regarding the adoption of administrative rules. The Department of Accounting
and General Services (DAGS) and the Procurement Policy Board (PPB) respectfully submits for
your preliminary approval the proposed amendments to Chapter 3-120, entitled “General
Provisions”, Chapter 3-122, entitled “Source Selection and Contract Formation”, and Chapter 3-
130, entitled “Inventory Management.”

Executive Summary of Changes.

Section 3-120 General Provisions.

• HAR §3-120-4, Procurements exempt from chapter 103D, HRS, amended
to reflect the PPB date of approval.

• Exhibit A, amended to reflect additional language and number six (6)
amended to remove “etc.”

Chapter 3-122, Source Selection and Contract Formation.

• Subchapter 3, Specifications: HAR §3-122-14, Exempted items, amended
to add language to exercise due diligence, be responsible, and act ethically
when preparing specifications for exempted items pursuant to HRS
sections 103D-102 and 103D-304.
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• Subchapter 7. Procurement of Professional Services, repeal §3-122-66,
Waiver to requirement for procurement of professional services.

Section 3-130. Inventory Management.

• Amended to align inventory accountability designations with statute and
making other inventory management clarification.

Enclosed are copies of the proposed rules in Ramseyer format. These rules were approved by
the Attorney General (AG) as to form.

The exact change to be made and reasons for the change.

Chapter 3-120 General Provisions, (Interim rules)

A. Section 3-120-4, Procurements exempt from chapter 103D, HRS
Interim rules. Amended paragraph (b) (e) and (g) to reflect the PPB date of
approval;

B. Exhibit A, HAR Chapter 3-120, first paragraph following the title. The board felt
additional language to be added, “notwithstanding remaining ethical
considerations in public procurement, as guided by relevant subsections in HRS
l03D-l0l and HAR 3-131-1.02:” to remind the public that State employees
are still bound by ethical and contractual responsibilities, regardless if their
procurement is exempt from the I 03D process.

C. Exhibit A, HAR Chapter 3-120, #6. Amended to remove, “etc.” The board felt
that leaving in “etc” would lead to confusion and ambiguity in the application of
the exemption. The use of “etc.” could give the perception that this exemption
can be expanded beyond its intended use.

Chapter 3-122, Source Selection and Contract Formation (Interim rules).

A. Section 3-122-14 Exempted items. Amended to add “However, all public
employees are responsible for adhering to remaining ethical considerations in
public procurement, as guided by relevant provisions in section 103D-101. HRS
and section 3-131-1.02.” The board felt it necessary to add clarity in the HAR that
regardless of being exempt from the Procurement Code, there are always ethical
and contractual requirements and State employees still have to do their due
diligence and be responsible.

B. Subchapter 7. Procurement of Professional Services, repeal §3-122-66, Waiver to
requirement for procurement of professional services. This section has been
invalidated by the Hawaii Supreme Court in Asato v. Procurement Policy Board
Hawaii, 2014.
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Chapter 3-130 Inventory Management (Interim rules).

Section 3-130 is amended to align inventory accountability designations with HRS §
1 03D- 1204, Others’ responsibilities. Specifically, inventory accountability is the
responsibility of the head of the department or the head of the board or commission,
agency, bureau, or office of the State shall be responsible for the accountability,
protection, maintenance, and proper use of all state property pertaining to their office
or department....”

A. Section 3-130-2 is amended for the definition of “Property custodian” as the head
of any board, commission, agency, bureau, or office of the State....” This
amendment is to clarify that inventory accountability is the responsibility of the
head of the department or the head of the board or commission, agency, bureau, or
office of the State.

B. Section 3-130-3 is amended to reflect the responsibility of the head of the
department, or the head of any board, commission, agency, bureau, or office of the
State.

C. Section 3-130-5(c) amendments are Non-substantial for clarity, consistency and
style.

D. Section 3-130-6(b)(c) is amended to reflect the responsibility of the head of the
department, or the head of any board, commission, agency, bureau, or office of the
State if there is a change in the designated property custodian.

E. Section 3-130-8(d) is amended to reflect the responsibility of the head of the
department, or the head of any board, commission, agency, bureau, or office of the
State.

F. Section 3-130-9(a) is amended to exclude weapons, works of arts, historical
treasures, patents, inventions, and copyrights, and real property from being
transferable to other state departments or agencies. DAGS-State Foundation
Culture and Arts division maintains full control of works of arts and historical
treasures. In HAR section 3-130-2 definition of equipment, weapons and real
property are excluded, and for patents, inventions, and copyrights it makes little
sense to transfer these properties freely between agencies because the state already
owns the rights.

G. Section 3-130-10 is amended to reflect the responsibility of the head of the
department, or the head of any board, commission, agency, bureau, or office of the
State.
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H. Section 3-130-10(a) (2)(D) and (a)(3) amendments are Non-substantial for clarity,
consistency and style.

I. Section 3-130-1 1 is amended to reflect the responsibility of the head of the
department, or the head of any board, commission, agency, bureau, or office of the
State.

J. Section 3-130-12 is amended to reflect the responsibility of the head of the
department, or the head of any board, commission, agency, bureau, or office of the
State.

2. Manner in which the proposed amendment of the rule would affect the operations or
programs of the department or agency in terms of responsibilities, functions, activities, and
inter-relationships, both internal and external.

Chapter 3-120 General Provisions. The proposed amendments will clarify the procurement
rules for the purchasing agencies.

Chapter 3-122 Source Selection and Contract Formation. The proposed amendments will
add clarity in the HAR that regardless of being exempt from the Procurement Code, there are
always ethical and contractual requirements.

Chapter 3-130 Inventory Management is amended to align inventory accountability
designations with HRS § 103D-1204 and for providing clarity, consistency and style.

3. final results to be expected by instituting the proposed adoption of the rules.

The results would be greater program improvement by the adoption of the proposed rules,
consistent with existing procurement statutes.

4. Program and financial impact on the state of the adoption of the rules.

No significant program or financial impact is anticipated by the adoption of the proposed
rules.

5. Long and short-term impacts on the public, on economic growth and the economy of the
State.

Not applicable.

6. Other alternatives explored in attempting to resolve the problem or situation.

No other alternatives were considered.

7. A determination as to whether the proposed amendment will affect small business.



The Honorable David Y. Ige
February 17, 2016
Page 5

In October 2015, the State Procurement Office (SPO) submitted the Pre-Public Hearing
Small Business Impact Statements for HARs for HAR 3-120; 3-122, and 3-130 to the Small
Business Regulatory Review Board (SBRRB). The chairperson of the SBRRB, had
determined the amended rules had no impact on small business.

Section 3-120-4 and Exhibit A, Section 3-122-14 and -66, and Chapter 3-130, are currently
approved interim rules for 18-month periods. These sections were effective on November 10,
2014. However, these chapters must proceed through the public hearing process to become
permanently effective, prior to the expiration of the 18-month interim rule effective period, May
10,2016.

Our point of contact is Kevin Takaesu, State Procurement Office, phone 586-0568.

We respectfully request your approval to proceed with a public hearing on this rule amendment.

End.

cc: Director of Budget and Finance
Director of Business, Economic Development & Tourism

,~, APPROVED D DISAPPROVED TO PROCEED WITH PUBLIC HEARINGS

______________________ - I ~
DAVID \~IQE,~9’VE R Date



DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES

Amendments to Chapter 3-120
Hawaii Administrative Rules

PPB ADOPTION DATE

Historical Note: This amendment of section 3-120-4,
Hawaii Administrative Rules and Exhibit A, replaces
interim rules effective 10/31/2014 (file no. 3121)

1. Section 3-120-4, Hawaii Administrative
Rules, is amended to read as follows:

“3-120-4 Procurements exempt from chapter 103D,
HRS. (a) Notwithstanding the intent of chapter 103D,
HRS, to require governmental bodies to procure their
goods and services through competitive bidding, it is
acknowledged that there may be situations where
procurement by competitive means is either not
practicable or not advantageous to the State.

(b) Exhibit A titled “Procurements Exempt From
Chapter lO3D, HRS” dated [03/17/2011,] 10/30/2014, is
located at the end of this chapter. This exhibit
provides a list of goods and services which the
procurement policy board has determined to be exempt
from chapter lO3D, HRS, because although such goods
and services may be available from multiple sources,
their procurement by competitive means would be either
not practicable or not advantageous to the State.

Cc) Chief procurement officers may request
periodic reports from the heads of purchasing agencies
of procurements made pursuant to subsection (b) . The
heads of purchasing agencies may be required to
include in their reports, descriptions of the process
or procedures the agency used to select the vendor
ensuring maximum fair and open competition whenever
practicable.

(d) Chief procurement officers may request that
additional exemptions be added to Exhibit A entitled
“Procurements Exempt From Chapter 1030, HRS” dated
[03/17,’20l1,] 10/30/2014, located at the end of this
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§3-120-4

chapter.
(e) The procurement policy board shall review

Exhibit A titled “Procurements Exempt From Chapter
1030, HRS11 dated [03/17/2011,] 10/30/2014, located at
the end of this chapter, annually or more frequently
as needed for amendments.

(f) Purchasing agencies making procurements
which are exempt from chapter 1030, HRS, are
nevertheless encouraged to adopt and use provisions of
the chapter and its implementing rules as appropriate;
provided that the use of one or more provisions shall
not terminate the exemption and subject the
procurement of the purchasing agency to any other
provision of the chapter.

fg) Purchasing agencies shall cite on the
purchase order or on the contract, the authority
waiver as “Exempt From Chapter 103D, HRS, pursuant to
section 3-120-4(b) (cite exemption number from
Exhibit A titled “Procurements Exempt From Chapter
1030, HRS” dated[03/17/2011,] 10/30/2014, located at
the end of this chapter), Hawaii Administrative
Rules”.” [Eff 12/15/95; am and comp 11/17/97; am and
comp 6/19/99; am and comp 6/9/01; am and comp
11/15/01; am and comp 11/8/02; am and comp 8/24/09; am
5/17/12; am ] (Auth: HRS §103D-102,
1030-202) (Imp: HRS §1030-102)

2. Material, except source notes, to be
repealed is bracketed. New material is underscored.

3. Additions to update source notes to reflect
these amendments are not underscored.

4. These amendments to chapter 3-120-4, Hawaii
Adninistrative Rules, shall take effect ten days after
filing with the Office of the Lieutenant Governor.
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I certify that the foregoing are copies of the
rules, drafted in the Ramseyer format pursuant to the
requirements of section 91-4.1, Hawaii Revised
Statutes, which were adopted on PPB ADOPTION DATE by
the Procurement Policy Board, pursuant to rulemaking
authority in chapter 91, Hawaii Revised Statutes, and
filed with the office of the Lieutenant Governor on

GREGORY LEE KING
Chairperson

Procurement Policy Board

DOUGLAS G. MURDOCK
State Comptroller

APPROVED AS TO FORM:

Deputy Attorney General
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Chapter 3-120

“EXHIBIT A”

PROCUREMENTS EXEMPT FROM CHAPTER 103D, HRS
10/30/2014

The following exemptions, pursuant to section 3-120-4,
HAR, have been determined to be exempt from chapter
103D, HRS, by the procurement policy board,
notwithstanding remaining ethical considerations in
public procurement, as guided by section 103D-101,
HRS, and section 3-131-1.02, HAR:

Exempt ion
Number Exemption

1. Research, reference, and educational
materials including books, maps,
periodicals, and pamphlets, which are
published or available in print, video,
audio, magnetic, or electronic form,
including web-based databases, and costs
associated with publication of articles in
scholarly journals;

2. Services of printers, rating agencies,
support facility providers, fiscal and
paying agents, and registrars for the
issuance and sale of the State’s or
counties’ bonds;

3. Services of lecturers, speakers, trainers,
facilitators and scriptwriters, when the
provider possess specialized training
methods, techniques or expertise in the
subject matter;

4. Services of legal counsel, guardian ad
litem, psychiatrists, psychologists,
receivers and masters when required by court
order;
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Exempt ion
Number Exemption

5. Insurance to include insurance broker
services;

6. New or used items which are advantageous and

available on short notice through an
auction, bankruptcy, or foreclosure [,ctc.J

7. Food and fodder for animals;

8. Facility costs for conferences, meetings,
and training sessions;

9. Advertisements in specialized publications,
such as in ethnic or foreign language
publications, trade publications, or
professional publications;

10. Arbitrator and mediator services;

11. Interpreter services;

12. Procurement of repair services when
dismantling is required to assess the extent
of repairs;

13. Burial services consisting of mortuary,
crematory, cemetery, and other essential
services for deceased indigent persons or
unclaimed corpses;

14. Radio and television airtime when selection

of station is based on the targeted audience

(i.e. ethnic or age group, gender, etc)

15. Subscription costs and registration or
workshop fees for conferences or training;

and

16. Court reporter services.
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DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES

Amendments to Chapter 3-122
Hawaii Administrative Rules

PPB ADOPTION DATE

Historical Note: This amendment of section 3-122-14,
and repeal of section 3-122-66, Hawaii Administrative
Rules, replaces interim rules effective 10/31/2014
(file no. 3121)

1. Section 3-122-14, Hawaii Administrative
Rules, is amended to read as follows:

“3-l22-l4 Exempted items. Purchasing agencies
are granted the authority to prepare specifications for
goods, services, and construction procured under
sections 103D-102 and 103D-304, HRS. However, all
public employees are responsible for adhering to
remaining ethical considerations in public procurement,
as guided by section 103D-101, HRS, and section 3-131-
1.02, HAR.” [Eff 12/15/95; comp 11/17/97; comp
03/21/2008; am (Auth: HRS

§103D-202, 103D-403) (Imp: HRS §103D-102, lO3D-304,
lO3D-403

2. Section 3-122-66, Hawaii Administrative
Rules, is repealed.

[“3 122 CC Waiver to rcquircmcnt for
procurement of profcssional aerviocs. (a) If the namcs
of lcss than thrcc qualified pcroons arc submittcd
pursuant to scction 103D 304(g), HRS, the head of the
purchasing may determine that:

(1) Negotiations under section 103D 04(h), HRS,
may be conducted provided that:
(A The nriccs submitted arc fair and

reasonable; and
(B) Other perspective of fcrors had

reasonable opportunity to respond; or
there is not adequate time to rcsolicit
through public notice statements of

122-1
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§3-122-66

(3) Bc mau a nnrt of thc contract f±lc upon
award by thc procurcmcnt officcr.”] [Eff
12/15/95; am and comp 11/17/97; am and comp
6/19/99; am and comp 6/9/01; am and comp
11/15/01; am and comp 11/8/02; am and comp
8/24/09; am 5/17/12; R

3. Material, except source notes, to be
repealed is bracketed. New material is underscored.

4. Additions to update source notes to reflect
these amendments are not underscored.

5. These amendments to chapter 3-122, Hawaii
Administrative Rules, shall take effect ten days after
filing with the Office of the Lieutenant Governor.

I certify that the foregoing are copies of the
rules, drafted in the Ramseyer format pursuant to the
requirements of section 91-4.1, Hawaii Revised
Statutes, which were adopted on PPB ADOPTION DATE and
filed with the office of the Lieutenant Governor.

GREGORY LEE KING
Chairperson

Procurement Policy Board

DOUGLAS G. MURDOCK
State Comptroller

APPROVED AS TO FORM:

eputy Attorney General
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Department of Accounting and General Services

Amendment and Compilation of Chapter 3—130
Hawaii Administrative Rules

PPB ADOPTION DATE

1. Chapter 3-130, Hawaii Administrative Rules,
entitled “Inventory Management”, is amended and
compiled to read as follows:

“HAWAII ADMINISTRATIVE RULES

TITLE 3

DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES

SUBTITLE 11

PROCUREMENT POLICY BOARD

CHAPTER 130

INVENTORY MANAGEMENT

§3-130-1 Purpose
§3—130—2 Definitions
§3-130-3 Accountability
§3-130—4 Internal control
§3-130-5 Property inventory record file
§3—130-6 Physical inventory
§3-130-7 Annual inventory reporting
§3-130—8 Lost, stolen, or damaged property
§3-130-9 Excess state property
§3—130—10 Disposal and restrictions relating to

state property
§3—130—11 Disposal application
§3-130—12 Exceptions

Historical Note: Chapter 130, Subtitle 11 of
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§3—130—i

Title 3, Hawaii Administrative Rules, is based
upon Chapter 61 of Title 3, [J-Y-R---] Hawaii

Administrative Rules [Eff 6/1/81; R 12/15/95]
Rules and Regulations Governing the Disposal of
Property Owned by the State of Hawaii of the
department of accounting and general services.

5ff 12/15/95; comp
6/9/01; comp 11/15/01; comp 11/8/02; am and comp

§3—130--i (a) The purpose of
these rules is to implement the requirements of
section 103D—1202, HRS, and prescribe procedures
governing the management, control, and disposal
of property owned by the State, including state
property accounted for by the several counties,
and reported to the administrator of the state
procurement office.

(b) This chapter 130, subtitle ii of title
3, Hawaii Administrative Rules, replaces

yadopted on

-9-9-)--] 10/30/2014 (file no. 3123). [Eff
12/15/95; comp 6/9/01; comp 11/15/01; am and comp
11/8/02; am and comp ] (Auth: HRS
§103D-2o2, 103D-1202) (Imp: HRS §1030-1202)

§3—130—2 Definitions As used in this
chapter, Unless irent meaning clearly
appears in the context:

“Accountability” means the responsibility
for maintaining continuous records, Periodically
reporting the location and condition, ensuring
proper usage, safekeeping, and maintenance of
all property.

“Controlled items” includes property not
classified as equipment, real property, or
weapons, but having a useful life of more than a
year, and considered a theft sensitive item, or
determined by the property custodian to be
critical to the agency’s operation, or important
for safekeeping and property management. Two or
more Physically or functionally identical
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§3—130—2

controlled items located within the same
inventory area may be combined into a single line
item.

“Excess property” means any Property that
has a remaining Useful life but which is no
longer required by the Using agency in
possessi0 of the Property.

“Expendable!’ means Property consumed or
which loses its identity in Use.

“Equipmen’ includes all nonexpendable
state Property having a unit cost of one
thousand dollars or more, or other amounts that
may be applicable to the counties’ inventory, a
useful life of more than one year, but excluding
real Property and weapons Equipment shall be
accounted for individually by make, model,
serial number, and decal number.

“Nonexpend5!! means Property not consumed
in use, retaining its original identity when
used for the purpose for which it was designed.

h
ehead of the de artment, or the head of an

board, commission, a enc , bureau, or office of
the State or any Person designated by that

head, who is responsible for the
accountability of all state Property in their
Possession, Custody, control, or use.

s,

te property” means all things, tangible
and intangible, owned by the State of Hawaii,
excluding the several counties, including
equipme weapons, real Property, controlled
items, supplies, works of art, historical
treasures patents, inventions, and copyrights

“Supplies” means all state Property not
classified as equipment, real Property, a weapon,
or controlled item.

“Surplus Property” means any Property that
no longer has any use to the State.

“Tangible” means having a physical
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§3—130—2

existence and capable of being appraised
at an actual or approximate value.

“Theft sensitive item” means small and
attractive property that is easily converted to
personal use or easily pawned, including
personal computer equipment, cameras, television
sets, videocassette recorders, video cameras,
and communication equipment.

“Weapons” mean handguns, rifles, shotguns,
grenade launchers, and other explosive devices
used for law enforcement or security purposes.
These items shall be accounted for individually
by make, model, serial number, and decal number,
regardless of the cost or expected life of the
item. [Eff 12/15/95; am and comp 6/9/01; am and
comp 11/15/01; am and comp 11/8/02; am and comp

(Auth: HRS §1030—202) (Imp:
HRS §1030—1201)

§3—130—3 Accountability. [rP1ie chi-e-f
p-f-eeurement ef€ice, er the head ef any ztate
§evernmentpl unit that is net by law under the
eentrel ef a chief pfeeurement effiee-,] The
head of the department, or the head of
board, commission, agency, bureau, or office of
the State, shall be responsible for the
accountability of all state property in the
possession, custody, control, or use of the unit
or jurisdiction, including the several counties,
over which the [officcr or] head presides. The
[officcr or] head may designate specific
individuals or positions to be personally
responsible for the property within their
jurisdiction. The assignment of responsibilities
does not relieve the [e-f-ficgr—e-] head of the
overall accountability responsibility. [Eff
12/15/95; comp 6/9/01; comp 11/15/01; comp
11/8/02; am and comp ] (Auth: HRS
§S1O3D—202, 1030—1202) (Imp: HRS §l03D—l202,
1030—1204)

§3—130—4 Internal control. (a) The
designated property custodian shall establish,
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§3—130—4

maintain, and enforce written internal
control procedures to ensure accountability for
all state property in their possession,
custody, control, or use.

(5) The purpose of the written internal
control procedures is to ensure that all
employees are aware of the proper handling of
state property.

(c) “Internal control procedures” shall
include and address the following:

(1) Assigning of responsibility which
includes providing the names and
positions of personnel responsible for
custody of property at each location;

(2) Recordkeeping of property which
includes accounting for all acquired
state property; conducting of physical
inventory; updating the master
inventory listing; maintaining an
accurate audit trail; and conducting
internal audits;

(3) Proper usage of property which
includes assuring property is used
by authorized personnel and only
for official state purposes; and
training personnel on the proper
use of vehicles and equipment;

(4) Safekeeping of property which includes
affixing of property identification or
decal; documentation for authorized
loan, movement from location, and
transfer to another agency; guidelines
pertaining to property declared
excess, surplus, obsolete, beyond
economical repair, lost, or stolen;
and guidelines for sale of property;

(5) Safeguards for property which includes
procedures for security of property
during and after working hours;
special care of items that are of a
sensitive or theft prone nature;
investigating and reporting of
thefts, or vandalism; and appointment
of key or lock custodian; and

(6) Care and maintenance of property which
includes a preventive maintenance
schedule; management of warranty file;
repair of broken property; and
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§3—130—4

guidelines for damaged or destroyed
property. [Eff 12/15/95; am and comp
6/9/01; am and comp 11/15/01; am and
comp 11/8/02; am and comp
(Auth: HRS §103D—202) (Imp: HRS §103D—
12 05)

§3—130—5 Property inventory record file. (a)
Each chief procurement officer for their
respective jurisdiction shall establish, manage,
and maintain a centralized property inventory
record file for all equipment, real property,
weapon, and controlled items of state property
in the possession, custody, control, or use of
the jurisdiction over which the officer
presides.

(b) The file shall consist of the
following information for each property:

(1) Office or agency having the
responsibility of accountability of
the property;

(2) Physical location of property;
(3) Type of property, which includes land,

land improvements, buildings,
building improvements,
infrastructures, vehicles, equipment,
weapons, [work of rtz,] works of art,
historical treasures, and controlled
items;

(4) Description of property, which
includes land tax map key, and
executive order number, and for
vehicle or equipment the manufacture,
model, and serial number;

(5) Date of acquisition;
(6) Acquisition cost of property; and
(7) State identification number.
(c) Each state agency shall be accountable

for all acquired supplies. Internal records
shall be maintained for consumable supplies if
an agency1s annual expenditure, for such
supplies, exceeds five thousand dollars, and for
non-consumable supplies with a unit cost of two
hundred fifty dollars but less than one thousand
dollars. These records shall contain
information on purchases[] for all supplies,
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§3—130—6

usage for non—consumable supplies, transfers[]
for non—consumable supplies, and disposals[j
for non—consumable supplies, and are subject to
audit. Supplies include the following:

(1) Consumable supplies are items consumed
in the normal course of an agency
operations such as food, clothing,
stationery, and other supplies which
are normally used only once or have a
useful life of less than one year;

(2) Non—consumable supplies are items not
consumed in the normal course of an
agency operations, that have a useful
life of more than one year and a unit
cost of two hundred fifty dollars to
less than one thousand dollars, but
excludes weapons and controlled items.
[Eff 12/15/95; am and comp 6/9/01; am
and comp 11/15/01; am and comp 11/8/02;
am and comp ] (Auth: HRS
§103D—202) (Imp: HRS §S1O3D—205,
103D—1203, 103D—1205)

§3-130—6 Physical inventory, (a) Each [S3
130 8]designated property custodian or governmental
unit shall conduct an annual inventory, to be
verified by physical count of all state property in
their possession, custody, control, or use.

fb) If there is a change in the designated
property custodian, the [chicf procurcmcnt
officcr] head of the department, or the head of
any board, comission, agency, bureau, or office
of the State or the custodial department’s
fiscal office shall take action to have a
physical inventory taken at that time.

(c) Immediately upon the completion or
termination of any agency or property account,
for whatever reason, a complete physical
inventory shall be taken pursuant to the
direction of [tho chiof procurcmcnt officor]
the head of the department, or the head of
any board, commission, agency, bureau, or
office of the State or the custodial
department’s fiscal office. [Eff 12/15/95;
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§3—130—6

comp 6/9/01; camp 11/15/01; comp 11/8/02; am
and comp ] (Auth: HRS §103D-
202) (Imp: HRS §103D—1205)

§3-130-7 Annual inventory reporting. The
chief procurement officers, the administrative
heads of the executive departments, and all
other persons, offices, and boards of a public
character that are not by law under the control
and direction of any of the officers
specifically named in this section shall prepare
and file with the administrator of the state
procurement office an annual inventory return of
state property in their possession, custody, or
control. The annual inventory return shall be
filed before September 16 of each year. The
annual inventory return shall contain
information in accordance with section 103D—
1206, HRS. [Eff 12/15/95; am and comp 6/9/01; am
and comp 11/15/01; am and comp 11/8/02; comp

I (Auth: HRS §103D—202) (Imp:
HRS §103D—1206)

§3—130-8 Lost, stolen, or damaged
property. (a) The theft of state property shall
be immediately reported to the appropriate law
enforcement agency.

(li) All lost, stolen, or damaged equipment
shall be reported by the state governmental unit
within ten days after discovery of the loss to
the designated property custodian.

(c) The designated property custodian
shall conduct an investigation of the incident
and initiate the appropriate action to prevent
future loss.

(d) The designated property custodian
shall submit a disposal application to the
[chicf pracurcmcnt officcr] head of the
department, or the head of any board,
commission, agency, bureau, or office of the
State in accordance with section 3—130—11 (C)

Ce) Any such equipment deleted from the
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inventory that is subsequently located shall be
added back to the inventory. [Elf 12/15/95; comp
6/9/01; camp 11/15/01; camp 11/8/02; am and camp

I fAuth: RRS §S103D—202, lO3D—
1202) (Imp: HRS §103D—1202)

§3-130—9 Excess state property. (a) To
obtain maximum utilization and to minimize the
procurement of new items, each state department
or agency shall[T] be responsible for making
excess state property available and facilitate
the transfer of the property to other state
departments or agencies[--], excluding weapons,
works of art, historical treasures, patents,
inventions, and copyrights, and real property.

fb) Each state department or agency shall
to the maximum extent practicable, fulfill its
requirements for property by obtaining excess
property from other state departments or
agencies instead of initiating a new
procurement.

Cc) Agencies receiving or transferring
excess property shall establish controls over
the processing of transfer documents and shall
establish and maintain an adequate system of
property accountability. [Elf 12/15/95; camp
6/9/01; camp 11/15/01; camp 11/8/02; am and camp

I (Auth: HRS §103D—202, lO3D—
1202) (Imp: HRS §lO3D—l202)

§3-130-10 Disposal and restrictions
relating to state property. (a) No state
property shall be sold, traded, destroyed, or
otherwise disposed of, except in accordance with
the following rules:

(1) Land and interest in land owned by the
State.
(A) Approval for disposal shall be

obtained from the department of
land and natural resources; and

(3) A copy of the approval,
together with the disposal
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application, shall be
submitted to the [chicf
procurcmcnt off±ccr.] head of
the department, or the head of
any board, commission, agency,
bureau, or office of the
State.

(2) Surplus property shall be disposed of
using one of the following methods:
(A) Disposal by trade—in to a vendor

for credit on an acquisition
which must receive [thc chicf
procurcmcnt officcr’5] the head
of the department, or the head
of any board, commission,
agency, bureau, or office of the
State’s prior approval and
determination shall be based on:
(i) The urgency of need by other

state governmental units;
or

(ii) Whether the trade—in value
is expected to exceed the
value realized through
the sale of the property;

(B) Disposal to the state surplus
property office of the state
procurement office, which may,
at its discretion, refuse to
accept the property;

(C) Disposal by sale of property
through competitive sealed bids,
public auctions, established
markets, or posted prices.
(i) Notice of sale by

competitive sealed bid sale
and public auction shall be
publicized [in accordancc
with tho provizionz of
Dcction 3—122—24 (c) ];

(ii) The following conditions of
sale by competitive sealed
bid and public auction shall
be included in the
publicized notice, in the
solicitations, and in the
notices posted at the site
of sale: It is the buyer’s
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responsibility to remove the
items within a stipulated
time after purchase; no
guarantees or warranties are
given by the State for the
items; major defects, if
known, are listed, but the
State makes no claim that all
defects are known; no sale
will be invalid if defects
are discovered in the item
after the sale; and the
State assumes no
responsibility or liability
once the items are sold;

(iii) Competitive sealed bidding
method shall be in
accordance with the
following: Notice of sealed
bid sale shall be advertised
and made publicly available
from the selling department
or agency at least ten days
before the date set for bid
opening; the notice shall
list the materials offered
for sale, their
location, availability for
inspection, the terms and
conditions of sale and
instructions to bidders
including the place, date,
and time set for bid
opening; bids shall be
opened publicly at the time
and place announced; the
award shall be made in
accordance with the
provisions of the notice of
sealed bid sale to the
highest responsive and
responsible bidder, provided
that the price offered by
such bidder is acceptable to
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the designated property
custodian; if the designated
property custodian
determines that the bid is
not advantageous to the
State, such officer may
reject the bids in whole or
in part and may re-solicit
bids or such officer may
negotiate the sale, provided
that the negotiated sale
price is higher than the
highest responsive and
responsible bidder;

(iv) Public auctions shall be
advertised no less than six
days before the auction date
and all terms and conditions
will be available to the
public at least twenty—four
hours prior to the auction
date. The solicitation to
bidders shall stipulate all
the terms and conditions of
any sale. When appropriate,
an experienced auctioneer
may be used to cry the sale
and assist in preparation of
the sale;

fv) Posted price (pre—
established price) may be
used for items for which
there is no regular market,
demand is erratic, or for
items that. received
unacceptable prices through
competitive bids or public
auction and the items shall
be available on a first—
come basis;

(vi) Only United States postal
money orders, certified
checks, cashiers’ checks,
or cash shall be accepted
for sales of surplus
property unless approved by
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the designated property

custodian or for sales of

less than one hundred

dollars;

CD) Sale in accordance with one of the

methods and requirements described

in subparagraph (C) fi) thru (iv), or

disposal to dealers for recycling,

salvaging, or scrap;

[(E) Snip to cmploycc, providod that

an cmploycc of tho owning or
dizpozing atatc govcrnmcntal unit
hi11 rnt rHrcctly nr indiroct ly

1ith anothcr
porzon to purchac zurp±uz
proparty;

—1——-,- ,-i-;

____________________________

(F) mnthodz,

including, but not limitcd to,
Dolicitation by phono, appraizal,
nr hnrtcr - nrn’ri HnH .‘iiinh nffi nrr
makcz a writton dctcrmination,
approvcd by tho chicf procurcmcnt
officor, that such proccduro ±D

advantagcouz to tho Stato;
(E) Donation to the following

organizations, provided the
designated property custodian

makes a written justification,

approved by the [chicf procuromcnt
officcr,] head of the department,
or the head of any board,
commission, agency, bureau, or
office of the State, that the

donation would be advantageous to

the State:
(I) City or county agency

within the State; or
(ii) “A nonprofit tax—exempt

charitable activity” is

defined as an institution or

organization whose earnings
are used to help the poor or
needy, and no part of the net

earnings of which are used or

is applied to the benefit of
any private shareholder or
individual and has been held
to be tax-exempt under the

(C))
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provisions of the Federal

Internal Revenue Code and the
State of Hawaii tax laws;

fj (F) Cannibalize the
Usable parts and destroy,

dispose in trash bin,

incinerator, or landfill
(3) Any weapon if not transferred to

another statutoril authorized state
agency in accordance with section 3
130-9, shall be disposed of as follows,

and the Supporting documents shall be
attached to the disposal application

or certificate of disposal:

(A) Traded or sold to a federally

licensed firearm dealer; or
(B) Donated to the local Police

(b) No state Property shall be given or
loaned to any individual or
organizat0.

however a state agency may furnish

State Property to a private contractor to

facilitate the performance of services for the
State by the contractor so long as the agency

includes a provision for the furnished state

Property in the procurement document.

(c) Approval for disposal of controlled

items and SUPPlieS shall be obtained from the
design Property custodian of the items and
state agenc5 Shall be responsible for

maintaining adequa records to account for the

disposal of such items.
(d) Whenever any desigfla Property

custodian desires to dispose or remove any
eguipme0 weapon or real Property from their

inventory, other than by transfer to another

state agency, the design Property custodian

o
a
rd

State reguestiflg
val of the

disposition (Eff 12/15/95; am and comp /9/i
am and comp 11/15/01. am and comp 11/8/02; am and
comp i (Auth HRS §S103D
202, 1030_1202) (Imp: HRS §lO3D-1202)
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§3—130—11 Disposal application, (a)
Disposal applications shall be submitted [4+—
triplicato] to the [chicf procuramant officcr)
head of the department, or the head of any
board, commission, agency, bureau, or office
of the State for approval, and if the
application has been approved:

(1) The original shall be retained by the
[chiof procurcmcnt officor;] head of
the department, or the head of any
board, commission, agency, bureau,
or office of the State; and

(2) Two copies shall be returned to the
applying department’s fiscal office,
which in turn shall keep one copy and
forward the other copy to the
applying agency.

(b) Disposal application shall contain the
following information:

(1) Statement and certification:
“Application is hereby made for the
disposal of government property under
my custody and control. Pursuant to
chapter 3—130, HAR, I do solemnly
swear and affirm the accuracy of this
application.”;
(A) Designated property

custodian’s signature;
(3) Designated property custodian’s

name, official position, and
phone number;

(2) Property information: complete
information as shown on the current
inventory printout;

(3) Present condition and estimated value
of the property;

(4) Reason for requesting to delete or
dispose of the property;

(5) Proposed method of disposal:
(A) If an item is to be used as a

trade-in for new equipment, the
application shall identify the
name of the vendor, the price of
the new item, and the amount of
the trade—in allowance;

(B) If an item is to be sold by
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competitive sealed bidding,
public auction, or posted prices,
the application shall list the
names and offers from interested
parties, the party purchasing the
property, and if applicable, a
copy of the public notice shall
be attached to the disposal
application. If the information
is not available when submitting
the disposal application, it
shall be provided with the
submission of the certificate of
disposal;

(C) If an item is to be donated, the
application shall provide the name
of the city or county agency or
the nonprofit tax-exempt
charitable activity to receive
the donation, and justification
for the donation;

(D) If an item is to be sold or
disposed for recycling,
salvaging, or scrap, the
application shall list the name
of the party purchasing or
disposing the property and the
amount offered for the
property[--], if applicable;

(E) If an item is to be discarded,
the application shall state the
means of disposal; i.e., to be
cannibalized for usable parts
or destroyed and disposed in
trash bin, or sent to local
incinerator or landfill.

(c) Lost, stolen, or damaged items shall
not be reported on the same disposal
application with other equipment to be disposed
of by choice, but shall be reported separately.
A number of items may be listed on the same
application provided the incident and
circumstance surrounding the loss, theft, or
damage are the same. The following information
shall be provided in the application:

(1) Information as required in
[zubcctionc] subsection
(b) (1), (b) (2), (b) (3), and
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(b) (4);
(2) Date and explanation of the

circumstances surrounding the
loss, theft, or damage;

(3) Description of internal control
procedures and security measures in
effect at the time of the loss,
theft, or damage;

(4) Applicant’s conclusion or opinion as
to the cause of the loss, theft, or
damage;

(5) Description of internal control
procedures or security improvements to
be implemented to prevent or minimize
future losses; and

(6) Statement whether the police or
attorney general’s office was
notified, and if so, attach any
supporting documents to the
application.

(d) Upon receipt of the application, the
[chicf procurcmcnt officcrl head of the
department, or the head of any board,
commission, agency, bureau, or office of the
State shall:

(1) Evaluate the application, and, if
necessary, request additional
information;

(2) Grant or deny the requested action; or
(3) Direct disposition of the property in

such other manner as determined to be
in the best interest of the State.

fe) State property approved for destruction
or discarding may be disposed at the agency’s
location, or may be taken to an incinerator or
landfill for disposal. The following procedure
shall apply:

(1) Any mark or decal indicating State of
Hawaii ownership shall be removed or
obliterated before disposing of the
property;

(2) The property shall be destroyed in
such a manner to prevent reuse by
other parties.

(f) The certificate of disposal is a
certification by the applying agency that the
property listed on the applicable disposal
application was disposed in the manner approved

130—17



§3—130—11

by the [chicf procurcmcnt officcr.J head of the
department, or the head of any board,
commission, agency, bureau, or office of the
State. The following is the distribution
sequence of the certificate of disposal:

(1) Following the [ch±cf procurcmcnt
officcr’z] head of the department, or
the head of any board, commission,
agency, bureau, or office of the
State’s approval of the disposal
application, except for applications
for lost or stolen items, the [chicf
procurcmcnt cfficcr] head of the
department, or the head of any board,
commission, agency, bureau, or office
of the State shall forward [two
copico] a copy of the approved
disposal application [and thrcc
copieD of thc ccrtificatc of diopooal]
to the applying custodian’s fiscal
office. The applying custodian’s
fiscal office shall then forward to
the applying agency one copy of the
disposal application [and three copico
of the ccrtificatc of diDpozal];

(2) Upon completion of the disposal
transaction, the applying agency
shall confirm the final disposition
of the property by returning copies
of the completed certificate of
disposal as follows:
(A) One copy to the [chief

procurcmcnt officcr;] head
of the department, or the
head of any board,
commission, agency,
bureau, or office of the
State; and

(B) One copy to the applying agency’s
fiscal office.

(g) All disposal records such as disposal
applications, certificates of disposal, and
actions taken pursuant thereto by an applying
agency shall be kept for audit purposes by the
applying agency’s office, the applying
department’s fiscal office, and the [chief
procurcmcnt officcr.) head of the department,
or the head of any board, commission, agency,
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bureau, or office of the State. [Eff
12/15/95; am and comp 6/9/01; am and comp
11/15/01; am and comp 11/8/02; am and comp

I (Auth: HRS §103D—202, 103D—
1202) (Imp: HRS §103D—1202)

§3-130-12 Exceptions. If any requirement
of this chapter results in undue hardship for the
agency, the [chicf procurcmcnt officcr] head of
the department, or the head of any board,
commission, agency, bureau, or office of the
State may[, upon writton rogucot from tho hood
of tho agcncy,] grant, in writing, an exception
to that requirement if the [chiof procuromont
officor] head of the department, or the head of
any board, commission, agency, bureau, or office
of the State determines such action to be in the
best interest of the State. Each exception
granted by the [chicf procuromont off±ocr] head
of the department, or the head of any board,
commission, agency, bureau, or office of the
State shall be by written determination approved
by the administrator of the state procurement
office.” [Elf 12/15/95; comp 6/9/01; comp
ll/15/01;comp 11/8/02;am and comp
(Auth: HRS §103D—202, 1030—1202) (Imp: HRS
§lO3D—1202)

2. Material, except source notes, to be
repealed is bracketed. New material is underscored.

3. Additions to updates source notes to reflect
these amendments are not underscored.

4. These amendments to and compilation of
chapter 3—130, Hawaii Administrative Rules, shall take
effect ten days after filing with the Office of the
Lieutenant Governor.
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I certify that the foregoing are copies of the

rules, drafted in the Ramseyer format pursuant to the

requirements of section 91—4.1, Hawaii Revised

Statutes, which were adopted on PPB ADOPTION DATE and

filed with the office of the Lieutenant Governor.

GREGORY LEE KING
Chairperson
Procurement Policy Board

DOUGLAS G. MURDOCK
State Comptroller

APPROVED AS TO FORM:

Deputy Attorney General
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