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About SPO Webinars

* Participation encouraged.

* If we cannot get to all your questions we will provide
answers at a later date (FAQ, etc.)

e If there is more than one person participating at a
single computer.
¢ Everyone registers for this webinar on the SPO Training website.
¢ Only the person logging in should register on the Webinar site.

¢ All attendees in the group (including the person registered on the
webinar site) complete the SPO Webinar Group Attendance form,
scan it in and send it to: spo.training@hawaii.gov

¢ Send it in within 1 working day of the webinar
— The SPO Webinar Group Attendance form is on the SPO
training schedule along with the handouts.
http://hawaii.gov/spo click Training for State and County
Procurement Personnel
— DO NOT send in the signed form prior to the workshop.
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Introduction

e Statewide policies and procedures regarding
Personal Services Contractors

e Wayne L. Chu, Administrator
DAGS, Audit Division.
AARC member.
wayne.l.chu@hawaii.gov
Tel No. - 586 0360

Personal Services Contractor
Procedural Manual

e The Manual is located on the Accounting
and Audit Review Committee web page.

e http://www.aarc.hawaii.gov/
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AARCHome

AARG Members
AARG SurveyResults
FAQs

Contact AARC

K alanimoku Building
1151 Punchbowl St.
Honolulu HI, 96813

Ph: 803 586-0400

Fax: 808 586-0775
E-mail: aarc@hawaii.gov

Contact Information

Accounting and Audit
Review Committee

State of Hawail, DAGS

Kalanimoky Building

&loha and welcome to AARC web site,
In arder to imprave accountahility of the expenditure of public funds, the Comptraller establishes the

Accounting and Audit Review Committes (AARC) to ensure compliance with the Comptroller's
established accounting system and internal contrals, & fread more]

#What's New

@ Comptroller's Memorandum 2008-11
2008-11 Revised 2008 Standard Mileage Rate announced by Internal Revenue Service (IRS)

@ Comptroller's Memorandum 2008-10
2008-10 Quarterly Interast Rate for Late Vendor Payments

@ Comptroller's Memorandum 2008-09
2008-09 Statutory Dues Changes for HGEA

@ Comptroller's Memorandum 2008-08
2008-08 Encumbrance Submission Deadline

@ Comptroller's Memorandum 2008-07

Department of Accounting and General Services

SEARCH
Did you not find what you

were looking for? Try the
Aduanced Search,

1 23468

6 7 & 9101112
13 14 15 16 17 18 19
200 7122 2324 25 26
27| 2829 30 31

440uick Links

State Procurement Office
" Circulars

" Directives
Accounting Division

Accounting Manual
Data Mart User
Manual

Personal Services
Contractor Procedural
Manual

State Accounting
Forms 7
Andit Nivisinn j

Personal Services
Contractor’s Process
IS not a Procurement

10/29/2012

Method.
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It summarizes a pre-
existing Pre-Approval
Process.

Why take this training?

* Your work load has increased

—But your staff size has not
increased.

* You have funds to staff by
contract

—But where do | start?
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What can You do?

e Request for additional
authorized positions.

e Request assistance from other
State agencies.

e Staff by Contract.

What is a Personal Services
Contractor?

* Independent Contractor — A contractor
that provides services but is independent
from the State. Is paid through State
vouchering system.

» Personal Services Contractor — A
contractor that provides services but is
not independent from the State. Is paid
through State payroll.
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Is the Contractor a State Employee?

* The contract agreement (D 45) states
that the contractor is not a State
employee and is not entitled to claim or
receive from the State any vacation, sick
leave, retirement, or other benefits

provided to State employees. (You need
to make sure this information is in the
payment section of the solicitation document)

Topics for Discussion

The Pre-approval Process

— State Civil Service Law (DHRD)

— Governor’s Approval (B&F)

— Employer/Employee Relationship (DAGS)
* Procurement Methods

Contracting

Payment Process

— Vouchering System

— Payroll

Personal Services Contractor Manual



First thing you need to do

* You need to identify the
required services.

10/29/2012 15

Contractor for Services

o State Civil Service Law (DHRD) h
5 e Governor’s Approval (B&F)
Apprrsva|5 ¢ Employer/Employee Relationship (DAGS) )
N
e State Procurement
Procurement )
N
¢ Independent Contractor
c . ¢ Personal Services Contractor
ontracting )

10/29/2012 16
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Contractor for Services, continued

e State Vouchering system
e State Payroll system

10/29/2012 17

Contractor for Services

¢ State Civil Service Law
(DHRD)

e Governor’s Approval (B&F)

Pre- e Employer/Employee
Relationship (DAGS)

Approvals

J

10/29/2012 18
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Pre-Approvals

State Civil Service Law
(DHRD)

Governor’s Approval

(B&F)

Employer/Employee
Relationship

10/29/2012

e Section 76-16, HRS
e Exemptions from Civil Service Law

e Annual Budget Execution Policies
and Instructions

¢ Independent Contractor
* Employee for Payroll Tax Purposes

19

State Civil Service Law

State Civil

Service Law

10/29/2012

e Section 76-16, HRS
e Exemptions from State Civil

Service Law

20
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Authority

e State Civil Service Law
— Section 76-16, HRS

e DHRD
— Memo dated October 13, 2006
— Memo dated May 3, 2007

State Civil Service Law

e Section 76-16, HRS

a) The state constitution mandates that the
employment of persons in the civil service, as
defined by law, be governed by the merit principle.
The legislature declares that the public policy of
the State is that all positions in the civil service
systems of the respective jurisdictions shall be
filled through civil service recruitment

10/29/2012
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State Civil Service Law

* Section 76-16, HRS, continued

procedures based on merit and that the civil
service system of the respective jurisdictions shall
comprise all positions, whether permanent or
temporary, in the jurisdiction now existing or
hereafter established and embrace all personal
services performed for the jurisdiction, except
employees or positions exempted under this
section, or sections 46-33 and 76-77.

Exemption from Civil Service Law

e Section 76-16, HRS

—identifies 26 exemptions from State civil
service.

—The (DHRD) director shall determine the
applicability of this section to specific
positions.

Personal Services Contractor Manual
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Exemption Authority Delegated

 The DHRD Director has delegated
exemption authority to Department
Heads for the following exemptions:

—Section 76-16(b)(2), HRS
—Section 76-16(b)(15), HRS

Section 76-16(b)(2), HRS

e Section 76-16(b)(2), HRS, the service:
eis special or unique, or
e is essential to the public interest; and

e cannot be obtained through normal civil
service recruitment procedures.

Contracts for services utilizing this
exemption may not exceed one year.

Personal Services Contractor Manual
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Section 76-16(b)(15), HRS

e Section 76-16(b)(15), services are provided by

persons:

e employed on a fee, contract, or piecework basis;
and

e the work can lawfully be performed concurrently
with a private business or profession or other
private employment, and where it is impracticable
to ascertain or anticipate the portion of time to be
devoted to the service of the State.

10/29/2012 27

DHRD Memo dated Oct 13, 2006

What does memo say?

e Past DHRD memos on State
Civil Service

e Exemptions from Civil Service

e Expanded Delegation of
Authority

10/29/2012 28
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Attachmont 4

EXEMPTION OF CONTRACTUAL SERVICES CHECK LIST

CHECK ALL THAT APPLY:
Legal Authority: Chapler TE-48{LN2) | Logal Autharty: Chapter TE-1B[b)(15)
Service Is special or uniqus (Explain) ] | Employment basls: foe

(Explain} contract
plocewark

Essentlal to the public intorest (Explain) [| | Performs dutios concurrently with
privats business (Explaln) a

Provides Intermittent services ]
(Ellilﬂ)

nnal cannot bo obtained thru normal

cs ltmant dures (Explal =] mr.aﬂ
recrulimant proce '3 n} o
Gonira ..,;..m’..L.,...

TO BE COMPLETED BY PERSONNEL OFFICE
RECOMMENDATION:

§ . HRS [} §7e-16(bH15), HRS (] MoNE [
CONTRAGT (complato below) [] EXEMPT POSITION (sign & date) [
Contractor(s) Nama:
Compensation:
Contract Datos: From: To:
Sorvices Parformed:
REMARKS:

DPO SIGNATURE: DATE:
Nw» mefm Sorvices mmmn §?&!6{b}{2} anu‘{rﬁ;. HRS, are
wr Octobar 2006,

memow.m!l' ummmuymmmrymamwwmmmms.
mammmnwmmmwm and approved,

Pago 10f 1
‘Hovesbar 30, 2006 -2
10/29/2012 | 29
DHRD Exemption Procedures
Stepl-t
¢ Must Complete the “Exemption of Contractual
P rogram o Services Check Lists”
Agency
Step 2 —The o Is there an existing civil service position or can a civil
Depa rtment service position be established to provide the service?
2T 80) 0112 @) iile=l e If the answer to is yes, can the position be filled?
o If the answer to either or both questions is no, the
Step 3-The Department Personnel Office determines whether an
exemption from civil service may be granted under
Depa rtment the provisions of Section 76-16(b)(2) or (15), HRS, by
Person ne| Office review_ing theAresponses and information on the
checklist provided by the program or agency.
10/29/2012

Personal Services Contractor Manual
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Exemption Procedures Process

Step 4 -  Form AG-014, Certification of
Dept Head

Approves

Exemption from Civil Service, is
signed by Department Head.

Step 5 — e Upon approval of the contract, a
copy of the check list is submitted
Approval by to DHRD ECCD within five working

DHRD ECCD BR:ENS

10/29/2012

31

Attachmont 4
EXEMPTION OF CONTRACTUAL SERVICES CHECK LIST
CHECK ALL THAT APPLY:
Legal Authority: Chapler TE-48{LN2) | Logal Autharity: M“-“Wﬂl
Service Is special or uniqus (Explain) ] | Employment basls:
(Explain} i
plocewark
Essentlal to the public intorest (Explain) [ | Performs dutios concurrently with
m-u business (Explain) a
| Provides intermittant sorvices ]
(Expinin)

Porsonnal cannot ba cbtained thru normal__ | Delivery of complated workiproduct

€S rocrultmant procedures (Explain) [ | or during a spacified tima F—-ﬂ-_lm:h
pariod

(Explain}

TO BE COMPLETED BY PERSONNEL OFFICE
RECOMMENDATION:
EXEMPTIONS PURSUANT TO §76-16(b)(2). HRS [T] §78-18(b}15), HRS [[] NonE [
CONTRAGT (complato below) [] EXEMPT POSITION (sign & date) [
Gontractor(s) Name:
Compensaticn:
Contract Datos: From: To:
Sorvices Performed.

REMARKS:

DPO SIGNATURE: DATE:
M msmmmhgmfmjmmuﬁa HRS, are

memo are med, #mnuuymwymamwwmmmma
me;mmmwm and approved,

Pago 16l 1

Hovesiber 30, 2006 (1]

10/29/2012

32
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DHRD Check List Examples

e Section 76-16(b)(2):

— Service is special or unique (e.g., special
investigator for the prosecution of computer-
related crimes)

— Essential to the public interest (Explain the
detrimental impact to the public if the work is
not done and how soon the impact would
occur. Under most circumstances, the
detrimental impact to the public should be
direct and imminent)

DHRD Check List Examples, continued

e Section 76-16(b)(2) continued:

— Personnel cannot be obtained through normal
civil service recruitment procedures (e.g., no class
available, no eligible list, eligibles lack specific
skills) If, at some point, it should be possible for
the services to be provided through the use of a
civil service position, the department should
proceed to pursue that option, and the duration
of the exemption should not exceed the period
required.

Personal Services Contractor Manual
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DHRD Check List Examples, continued

e Section 76-16(b)(15):

—Employed on a fee basis (e.g., person to
produce a master plan to develop
Hawaii as a sports center)

—Performs duties concurrently with
private business (e.g., architectural
consultant working on a project)

DHRD Check List Examples, continued

* Section 76-16(b)(15), continued:

—Provides intermittent services (e.g.,
property management services for a
monthly retainer, dietitian providing
services in a hospital about two hours
per day, with no work schedule and paid
hourly)

Personal Services Contractor Manual
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DHRD Check List Examples, continued

e Section 76-16(b)(15) continued:

— Delivery of completed work/product by or during
a specified time (e.g., architectural or engineering
plans, transcript of a hearing, medical evaluation
and care of welfare recipients, and
implementation of a new recordkeeping system by
a specified date)

— Contract period exceeds one year (Specify the
duration of the contract. Is there an option to
extend? If yes, for how long?)

10/29/2012 37

DHRD Memo dated May 3, 2007

Check lists are not required for
certain types of services

¢ See Attached list.

10/29/2012 38
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EXEMPTION OF CONTRACTUAL SERVICES CHECKLIST NOT REQUIRED

Checklists are not required for the following:
= Maintenance contracts

= Emergency repairs where it is not practical/feasible to have the repairs done by
State employees (i.e., vehicle break down while on the road)

= Printing services including plans and blueprints

= Services that are bundled with the purchase of equipment

« Utility payments {not considered services for purposes of Section 76-16, HRS)
= Rental payments (not considered services for purposes of Section 76-16, HRS)
s Qut-service .trainin'g covered by an approved out-service trainir_:g request

« Services provided by State inmates

= Projects that clearly exceed staffing and equipment resources (i.e., development of
housing project, construction of an office building, etc.)

Services outside the capabilities of State programs (i.e., asbestos testing)

« Grants to non-State entities

= Contracts for services being paid from funds appropriated by the Legislature for the
purchase of those services. This does not include situations where personatl
services funds are moved to other fund categories. 39

Pre-Approvals

Governors  ERNEE. Budget Execution

Policies and Instructions

Approval
(B&F)

10/29/2012 40
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Authority

* B&F
— Annual Budget Execution Policies and Instructions

10/29/2012 41

Governor’s Approval Required

@ Staffing by Contracts
Exception by Type of
Service

"\ Exception by Estimated
Contract Cost

10/29/2012 42
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Budget Execution Policies and Instructions

Staffing by Contracts (All MOF)

e These contracts provide:

e Services of an advisory nature relating to
the functions of agency administration and
management or program management; or

e Persons and/or organizations that are
considered to have knowledge and special
abilities not generally available within the
agency; or

10/29/2012 43

Budget Execution Policies and Instructions

Staffing by Contracts (All MOF), continued

e These contracts provide, continued:

e Delivery of completed work, product, or
services by or during a specified time.

* Requests for these types of contracts require
the Governor’s approval......

10/29/2012 44
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Budget Execution Policies and Instructions

Exceptions Delegated to Department Heads

e Approval authority is delegated to
department heads to make the expenditures
listed under “Exceptions”. However,
compliance with DHRD and DAGS
requirements for contractual services must
still be fulfilled.

10/29/2012 45

Budget Execution Policies and Instructions

Exception — By Type of Service

e Contracts which are 100% federally funded.

e Amendment to an existing contract where
the original cost of which is less than
$100,000.

e Medical services contracts.
e Legal services contracts approved by the AG.

e Services contracts for expert witnesses for
the AG.

10/29/2012 46
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Budget Execution Policies and Instructions

Exception — By Type of Service, continued

e Engineering and architectural services for
Repair and Maintenance projects funded as
operating costs.

* Routine facility-related maintenance services
necessary for ongoing operations. Examples
include: maintenance of
elevators/escalators, landscaping services,
and janitorial services.

10/29/2012 47

Budget Execution Policies and Instructions

Exception — By Type of Service, continued

e Special repair and maintenance services to
extend the life of facilities and other assets.
Examples include: repainting, repaving,
major repairs and rehabilitation of facilities.

10/29/2012 48

Personal Services Contractor Manual

24



Budget Execution Policies and Instructions

Exception - by Estimated Contract Cost

e Initial requests where total estimated costs
will be less than $100,000.

10/29/2012 49

Pre-Approvals

Employer/Employee

; . ¢ Independent Contractor
Relationship
(DAGS) e Employee for Payroll Tax Purposes

10/29/2012 50
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Authority

* Internal Revenue Service
— Employer/Employee Relationship

* Employer’s Supplemental Tax Guide (Publication
15A)

e DAGS
— Comptroller’s Memorandum No. 2006-10 (Form D 40)
— Personal Services Contractor Manual

10/29/2012 51

Employer/Employee Relationship
Factors

N

Behavioral Control

J
~

Financial Control

Relationship to the

Parties

10/29/2012 52
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10/29/201z2

STATE OF HAWAII
EMPLOYEE/EMPLOYER RELATIONSHIP DETERMINATION

Mame:

Pariod of Service:

Typa of Servico:
Instructions:
All marked spaces must be complated. (Incomplota forms will be returned.)
Adl forms must be signed and dated by th State the services,
Yos NO HA
Behavioral Control

Woauld the department contral or direct the individual providing services as lo:
1. hours, locatlon, and method the individual ks to do the work?
2. pravision of supplics, tools, or equipment 1o the individual 7

3. determination of whether or what workers the individual may hice to assist
the indhvidual?

typo of supplies and equipment (o be used to do the work?

typa of wovk 1o be done by other spacific individuals?

‘arder or sequence of procedures 1o follow?

training provided by the State to do the work in 8 particular manner?

ooooog oo
ooooOo OD
opooo oo

e n

Elnancial Control

Taaummumoopmmwhmﬂaﬂlmmamwmn business
related aspacts of the sorvices o the would the

1. incur in the of the work?

=]
have & financial in the of the work? (m]
be allowed to continue work outside of that contracied with the State? (=)

(m )

L

. bain & position lo make a profit or loss?

Page 10f2 BTATE ACCOUNTIG FORM D43

53

10/29/201

STATE OF HAWAII
EMPLOYEE/EMPLOYER RELATIONSHIP DETERMIMATION

Helationship of the Parties
To show tha intent of the parties concarning contral:

1. Is there a written the parties
circumstances under which the MM doos the work? {J\Ilnthnnupy

of any and the State.) a [m ]
2. Wil the b p any type benefils? (] [} [m]
3. What is the length of tha relationship?
@, long tarm, spacify anticipated startfend date
b specity data _
©.  projoct, specify anticipated startfend data
d. apocily start o] end date
4. Are the services 1o bo provided directly related 1o the department's
rogular business activides? [ | [} (m]
Concluslon:
When whather an s an or ind: for IRS .
the entire the and the agency. @ Indi
s 1o be an for IRS if tha agency has the right to contral and

direct the individual, not only as to the result to be accomplished, but plso as t© the details and Mmesans by
mwtruulllumﬁwﬂ Contral I3 & matter of degreo and it is Fmportant 1o examine theso

ona basis a factor that may be critical in one Instance may not be in
another instance.

1 have determined that the individual should be treated as an employes. (cicle one) YES NO
My was based on for your
Signature Title Gals
Page 2 of 2 s accouTG rona e

54
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Contractor for Services

Method
JEENEN  (DAGS)

10/29/2012

\
eProcurement

55

STATE PROCUREMENT

e State Procurement Office

103D or Sec 103F

10/29/2012

— Select a Procurement Method allowed under Sec

56
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Methods of Procurement

Competitive Sealed Bidding (HRS 103D-302)

Professional Services (HRS 103D-304)
Small Purchases (HRS 103D-305)
Sole Source (HRS 103D-306)
Emergency (HRS 103D-307)

10/29/2012

Competitive Sealed Proposals (HRS 103D-303)

PROCUREMENT OF 6OODS, SERVICES, AND
CONSTRUCTION

STEP EIGHT:
DR o Professional

10/29/2012

58
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PROCUREMENT PROCESS

e Scope of Services

— Independent Contractor or Personal Services
Contractor determines solicitation information
regarding compensation and payment.

10/29/2012

59

Contractor for Services

e Personal Services
Contractor

Contracting

~

¢ Independent Contractor

J

10/29/2012

60
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CONTRACTING-Attorney General

* Independent Contractor
— AG recommended contract forms (AG-02)
— Reviewed as to form by deputy AG

e Personal Services Contractor
— Personal Services Contractor contract forms (D 45)
— Reviewed as to form by deputy AG

Contract Components

Contract Agreement (D-45 or AG-02)
General Conditions

Contractor’s Acknowledgment

Scope of Services

* Compensation and Payment Schedule
Time of Performance

Certificate of Exemption From Civil Service
Special Conditions

Personal Services Contractor Manual
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10/29/2012

Contractor for Services

e\/ouchering
system

ePayroll

63

10/29/2012

Payment Process - Vouchering

* Independent Contractor
— Based on submitted invoice, pay through State

vouchering system

not to exceed the contract amount

— Maintain a schedule of payments made to ensure

64
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DAGS Accounting Procedures

e Payments through the State vouchering
system:
— Executed contract
— Contractor submits monthly invoice
— Contractor’s invoice approved for payment
— Sends invoice to DAGS for payment
— DAGS prepares check and mails to contractor
— Department prepares annual form 1099

Payment Process — Payroll System

¢ Personal Services Contractor

— Complete Form D-41 to place contractor on State
payroll system

— Based on submitted invoice, pay through payroll
system

— Maintain a schedule of payments made to ensure
not to exceed the contract amount

10/29/2012
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DAGS Accounting Procedures

e Payments through the payroll system
— Executed contract
— Contractor completes payroll related forms
— Form D-41 prepared by department personnel office
— Form D-41 and related forms sent to DAGS payroll
— Contractor submits monthly invoice
— Prepared memo and invoice to the fiscal office
— Fiscal office prepares the hourly change schedule
— DAGS prepares payroll check and mails to contractor
— DAGS prepares annual form W-2

10/29/2012 67

STATE OF HAWAII
AUTHORIZATION TO PAY INDIVIDUAL (NON-EMPLOYEE)

DEPARTMENT ] SUB-DIVISION OR SCHOOL PAYROLL
I [ l um.m—‘

SOCIAL SECURITY NUMBER | MAME (CAPS) LAST, FIREST, MI (rok mors fan 22 chancien] T
ADDRESS  [emvymw o E

MARITAL STATUS T TAX EXEMPTIONS RETIREMENT CODE
ST

‘ [ SINGLE [ MARRIED N EIUB_.M—-G
5 for Hien-ftatirens

EFFECTVEDATE: ___ NOT TO EXCEED DATE:
PAY RATE:  HOURLY OR DALY OR MONTHLY .
= UNFORM ACCOUNTING COoRe_ |
F [ %A < O O O I+ [Tele] FRLRCT

10/29/2012 — T A A TICE 68

STATE AT O D
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SUMMARY

Step 1 — Define required services

Step 2 - Exemption from Civil Service

Step 3 - Governor’s approval

Step 4 — Employer/Employee Relationship
Step 5 — Select procurement method

Step 6 — Procure contractor

Step 7 — Execute a contract

Step 8 — Pay contractor

1072

SUMMARY OF AUTHORITY

* Pre-approval

— DHRD
e Section 76-16(b) HRS
* Memo dated October 13, 2006
* Memo dated May 3, 2007

— B&F

e Budget Execution Policies and Instructions for the fiscal
year (Staffing by Contracts).

— DAGS

* Employer/Employee Relationship — Comptroller’s
Memorandum No. 2006-10

9/2012
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SUMMARY OF AUTHORITY, continued

* State Procurement
— DAGS
* SPO procurement requirements
* Contracting Requirements

— Attorney General

* Independent Contractor

— Recommended contract forms (AG-02)
* Personal Services Contractor

— Personal Services contract forms (D-45)

10/29/2012

SUMMARY OF AUTHORITY, continued

* Payment
— DAGS

 State Vouchering system
e State Payroll system

10/29/2012
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