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AN ACT relating to financial administration.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 41.010 is amended to read as follows:

(1)
As used in KRS 41.070, 41.110, 41.120, 41.130, 41.150, 41.160, 41.290, 41.300 or 41.990, unless the context requires otherwise, the terms "appropriation," "budget unit," "disbursements," "employee," "expenditures," "expenses," and "receipts" have the meaning given them by KRS 43.010 and 48.010.

(2)
As used in this chapter;

(a)
[, the words ]"Bank" and "depository" include any qualified financial intermediary and savings and loan associations chartered by the State of Kentucky or the United States government designated to take custody of state funds on deposit, for periods greater than overnight, with the intent to honor presentments against those deposits;

(b)
"Warrant" means a printed or electronic authorization from the Finance and Administration Cabinet for the Treasurer to issue a check;

(c)
"Form" or "report" means any written method of transporting data;

(d)
"Writing" or "written" means letters, words, or numbers, or their equivalent, set down by handwriting, typewriting, printing, photostating, photographing, magnetic impulse, mechanical or electronic recording, or other form of data compilation.

Section 2.   KRS 41.070 is amended to read as follows:

(1)
Unless otherwise expressly provided by law, no receipts from any source of state money or money for which the state is responsible shall be held, used, or deposited in any personal or special bank account, temporarily or otherwise, by any agent or employee of any budget unit, to meet expenditures or for any other purpose. All receipts of any character of any budget unit, all revenue collected for the state, and all public money and dues to the state shall be deposited in state depositories in the most prompt and cost-efficient manner available. However in the case of state departments or agencies located outside Frankfort, and all state institutions, the Finance and Administration Cabinet may permit temporary deposits to be made to the accounts maintained by the agency, department, or institution in a bank which has been designated as a depository for state funds for a period not to exceed thirty (30) days, and may require that the money be forwarded to the State Treasury at the time and in the manner and form prescribed by the cabinet. Nothing in this section shall be construed as authorizing any representative of any agency, department, or institution to enforce or cash, even for the purpose of a deposit, any check or other instrument of value payable to the Commonwealth or any agency thereof.

(2)
Each agency depositing its receipts directly with the State Treasurer shall do so in the manner[on a pay-in-voucher form] approved by the State Treasurer as agent in charge of public fund deposits.

(3)
The Revenue Cabinet may deposit[ tax] receipts to the credit of the State Treasury directly with a depository designated by the Treasurer and utilized by the Commonwealth for its primary banking services. The State Treasurer, with the approval of the Finance and Administration Cabinet, may authorize other agencies to deposit receipts directly with a depository designated by the Treasury to the credit of the State Treasury if the Treasurer prescribes the manner in which the deposit is to be made, and the forms and reports to be filed with the Treasury Department. The Finance and Administration Cabinet shall prescribe the forms and reports to be filed with it when this type of deposit is made.

(4)
Each department, agency, or other budget unit which receives funds to be deposited into the State Treasury shall maintain records to report adequately each amount received, from whom received, and date received. Agency records shall be easily reconcilable with the information[pay-in-vouchers] forwarded to the State Treasurer.

Section 3.   KRS 41.100 is amended to read as follows:

The Treasurer shall receive notification from state agencies of all money due or payable to the state[, when tendered by a state agency]. The Treasurer[He] shall provide acknowledgment of the notification[receipt one (1) copy of the pay-in-voucher and forward it] to the Finance and Administration Cabinet.

Section 4.   KRS 41.120 is amended to read as follows:

All claims against the state shall be paid by the Treasurer on the warrants of the Finance and Administration Cabinet. All warrants issued in accordance with the provisions of this chapter shall, when signed by the secretary of the Finance and Administration Cabinet or an assistant designated by him, constitute full and sufficient authority to the Treasurer for the disbursement of public money in the amount set forth.[ Said] Signatures may be placed on the warrants by means of an approved mechanical device. A signed transmittal which lists warrants may be accepted in lieu of each warrant being signed. Electronic authorization, approved by the secretary of the Finance and Administration Cabinet, may be accepted in lieu of any signatures.
Section 5.   KRS 41.130 is amended to read as follows:

(1)
Each warrant of the Finance and Administration Cabinet upon the Treasury shall specify the date,[ number,] amount, and person to whom payable[, on what account issued, and the particular appropriation against which it is drawn,] and no money shall be disbursed by the Treasurer unless the warrant contains these specifications.[ The Finance and Administration Cabinet shall date and number each warrant.]
(2)
No warrant shall be issued unless the money to pay it has been appropriated by law. The Finance and Administration Cabinet may require any claimant to state on the face of his claim the law under which it is payable.

Section 6.   KRS 41.140 is amended to read as follows:

All warrants issued by the Finance and Administration Cabinet shall be submitted to the Treasurer[, accompanied by a list of all the warrants submitted at any one (1) time], showing for each warrant the name of the payee and[,] the amount[, and the fund against which drawn, and each list shall show the total of the amounts of all the warrants listed].

Section 7.   KRS 41.160 is amended to read as follows:

No money shall be paid out of the Treasury except by the check of the Treasurer upon a state depository, or through the provisions of Section 19 of this Act.[ The Treasurer shall date and number his checks on each of the state depositories in the order in which they are issued.] Payments may be made direct by the Treasurer to the persons entitled to receive them, by mail or otherwise, or through the heads of the budget units which incurred the expenditures.

Section 8.   KRS 41.165 is amended to read as follows:

(1)
Notwithstanding the provisions of KRS 337.010 through 337.070 and 41.160, the Treasurer shall pay, by electronic fund transfer, the wages of any state employee who makes a prior written request to the employing state agency[Department of the Treasury] to be paid by electronic fund transfer. The Treasurer may refuse to comply with the request of an employee if the financial institution designated by the employee does not have the capability of receiving electronic transfers of funds.

(2)
The Department of Personnel shall provide forms on which to request wage payments by electronic transfer of funds. The Department of Personnel may, by regulations promulgated pursuant to KRS Chapter 13A, require information on the request forms for wage payment by electronic transfer of funds that sufficiently identifies the employee and the designated financial institution of the employee.

(3)
Any state agencies which employ persons who have exercised the option authorized by subsection (1) of this section shall retain the forms described in subsection (2) of this section.

Section 9.   KRS 41.167 is amended to read as follows:

(1)
The State Treasurer may withdraw funds from or deposit funds in the State Treasury by means of electronic funds transfers. The Finance and Administration Cabinet[Treasurer] shall obtain a payee's prior, written consent for the payment of funds due him from the State Treasury by means of direct deposit rather than by means of a paper check issued to him. A single authorization may be granted for multiple payments to a payee by means of direct deposit.

(2)
For the purpose of implementing this section and unless the context requires a different meaning, the term "check" as used in this chapter shall mean either a paper check or a paperless entry on an electronic data processing medium that substitutes for a paper check for the purposes of debiting or crediting an account and of which a permanent record is made.

Section 10.   KRS 41.170 is amended to read as follows:

The Finance and Administration Cabinet shall record[enter] all warrants in the unified and integrated system of accounts[into a general ledger account for warrants payable]. After the Treasurer has issued a check to pay the warrant, the Treasurer[he] shall notify the Finance and Administration Cabinet[ in writing]; a single notification may reflect all warrants paid each day.

Section 11.   KRS 41.260 is amended to read as follows:

Whenever the Treasurer decides to transfer any deposit of public money from one (1) state depository bank to another, the Treasurer[he] shall notify[cause to be prepared and transmitted to] the Finance and Administration Cabinet,[ a voucher] describing the proposed transfer and the[ pay-in vouchers for the] deposit of[ the] money to be[ so] transferred. On receipt of the notification[these documents] the Finance and Administration Cabinet shall register the proposed transfer[ in a book to be maintained for this purpose] and issue its warrant for the amounts specified by the Treasurer.[ The Finance and Administration Cabinet shall fill in on the warrant the bank at which it is payable as specified by the Treasurer and shall transmit the warrant accompanied by all copies of the pay-in vouchers to the Treasurer.] When the transfers have been completed the Treasurer shall immediately notify[transmit receipted copies of the pay-in vouchers to] the Finance and Administration Cabinet.

Section 12.   KRS 41.310 is amended to read as follows:

The Finance and Administration Cabinet shall furnish the Treasurer with information regarding[reports which exhibit] the status of each receipt and expenditure account. At the end of each month, the Treasurer shall furnish the Finance and Administration Cabinet with information regarding[a report showing] the accumulated receipts and a listing of all warrants unpaid as of the end of the last day of each month.

Section 13.   KRS 41.350 is amended to read as follows:

(1)
Canceled checks of the State Treasurer upon state depository banks shall be microfilmed and the original check preserved by the State Treasurer for a period of one (1) year. At the expiration of this period, unless required for the purpose of an action then pending, the checks shall be sold as waste paper or destroyed. Microfilm reproductions of Treasury Department checks shall be preserved for a period of five (5) years. Microfilm reproductions of printed warrants shall be preserved for a period of five (5) years.

(2)
Microfilm reproductions of electronic fund transfer entries debiting state accounts transmitted to the State Treasurer by state depositories shall be preserved by the State Treasurer for a period of five (5) years. At the expiration of this period, unless required for the purpose of an action then pending, they may be destroyed.

Section 14.   KRS 41.370 is amended to read as follows:

(1)
Any check issued by the State Treasurer shall not be valid as an order for payment after one (1) year from its date of issue and this limitation shall appear on all checks issued. The State Treasurer is authorized to clear the[his] records of all such unpaid checks and credit the amounts to the fund against which it was originally drawn.

(2)
When any properly endorsed check issued by the State Treasurer is presented for payment more than one (1) year after its date of issue and within the period prescribed by KRS 413.120, the State Treasurer shall, upon satisfactory proof of ownership, cancel the[such] check and forward it to the secretary of the Finance and Administration Cabinet with the date and identifying information[number of the pay-in-voucher] which credited the amount of the[such] check to a particular fund. The secretary of the Finance and Administration Cabinet shall draw a warrant against the check. All endorsements on the surrendered check shall have the same effect as if the check were paid by the drawee. All checks paid in the manner herein set forth shall be charged against the fund against which they were originally drawn.

(3)
There shall be a fee charged for each check presented for reissue. The fee shall be twenty-five dollars ($25). If the check to be reissued is less than twenty-five dollars ($25) and replacement is required, a check payable to the Kentucky State Treasurer shall accompany the request for reissue. Reissued checks greater than twenty-five dollars ($25) shall have the fee deducted from the face value of the original check.

(4)
Fees collected by the Treasurer shall be deposited in the surplus account of the general fund.

SECTION 15.   A NEW SECTION OF KRS CHAPTER 45 IS CREATED TO READ AS FOLLOWS:

As used in this chapter, "warrant" means a printed or electronic authorization from the Finance and Administration Cabinet for the Treasurer to issue a check.
Section 16.   KRS 45.305 is amended to read as follows:

(1)
The Finance and Administration Cabinet shall install a unified and integrated system of accounts for the state which shall comply with generally accepted accounting principles, and which shall be in addition to other accounts required by this chapter, and which shall include:

(a)
A set of budgetary control accounts for each fund, comprising an account with the available cash of the fund, an account with the budget estimate of the amount of money to be derived from each source of revenue and nonrevenue receipts, an account with the total of the unallotted balances of appropriations, an account with the total of the free balances of allotments, an account with the total commitments under allotments, and an account with the estimated cash surplus or deficit, so as to show at all times the status of the budget fund.

(b)
A subsidiary appropriation ledger for each fund from which appropriations are made, embracing an account with each appropriation, and designed to show the budget unit to which the appropriation was made, the purpose of the appropriation, the amount appropriated, the additions to the appropriation, the allotments from the appropriation, the unallotted balance of the appropriation, the commitments charged to allotments, and the free balances of the total amount allotted.

(c)
A set of general controlling proprietary and operating accounts for each fund, so as to record the transactions to the fund in summary form and to show the actual current assets, prepaid expenses, current liabilities, deferred credits to income, reserves, actual income, actual expenditures, and the current surplus or deficit.

(d)
A uniform classification of the sources of revenue and nonrevenue receipts.

(e)
Standard classifications of the expenditures of the budget units.

(f)
A standard classification of the budget units.

(g)
Such other accounts, records, and devices as the Finance and Administration Cabinet deems necessary for the production of needed information respecting financial condition, financial operations and costs.

(2)
The accounts provided for in paragraphs (a), (b) and (c) of subsection (1) of this section or summary records shall be maintained by the Finance and Administration Cabinet.

(3)
The Finance and Administration Cabinet shall keep controlling accounts with receipts, payments and state depositories[ entirely independent of those maintained by the State Treasurer]. The cabinet shall obtain from the State Treasurer the figures for the entries required to open the[such] accounts, and thereafter it shall obtain the information required for the keeping of the[such] accounts from deposits[the pay-in vouchers], lists of warrants drawn under appropriations, and vouchers requesting transfers of deposits among state depositories.

(4)
The accounting system prescribed and installed by the Finance and Administration Cabinet shall provide for the settlement of transactions between budget units by making debit and credit entries on the books of the cabinet on the basis of adequate expenditure vouchers, without the issuance of warrants.

(5)
The accounting system prescribed and installed by the Finance and Administration Cabinet shall include the following fund classifications:

(a)
Governmental fund: This classification shall include those funds through which most governmental functions typically are financed including, but not limited to, the general fund, the road fund, bond debt related fund, federal fund, agency receipts funds, and the capital construction fund.

(b)
Proprietary fund: This classification shall account for governmental activities which are similar to those activities found in the private sector. Activities which provide services to other governmental units and activities which provide services principally to the private sector are included.

(c)
Fiduciary fund: This classification shall account for assets held by a governmental unit in a trustee capacity or as an agent for individuals, private organizations, other governmental units, or other funds. These include expendable trust funds, nonexpendable trust funds, pension trust funds and agency funds.

(d)
Loan fund: This classification shall account for funds advanced or to be advanced to other governments, other governmental agencies or private organizations or individuals.

(6)
Account groups. In order to establish accounting control and accountability for general fixed assets and the unmatured principal of general long-term debt, a general fixed assets account group and a general long-term debt account group may be established.

Section 17.   KRS 45.310 is amended to read as follows:

The Finance and Administration Cabinet shall keep an accurate account[record] of all warrants and certificates drawn or issued by the cabinet, showing in due succession the date[, number,] and amount of each warrant, and for what and to whom issued. The cabinet shall also keep records[a record] of all receipts paid into the State Treasury.

Section 18.   KRS 45.454 is amended to read as follows:

An interest penalty of one percent (1%) of any amount approved and unpaid shall be added to the amount approved for each month or fraction thereof after the thirty (30) working days which followed receipt of the goods or services or vendor's invoice by a purchasing agency.

Section 19.   KRS 45A.655 is amended to read as follows:

(1)
Subject to the provisions of this code, any budget unit may establish one (1) or more imprest cash funds when provided for by appropriation or when authorized by the Finance and Administration Cabinet for the purpose of making disbursements requiring prompt cash outlay, and to carry out the provisions of this code. The State Treasurer, upon warrants of the Finance and Administration Cabinet based upon a requisition from the head of the budget unit, shall pay to the head of the[such] budget unit the amount necessary to establish[ such] a fund.

(2)
A custodian shall be designated by the head of the budget unit and, after appropriate instruction and testing, certified by the Finance and Administration Cabinet as qualified to administer the fund. The custodian shall file with the Finance and Administration Cabinet a schedule of the disbursements from the fund as often as may be necessary to replenish the fund and at least once each month. The schedule of disbursements shall be accompanied by appropriate vouchers and statements of indebtedness therefor approved by the head of the budget unit, and by a certificate as to the condition of the fund. The amount of the total of the approved voucher shall be paid to the custodian of the fund on the warrant of the Finance and Administration Cabinet, and the amount shall be devoted to reimbursement of the fund. Any question relative to the amount to be allowed in any imprest cash fund, the expenditure thereof, the accounting thereof, and the repayment thereof to the State Treasurer, shall be determined by the Finance and Administration Cabinet.

(3)
The agency head shall be responsible for expenditures authorized from the[such] funds, and the custodian shall be responsible for administration of the fund. Each agency head and custodian shall be separately bonded in the amount by which the total authorization for the fund exceeds the state blanket bond for such officials.

(4)
A post audit of each imprest fund shall be conducted as required by KRS 43.050.

(5)
Each imprest fund shall lapse with the appropriation on which it is based but may be reestablished by appropriation for the next ensuing year or when authorized by the Finance and Administration Cabinet.

(6)
If work not subject to the provisions of the law for competitive bidding is done on public projects by the state through the use of its own personnel or facilities in whole or in part, the budget unit having the[such] work performed may, when authorized by the Finance and Administration Cabinet, establish an imprest cash fund for the purpose of defraying the expenses of the proposed project. This fund shall not exceed at any time an amount equal to twenty-five percent (25%) of the anticipated total cost of the project.

(7)
Imprest cash funds may be authorized by the Finance and Administration Cabinet to operate within the unified and integrated system of accounts, as defined in Section 16 of this Act. These funds shall allow agencies to record expenses into the statewide system and to write the check at the agency site. The reimbursement and reconciliation processes shall be performed by the Treasurer.
Section 20.   The following KRS section is repealed:

41.270   Monthly statements from depositories.
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