Operational Services Division


Incidental Purchasing Policy Guidance

Issue Date: 
November 1, 2005

Refresh Date:
August 13, 2007

Regulation 801 CMR 21.05(1) recognizes the procurement exception of an incidental purchase, defined as a one-time, non-recurring, unanticipated need for commodities and/or services with a total dollar value of up to $5,000. Incidental purchasing is designed to assist departments in expediting simple purchases, while reducing the administrative burden and associated paperwork of purchasing small dollar items. The total dollar value of the purchase cannot exceed $5,000 for an incidental purchase.
Eligible Entities: All departments whose purchasing is governed by M.G.L. Chapter 7, section 22 and M.G.L. Chapter 30, sections 51 and 52 are required to follow these incidental purchasing guidelines. Departments following 801 CMR 21.00 must use the guidance provided in this document and the regulation. Departments who do not follow 801 CMR 21.00 are encouraged to use this policy as a resource for establishing good business practices.

Determination of Department Limits: The State Purchasing Agent has the authority to change department purchasing limits. The legislature has granted the State Purchasing Agent the authority to grant departments an incidental purchase limit up to $5,000 (pursuant to M.G.L. c 7, s. 22). It has been determined by an independent audit, as well as through the Quality Assurance Program’s monitoring, that $5,000 is a reasonable amount to allow departments to purchase without a competitive bid. Further, this limit poses minimal risk to the Commonwealth.

All departments are expected to effectively manage a $5,000 incidental purchase limit. Departments having the benefit of the $5,000 limit are responsible for understanding the philosophy of incidental purchasing, developing and implementing internal controls that comply with the incidental purchasing guidelines and monitoring their purchasing patterns to ensure proper usage. A department’s incidental purchase limit may be lowered or rescinded if consistent non-compliance is identified and no effort is made to address the issue.

Use of Statewide Contracts: For all incidental purchases by departments using 801 CMR 21.00, statewide contracts must be used. If a commodity or service can be purchased from a statewide contract, regardless of the dollar value, it must be purchased from the statewide contract using the proper referencing transaction. Departments who do not use 801 CMR 21.00 are encouraged to use statewide contracts if they meet their incidental purchase needs.
A best value determination for incidental purchases should weigh the value added (cost and administrative savings) of incidental purchasing against the benefits and protections of a procurement and contract.

Training: OSD routinely offers a free 90 minute training session entitled, “Incidental Purchasing and Other Procurement Exceptions”. This session is designed to provide department staff with an understanding of the six procurement exceptions with an emphasis on incidental purchasing. It includes a review and analysis of an incidental purchase report, a discussion of purchasing patterns and helpful hints on using incidental purchasing to help departments meet their Minority- and Women-Owned Business Enterprise (MBE and WBE) spending benchmarks.

Transaction and Documentation Required: The encumbrance transaction for incidental purchases is the GAE (General Accounting Encumbrance document) and the payment transaction is the INP (Incidental Payment document). For most incidental purchases, only the invoice is required. On the other hand, departments may determine it is in their best interest to execute a Commonwealth Terms and Conditions and Standard Contract Form. If they elect to do a CT (Contract Encumbrance document for services), RPO (Recurring Payment Order) or PC (Commodity Purchase Order), then both of these forms are required.

Other Considerations: When making incidental purchases, departments are always encouraged to shop around for best value prices and consider using SOMWBA certified Minority and Women-Owned Business Enterprises (M/WBEs) for these purchases.

Further, the incidental purchase exception does not apply to legal services which require approval by the Governor's Chief Legal Counsel and a competitive procurement regardless of the dollar amount.

Note: The Office of the Attorney General has recommended that departments avoid signing additional contracts, invoices, or other documents containing contractual terms. Departments that choose to sign these types of documents do so at their own risk and are responsible for any associated costs and damages.

Consultant Services (M.G.L. c. 29, s. 29A): Please note that for consultant services governed by M.G.L. c. 29, s. 29A (certain HH, NN and UU object codes), a procurement is not required for purchases less than $5,000, however, a secretariat approval is required for all purchases greater than $1,000.
Quality Assurance Reviews and Incidental Purchase: Incidental purchasing patterns are routinely monitored by the Operational Services Division’s Quality Assurance Team. The Team analyzes a Warehouse Report (which departments may also use to monitor their own spending) for a given period of time of all purchases made using a GAE transaction with an INP payment transaction. The team reviews the report to determine patterns of possible non-compliance. The report and analysis are then reviewed and discussed with the department’s CFO at the Quality Assurance site visit (where the contexts of these patterns are considered). When the site visit is completed, a written summary, including recommendations regarding incidental purchasing, is forwarded to the CFO.

If non-compliance is identified, a department will be requested to make appropriate adjustments to come into compliance with incidental purchasing guidelines. Recommendations may include the request that the department establish written procedures for incidental purchases, a request that a departmental MA be developed or simply a request for the department to use statewide contracts. Additional follow up may be made by the Quality Assurance Team when necessary. Continuous non-compliance with no evidence of improvement may result in the complete rescission or lowering of the incidental purchasing limit.

801 CMR 21.00 OBJECT CODE LIMITS FOR INCIDENTAL PURCHASES (INP) 
Note: The Expenditure Classification Handbook (ECH) lists Incidental Purchase guidance for each object code. 
	OBJECT CLASS/OBJECT CODES
	INCIDENTAL PURCHASE LIMIT

	Administrative Expenses: EE

(E01, E02, E14, E15, E22)
	$5,000

	Programmatic Facility Operational Supplies and Expenses: FF

(F01, F03, F04, F05, F06, F07, F08, F09, F10, F11, F13, F16, F18, F19, F21, F24, F27, F28)
	$5,000

	Energy Costs, Utilities and Space Rental Expenses: GG

(GG1, G05, G06, G10)
	$5,000

	Consultant Service Contracts  (M.G.L. c. 29, s.29A) HH

(HH1, HH2, HH3, HH4, H13, H15, H19, H21, H22, H23, H30, H98)
	$5,000 Secretariat sign- off required for over $1,000

	Programmatic Operational Services: JJ

(JJ1, JJ2, JJ3, J07, J10, J16, J25, J27, J33, J44, J46, J50, J54, J56, J58, J62, J98)
	$5,000

	Programmatic Equipment Purchase: KK

(K02, K03, K04, K05, K06, K07, K09, K10, K11, K12)
	$5,000

	Programmatic Equipment TELP, Lease and Rental, Maintenance and Repair: LL
(L22, L23, L24, L25, L26, L27, L29, L30, L31, L32, L42, L44, L45, L46, L47, L49, L50, L51, L52, L63)
	$5,000

	Purchased Client Human and Social Services and Non-Human Services Programs: MM 

(MM1, MM3, M01, M03, M04, M10, M11, M98, M1M, M2M)
	$5,000

	Horizontal and Vertical Construction, Improvements, Maintenance and Repair Costs and Land Acquisition: NN (N18, N23, N98)

(M.G.L. c. 29,s.29A) (NN1, N02, N04, N05, N06, N12, N13, N14, N50, N51, N52, N60, N61, N63, N64, N70, N71, N72, N73, N74)
	$5,000 Secretariat sign-off required for NN1, N02, N03, N04, N05, N06, N12, N13 & N14 over $1,000

	Entitlement Programs RR (R07, R18, R21, R25)
	$5,000

	Information Technology Expenses UU (U01, U02, U03, U05, U06, U07, U09, U10, U98)
	$5,000 Secretariat sign-off required for U05 over $1,000


Additional Guidance and Examples - How to Determine When a Purchase Is Incidental: To determine if a purchase is incidental the following four questions should be considered:

1. Is the duration of the need one-time, non-recurring?

If no, this is not an incidental purchase. If yes, determine best value using good business practices and place your order. In order to qualify as an incidental purchase, a commodity or service purchase must be for a one-time, non-recurring need. When a department knows that repeated or multiple purchases for the same commodity or service are planned or are a possibility, the commodity or service must be procured through a competitive RFR procurement and contract process.

2. Is the purchase available from a statewide contract?

If yes, this is not an incidental purchase. Executive departments must use statewide contracts, unless it does not meet their specific need. To determine if a commodity or service is available on statewide contract check Comm-PASS. Select “Search for Contracts,” check the “statewide contract” box and “active” under Document Status. Select a subcategory to narrow your search. Clicking on the “Search” button will create a list of all active statewide contracts available for use by eligible entities.

3. Is the total cost of the purchase below the incidental purchase limit?

Departments are generally granted the incidental purchasing limit (currently up to $5,000).

4. Is the purchase within an eligible object class/eligible object code? 
All object codes governed by 801 CMR 21.00 have been assessed to determine the statutory limitations, legal restrictions and risk to the Commonwealth. Those object codes that are eligible for incidental purchases are listed in this document. (Please note in the chart that consultant services and construction projects require secretariat sign off for amounts over $1,000.) Also, the Expenditure Classification Handbook lists whether each object code is approved for incidental purchases.

	Is my small purchase considered incidental?

Yes if

· It is a one-time only, unanticipated, non-recurring need, or
· It is a one-time rental for a single event or single occurrence of events; non-recurring. An example would be the need for a speaker system for a series of 3 conferences. This is a one-time need but there could be 3 separate payments.
No if
· It is an equipment or property lease (by definition leases are longer than 6 months).

Maybe if

· It is a periodic, anticipated need, but not known when the need will arise or what the exact cost will be. It depends on the potential future need, which, if it is clearly uncertain, may be an incidental purchase.

Note: If the potential for repeated use is probable or likely, then this would not qualify as an incidental purchase because the need would be considered recurring.


INCIDENTAL/NON-INCIDENTAL PURCHASE EXAMPLES

	Duration of Need


	Anticipated Cost ($5,000 or less)
	Eligible Object Code?
	Is this an Incidental Purchase?

	One-time need only, unanticipated, non- recurring single purchase (several boxes of novelty flags), purchased once. Not available on statewide contract.


	$4,500
	Yes
	Yes

	One-time need only, unanticipated, not recurring (single or multiple purchases). Available on statewide contract.


	$2,000
	Yes
	No.  Executive departments must use the statewide contract unless it does not meet their need.

	One-time need only for a consultant. Not available on statewide contract.


	$1,500
	Yes
	Yes.  Needs secretariat sign off over $1,000.

	One-time need only for legal services. Not available on statewide contract.


	$2,000
	No
	No.  Per M.G.L. c. 30, s. 65 and 801 CMR 21.01(2)(b) all legal services require the approval of the Governor's Chief Legal Counsel and competitive procurements.


	Periodic, anticipated need, but not known when need may arise or exact cost, e.g., occasional or situation-specific supplies or equipment. Not available on statewide contract.


	Average of $100 - $500 per incident.  Highest annual average cost $2,000 per fiscal year.


	Yes
	Maybe. Depends on circumstances and need. Department must make best value determination of whether the cost and administrative savings outweigh the benefits and protection of an RFR and contract.



	Recurring, anticipated need (annual, monthly, bi-annual - periodic maintenance, repair, pest removal, licenses). Not available on statewide contract.


	$2,000
	Yes
	No. Anticipated purchase, not a one-time need.

	6 month rental of equipment or one-time, 2 year software license.  Not recurring, e.g., audio-visual equipment, chairs, speaker system for series of 3 conferences; purchase of software with unlimited free upgrades. Not available on statewide contract.


	$2,000
	Yes
	Yes. One-time need.

	Equipment or commodity lease (by definition leases are greater than 6 months). Not available on statewide contract.


	$2,000
	Yes
	No. Anticipated, recurring purchase.  Leases may not be considered a one-time need.

	Service contract for operational service, potential for repeated use if needed, subject to funding. Not available on statewide contract.
	$1,500 for current services, additional amounts to be determined
	Yes
	Maybe. Depends on potential for the future need. If the potential is clearly uncertain, this may be an incidental purchase. If the potential for repeat use is probable or likely, then this would not be an incidental purchase because the need would be considered recurring.
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